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Mr. Cecil H. Kirch, O.B., called and examined. 


10.764. (Chairman.) You are llio Financial Secre- 
tary at tho India Office? — Yor, and have boon so 
since 1921. Prior to that I was Deputy- Financial 
Secrotary. In 1919 1 was one of the Secretaries of 
the Baliington-Smith Committee. Previous to that 
1 had the ordinary service of a Civil Servant in the 
Office, including periods of Private Secretaryships to 
Secretaries of State, Mr. Chamberlain and Mr. 
Montagu, towards the latter portion of the War. My 
only recent Indian experience was in connection with 
the visit of Mr. Montagu to Tndia, when I was there 
for about six months in another connection. 

10.765. What was that year? -That was 1917-18. 
Prior to that I was a member of the Financial 
Department. 

10.766. Wo understand, from your memoranda,* 
that in the evidence which you are going to lie good 
enough to give us you aro expressing your own 
personal opinion, and not the opinion of the Secre- 
tary of State in Council, or an official opinion? — 
That is so. 

10.767. You have been kind enough to provide us 
with very full memoranda, which cover a good deal 
of ground. You supplied us with the more historical 
memorandum before wo went to India, and you have 
provided us with memoranda Nos. 3, 4 and 6 since 
our return P — That is so. 

10.768. I propose to aBk you to assist us first in 
relation to memorandum No. 3, which is a “ Note on 
proposals for promoting n Gold Currency in India. 1 ' 
It is so full that I need only pick out some salient 
points on which to ask you to assist us further. You 
agree that the ideal currency system for Tndia is one 
under which the note is the sole full legal tender in 
circulation, and the gold or external value of the note 
is maintained by the statutory obligation to buy ami 
sell gold at certain fixed rates based on the par 

1 Appendices 08-78. 


oi exchange?- -Yes, .1 agree that is an ideal to bo 
worked, up to. I have to lake what Mr. Denning 
says in his memorandum, namely, that for present 
purposes one must accept the view that India requires 
a full legal tender metallic coin. 1 think Mr. 
Denning says in his memorandum that lie is not 
prepared to envisage a period at which it will ho 
unnecessary to have such a coin; and t hat. accords 
with iny own experience of Indian currency mutters, 
and also with conversations I have hud with people 
who aro familiar with the subject. 

10.769. Do l understand you to say that at no 
future time, however distant, can you envisage a 
period at which India will he able to do without a 
metal coin which will ho full legal tender? -I can 
only deal with the present generation. 1 should 
hope in time to come that that will bo possible, hut 
as a practical question I think w r e have to deni with 
the fact that, as things stand to-day, and as they 
are likely to ho for an indefinite period, there is 
and will he need, so far as 1 can judge, for a full 
legal tender metallic coin. 

10.770. In any case India is a country in regard 
to which changes of currency must possess a special 
danger? — Certainly. I think that is one of the most 
important aspects of the question before this Com- 
mission, that, so far as tlio ordinary untutored 
peasant is concerned, whatever changes aro made 
should leave him as undisturbed as possible. 

10.771. That is the central reason which makes 
you reluctant to contemplate a limitation of the 
legal tender of the silver rupee P — As a practical 
matter it seems to be conceded, even by the advo- 
cates of the gold currency ro far as I can judge, 
that whatever is actually done by way of law or 
regulation, tho rupee will, for all intents and pur- 
poses, continue to be unlimited tender in practice. 
1 base that opinion not only on what is said on that 
particular point, hut on tho fact that the Indian 
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Finance Department memoranda seem to contemplate 
Unit at the completion of the gold exchange opera- 
tion the active rupee circulation will not bo 
materially different from what it was at the 
beginning. 

10,772. If you uro in agreement with that ulti- 
mate ideal, no doubt also you ugree that the system 
under which you have three forms of full legal 
tender money in circulation, namely, notes, silver 
rupees and gold coins, is a cumbrous one?- It is not 
perfect, but it is a system which prevailed in Franco 
for a very long lime up to the War. It seemed to 
answer all right then*. As far as India is concerned, 
how far the gold coin circulated in practice is an 
important consideration in the question. If the 
actual circulating media are silver rupees and notes, 
you have in effect two forms of token currency circu- 
lating, and you have not any full valued currency 
circulating. To that extent tlio situation in India 
would approximate more closely to the ideal than if 
you had an active gold circulation of full valued gold 
coins. 

10.77. . 3. You have under that system two forms of 
notes, the paper note and the silver note each con- 
vertible into the other?-- Yes. 

10,774. Ifas that anything to rocomiucnd it from 
tho theoretical point of view? I have always heard 
that the free convertibility of tho note was an in- 
dispensable condition to its successful development 
in the early dajs of noto circulation. Its develop- 
ment was characterised by a desire on the part of 
the Government of India to increase as far as possi- 
ble the opportunities for free convertibility into 
rupees. L believe that that fact -that the paper 
token has been convertible into the silver token — 
has played n valuable part up to the present time 
in promoting tho development of the note circulation 
in India. 

1 0.77.0. I suppose it might lie said that the basis 
of any noto circulation must be flint it shall ho freely 
convertible into something better than itself? — I 
should say. so. hi India importance has hitherto 
been attached to its free convertibility into a coin. 
May I say another word on this point of converti- 
bility? 'I regard it ns an important matter, not 
only from tho point of view of tho development ot 
the note circulation but important from the point 
of view of tho general backing habit. History has 
generally shown that the banking habit is reached 
through three stages. In the first stage tho man 
insists on having metal; then he is afterwards con- 
tent with notes, and finally he is content with an 
entry in a pass book. [ think history shows that in 
countries where the banking habit has boon developed 
it has generally been lb rough tho development ot 
tho noto circulation. I should, therefore, regard it 
as a most serious matter if anything were done which 
set back the development and the growth of tho note 
circulation, as likely to impair tho development oi 
the banking habit. 

10,770. I want to clear up one or two points oil 
which 1 have* some doubt as to your real intention 
before going more deeply into the matter. When 
you deal under (A) with the possibility of tho price 
of silver rising above the melting point of the rupee, 
what are you contemplating in your argument there? 
Arc* you contemplating that if that is so tho exchange 
value of tho rupee should ho put up in order to 
protect, the silver circulation?- As far as I can see, 
the question of a rise in the price of silver, threaten- 
ing to reach the melting point of the rupee, would 
ho likely to be one aspect of a general depreciation 
in the purchasing power of gold. In other words, a 
rise in the price of silver would be associated with 
a riso in prices of commodities generally of a very 
formidable character. In that case India would be 
m a position to protect herself against gold depre- 
ciation by raising her exchange, ns she did in fuct 
towards the latter part of the War, and as she has 
in fact done at the present time by have a Is. (id. 
rate us against a Is. Id. rutc. 


10.777. You are really saying that such a rise in 
the price of silver can only come us a part of such a 
general convulsion as would probably shako tho 
Indian exchange out of its stability, whatever 
happened? -I am not at all sure that if a riso of 
that sort happened again it would not shako the 
gold standard out of existence. If tho experience 
that the world lias hud of gold vagaries siuce 1914 
was repeated again within the lifetime of the present 
generation, people would really begin to question as 
to whether we ought not to go on to some form of a 
slandurd managed so as to maintain stability ot 
commodity prices, i do not, of cour&o, say, and it 
would be foolish for one to pretend, that gold de- 
preciation is tho only conceivable way in which a 
rise in price of silver might occur, but ub things 
stand to-day 1 do not seo any seriotiN danger of * a 
riso in silver from any other reason. 1 cannot of 
course speak positively about such a matter. 

10.778. Is it possible to be at all confident that a 
rise in the price of silver can only come as a result 
of a catastrophic fall in gold prices, if one considers 
that the price of silver stems nowadays to follow 
general commodity prices over long periods of time, 
and that, in particular, at the present time, tho 
price of silver seems to be rather under-valued in 
comparison with general commodity prices? As the 
price stands, it is inexplicably low in view of th#. 
general rise of commodity prices sinew the War. Would 
it not bo natural to expect a substantial rise in the 
price of silver, to bring it into relation with other 
commodity prices? — Tho production of silver is 
associated, as you all know, with the production of 
other metals, and 1 think that output has lately 
tended to be fairly constant. The demands for 
silver, on the other hand, are not of such a constant 
character. The fact that tho Indian Government 
has been out of the market and itself holds a vast 
store of rupees no doubt has an influence on the 
present relatively low price of silver, as compared 
with other commodities; hut a riso to 47d. or 48d. 
would lie a very formidable increase over the present 
figure, and I should suggest that a rise of that sort, 
or anything like it, is only likely to bo associated 
with the general depreciation of gold. 

10.779. You are not, then, under the impression 
that there is any necessity of providing in th© Indian 
currency system any automatic protection against a 
riso in th© prico of silver? -T think there are various 
brakes which could be put on so far as India herself 
is concerned. Thor© is th© rcintroduction of the on© 
rupee noto, which is a method of economising tho 
demand for silver. Then there are th© various other 
suggestions which were put before the Babiugton 
Hmith Committee, such as the minting of a two rupee 
piece with a lower proportional silver content. I do 
not know what the present opinion on that matter 
is; in 1919 tho idea was rejected. But nowadays one 
finds that views which were then generally accepted 
are apt to be thrown over. 1 do not know ivkat 
present-day opinion would be on a point of that sort. 

10.780. That is as to the possibility of reducing the 
silver fineness?-— No, 1 was not thinking of the one 
rupee. Tho idea of reducing the fineness of the one 
rupee piece appears now, as then, to be universally 
condemned. 1 had in iniud the possibility of minting 
a two rupeo piece of a proportionately lower silver 
content than tho present one rupoo piece; devices of 
that sort, and the reintroduction of the one rupee 
note. One must remember thut during -tho war an 
unprecedented strain in th© way of supplying the 
currencies and liquidating the trado balance of the 
Fast was thrown on to silver because gold was being 
bottled up by all countries. One does not, at present 
anyhow, see ft likelihood of the bottling up of gold in 
the way in which the world suffered it in tho war, and 
this was one of tho factors which contributed to 
driving up silver to disproportionate heights. There 
is that important brake, which was lacking in the 
course of the Groat War. 

10.781. You deal with the possible effects in relation 
to the demands for conversion of silver rupees into 
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gold mentioned in Sir Basil Blackett's proposals, and 
you say that Iho interest of bullion dealers would be 
to discredit the rupee, and to collect as many rupees 
as they could from all quarters and present them for 
conversion. They cannot collect the rupees without 
paying for them, so is not there a limit to the power 
of financing them for the purpose of getting tho gold 
from the Government, necessarily in anticipation of 
its subsequent salo to the public? — T do not know how 
quickly they would be able to make tho turnover. 
They obviously must havo a certain amount of work- 
ing capital with which to begin tho operation, but, 
armed with a certain quantity of geld, the suggestion 
would be that they would go up country with a stock 
of gold, inform the Indian peasantry that tho rupee 
was being exploded and wus likely to he reduced in 
value to, say, 12 annas, and they would then exchange 
the gold at a discount for the rupees, tako the rupees 
back to the Government, replenish tfioir gold again, 
ami the process could bo repeated continuously during 
this period, whatever the length of time is during 
which the operation goes on. It would obviously be 
a most attractive and paying operation if you could 
manage to get tho untutored country folk of India to 
disgorge their rupees on a 14-anna basis. 

10.782. You think, once the alarm had been given, 
the financial coiwi deration would not act as a 
sufficient check in the Npeed with which the conver- 
sion would proceed? — I do not quite follow that. 

10.783. Once the alarm has been taken by tho 
holders of rupee hoards you think that that financial 
brake os regards tho finances of tho dealers and 
brokers would not act- sufficiently to cheek tho speed 
at. which conversion would proceed? I rather doubt 
it. It takes a long timo for ideas to get up and 
down tho length and breadth of India, largo parts of 
which aro remote from railway centres, ami tlm 
people of which aro ignorant. It w r ou1d probably take 
a considerable time Wore the whole purport niul the 
underlying motive of the transaction was brought 
home to tho villager, and there would bo a consider- 
able time available for the exploitation of tho 
ignorant. 

10.784. I understand from your memorandum that 
you do not place any reliance upon this estimate of 
the limitation of tlio initial demand to 50 crores? I 
think it is quite concoivalilo it. might conic on you 
w ith more of a rush than that. I do not want to 
question the actual estimates in the Finance Depart- 
ment memoranda, because any estimates 1 could give 
would not. ho based on such a first-hand acquaintance 
as theirs, and would be open to equal question. All 
one can say is that such estimates are to a largo 
extent conjectural. My suggestion is that if this idea 
of tho blowing up of the rupee were to get widely 
known, people would tako stops to get rid of whatever 
they could spare, as they got opportunities of doing 
so, 'but I think it would take a longer or a shorter 
time for tho project to get known according to 
whether tho place was near to a big town, and so on. 
It would get known in the big towns very soon, and 
it would gradually spread to outlying districts. I 
could not at all say that 50 crores would be sufficient, 
particularly as I think it might threaten the trust :n 
the note, and lead to a demand for note encashment. 

10.785. As regards the estimate of 110 crores of 
rupees as tho total amount likely to he presented 

f by the public, we have hud it in evidence that 
that would leave 150 crores outstanding for the 
public for smaller transactions. Have you been 
oblo to form any opinion as to whether that 
estimate is reliable or not? — No; I cannot really 
form an opinion better than that of the authorities 
in India. It does not seem to leavo any unduly 
lurge amount )>er head of the population as far 
M one can see, but it is a curious thing to me that 
the actual circulation of tho rupee seems to he very 
much the same after tho operation as nt the 
beginning. I should have thought there would havo 
■ been a certain numbor of rupees from tho actual 


circulation given up in exchange for gold before 
the operation was completed. 

10.786. From your memorandum T gather that 
you look to the period when, after tho conversion 
of tho hoards, there will still be, say, 150 crores of 
rupees in circulation, and you rather criticise some 
of the suggestions contained in Sir Basil Blackett’s 
and his assistants* memoranda on the ground that 
one would still have to consider those 150 crores as 
being used in practice as unlimited legal tender, 
whatever the law might be, and as being necessarily 
capable of contraction, and therefore having to ho 
taken into account as a liability and in support 
of the exchange value of the rupee? -Yew. L think 
when you havo got 150 crores of rupees in circula- 
tion and 190 crores of noles, which is about the 
figure taken, you must allow’ that if there is a 
return from circulation owing to any redundancy, 
tho return will include, at any rate, a proportion 
of rupees, and that some place for those rupees 
must bo found in Indian financial economy. The 
idea 1 had in mind was that if rupees were not 
an unlimited legal tender tho hanks would not want 
them. 1 do not think that,- if the rupee enjoyed 
in common practice the quality of a full legal 
tender, it would be practicable for (ho hanks to 
refuse them. When, on the other hand, they do 
get back to the banks they would l)c clogging tho 
banking machinery unless the banks could be 
relieved of them; and it is obvious in such a case 
that the only authority who can relieve the banks 
is the Government. That was the chain of (bought. 

10.787. I would like to know what you would say 
to this point of view. Tho gross amount is enor- 
mous, 150 crores, hut if you regard it as proportional 
to the population and its needs it is no logger than 
the small silver which is employed in the currency 
system of other conn tries. According to the esti- 
mate given us in evidence it is only 6 rupees per 
head, and here in England you have 22s. per head 
of population. It might ho asked why, that being 
so (i.e., that it is only a reasonable allowance of 
small change per head of the population), if it is 
no longer standard coin of full legal tender, should 
the Indian currency system take any more account of 
it than is taken account, for instance, of silver in the 
British currency system as a liability in respect of 
the support of the standard of the country? In that 
connection one must consider also the large deposit 
currency of this country, that is the cheque cir- 
culation of the country. If you bring tho cheque 
circulation in this country into account and the 
note circulation and the silver circulation you will 
find that your silver circulation hero plays a much 
smaller part in business than it does in tho case of 
India, where the deposits of tho hanks are some- 
where in the neighbourhood of 200 crores, notes 
another 200, and rupees, say, 150 to 2(H). It is 
roughly a third of tho total there, whereas in this 
country (T was looking at the figures the other day) 
tho hank deposits are somewhere in the neighbour- 
hood of 2,300 millions and the currency notes are 
something like 400 millions; in relation to these 
figures, the silver circulation of about 50 millions 
has a minor significance. The point is that a com- 
parison limited to silver does not bring out tho 
full importance which the rupee plays in Indian 
economy. As in the past it lias been necessary to 
maintain a reserve to deal with redundant rupees, 
and if the same number of rupees are going to con- 
tinue in circulation hereafter one must assume 
that much tho same risks of redundancy will con- 
tinue hereafter as in the past. 

10.788. You dwell also in sovcral places in your 
memoranda upon the point that more weight should 
l»o given, in your opinion, than is given in Sir 
Basil Blackett’s memoranda to the possibility of tho 
substitution, as the result of his proposal, of a 
note circulation by gold circulation? — Yes. 

10.789. Will you expand that?— T look at it in this 
way. We are all familiar with the appearance of 
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a rupee. If you have* to curry 20 rupees with you, 
you have a little pile which weighs quite a substan- 
tial amount. Therefore it is an obvious advantage 
to use a note; but if you are going to introduce a 
high-valued gold coin, the alternative of carrying 
about a few gold coins instead of a largo number of 
rupees would present some attractions and might 
make the user turn to the gold coin. In view of 
India’s attitude towards gold one must assume that 
many of the people who have been in the habit 
of using notes btH-nu.se paper is more convenient 
than a number of rupees would turn to using gold, 
which would he quite a convenient thing to carry 
about. I think thnt is one way of looking at it. 
Also we know that gold is a full-valued coir.. It 
has a certain prestige of its own. The idea that 
Government was introducing catastrophic ch tinges 
into the currency habits of the people might pro- 
duce a certain anxiety in people's minds, against 
which they would naturally protect themselves by 
taking advantage of Government's offer to give them 
gold for paper or silver. In the Finance Depart- 
ment’s memoranda olio sees signs of some uneasi- 
ness on the point, because there is reference to the 
possibility of large holders of rupees being induced 
to postpone. That seems to suggest a certain ner- 
vousness in introducing the gold currency scheme. 
One cannot help reading into that a certain mis- 
giving about the whole operation, and if you arc 
coming forward with a gold offer of tho kind in 
view, L can i magi no no moro unsatisfactory or un- 
desirahlo thing than to have to begin by making 
demands on the favour of your customers. The 
persons who had large hoards would naturallv say, 
“ I iv ill take advantage of tho offer now whilo it 
is on; I cannot bo certain that in three years it 
will still he on. 11 

10,790. I wanted to put an opposite contention 
to you on that, and that is this. Wo have had it in 
evidence more than once that, if exchange became 
stable, part of the recent heavy absorption of gold 
would he? coining out into currency. Instead of a 
drain on Government gold reserves there would ho 
an addition to the gold reserves coming buck from 
their present hoard or a store of valiiu of one sort 
or another. What do you think about that? Do 
you look forward to seeing any effect of that sort?— 
You mean assuming tho exchange was stabilised and 
then* was an offer to give gold to the public in 
exchange for rupees and notes? 

10.701. The argument is that confidence would bo 
established by reason of two tilings — the stability of 
the exchange and the knowledge that gold was 
obtainable whenever it was required. The result 
this would produce would lie so effective that tho 
gold would come out into circulation or conic back 
into the banks' reserves from its present employment 
as a hoard or a store of value? — I do not see why it 
should eome hack from the place where it is serving 
as a store of value into the hank reserves unless it 
was part of tho development of the hanking habit 
among the people. I can quite imagine that some 
holders of bullion would take advantage of an offer 
to get that bullion converted into coin, but they 
could take away tho coin again and keep it once 
more in store. I do not think there is any reason, 
apart from the growth of the investment habit, for 
holding that the circu instances mentioned would in 
themselves bring the gold now held by individuals 
ns a store of valuu to tho hanks. Tho easy oppor- 
tunities for getting gold would, 1 suggest, ho equnlly 
if not more likely to promote tho habit of storing 
gold. 

10,792. At one point in your momoranduin you 
emphasise that, as regards the security of the Gov- 
ernment during the early stages of tho introduction 
of the Finance Department’s ‘cliome, an adverse 
trade balance to which India is liable might involve 
additional sterling borrowing to support tho ex- 
change. I wonder if you could tell us, from your 
long experience, how many times during the last 25 
3 ears such a condition of affairs bus arisen as would 


have this result to which you refer? — During tto 
last 20 years or so the Government has had in Loudon 
a gold standard reservo, large sterling reserves oil 
which one could draw. We are now contemplating 
a condition of things in which these reserves would 
have been utilised in acquiring gold for exchange 
into silver. Therefore any special borrowing which 
tho Government of India might have to do in order 
to finance its gold programme would be supplementary 
to borrowings for tho ordinary financial purposes of 
tho Secretary of State. In that state of affairs 
additional borrowing to finance gold imports for 
exchange would I suggest bo prejudicial to india’B 
credit. Since tho gold exchange standard was in 
lull swing there have only been a few important 
occasions when we have had serious adverse balances 
involving the sale of reverse Councils. 1 was think- 
ing in particular of 1908-9, 1914-5 and 1920— some- 
thing also towards the end of 1919, I think— about 
half a dozen cases in all. 

10.793. On •each of those occasions to which you 
refer I understand there was such a state of affairs 
as regards the trade balance as would have had this 
adverse effect upon such a scheme?— I think that if 
at any time the Government of India wore borrowing 
heavily hero you would have had to raise the quern 
lion as to whether or not tho progress of the gold 
scheme if it also entailed raising of credits should 
not ho slowed down at any rate. Tho gravity of the 
situation would determine the actual policy. There 
is always a risk in a case of that kind, if you are 
forced to borrow very heavily for current purposes, 
of people beginning to question the whole basis of 
your policy. ]f Indian financial conditions were 
suffering a serious, even if temporary, set-back it is 
quite conceivable that tho whole gold policy itsell 
would be brought under review. 

10.794. Let us see what the state of affairs would 
he by an actual instance. Supposing vicissitude 
were to occur before the conversion of rupees into 
gold had progressed very far. The question is would 
not there he sterling assets or unused external credits 
which Would bo adequate to tide over tlu* period? 
For example, supposing 50 ermvs of rupees bad been 
converted, and sterling to an equivalent amount had 
been used up: at that time there would st ; l' bo X) 
erores of sterling assets, and, say, 30 crons of 
external credits?— Tho external credits would bo 
raised as Limy were required. 

10.795. That, J think, is the figure which Mr. 
Denning is contemplating. Would not tho position 
ho safe then? — You have to maintain the converti- 
bility of your note during this stage as well, ami some 
of your 59 erores of assets aro represented by gold 
in India held against tho liability for internal con- 
version of the note. I think that is so, is it not? 

10,79ft. Yes?--- So the whole of that amount is not 
available for external exchange. It has generally 
been thought that a very considerable amount of 
metallic, legal tender ought to be held ill India t> 
secure tin* convertibility of the note. Certainly tho 
Uabing ton Smith Committee did not contemplate 
t.lm amount being below 10 per cent, of the cireela 
tion to secure complete confidence. If an adverse 
position arose in India for any reason, the authorities 
might find themselves in need of considerable quanti- 
ties oi gold for tho conversion of tho note, because 
people might begin to be a little uneasy, if Lhe set- 
back was not prolonged, and only limited to one 
season, one might get through on the reduced reserve, 
but in those kind of things ano d:ni 3 not want to 
take risks or to find oneself in any danger of being 
short. Y'ou have to remember that the liability of 
the Secretary of State on revenue account— apart, 
that is to say, from any capital borrowing required 
for railway finance — runs to the neighbourhood of 
about 28 million sterling a year nowadays, winch of 
course hitherto might have been financed in wart at 
least from the gold standard reserve, there being a 
corresponding lock-up of funds in India. It is pretty 
clear that one eon get through a very large amount 
of sterling in a very short time if remittances from 
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fndia arc dried up. If remittances from India dried 
up for one year it would moan 28 million straight 
away required for home charges, that is apart from 
capital requirements which would presumably be 
financed by loan. At all timos the authorities would 
have to keep in India a considerable amount of gold 
coin presumably — or gold — -to deal with tho conver- 
sion of the note. I take it that at this stage one 
would be extremely reluctant to put out silver again 
which had just been bought back at a heavy prico? 
Therefore- you would only bo able in effect to utilise 
gold for meeting any demand for note encashment. 
At a time when you are undertaking a very far- 
reaching currency reform you want to have your 
reserves on a very ample scale. 

10.797. On tho question of tho sufficiency of the 
reserves, you say that 30 per cent, for gold and 
sterling reserves during tho early stages of tho sohemo 
is inadequate?— That is so. 

10.798. But is not that 30 per cent, an addition to 
tho provision of sterling for tho conversion of the 
redundant rupees P — That 30 per cent, represented, I 
think, the whole of tho gold and sterling assets hold 
in tho paper currency reserve in tho scheme, which 
is, therefore, to deal with tho redundant rupee 
currency, and any demand fur internal conversion of 
paper into metal. 

10.799. But in addition you would havo whatever 
external credits you had raised?-- Yes. But the oppor- 
tunities of raising external credits for the credit of 
the Government of India would l>o prejudiced by a 
scheme of this character. First of all people would 
undoubtedly question the wisdom of a change in- 
volving such a complete upset of the .settled habits of 
generations- a change which would appear not to 
accord with accepted modern currency ideas. As 
regards tho actual investor, ho would not have they 
satisfaction of the confidence which is now given by 
the knowledge of the very largo sterling reserves held 
by Government. So I think, both from llio point c.f 
view of the trained economists and financiers, and 
from the point of view of tho public, the scheme 
would not ho attractive. Tho raising of the external 
credits would raise all kinds of questions as to tho 
wisdom of tho process which mado these external 
credits necessary. 

10.800. Do you think, in estimating tho credit of 
tho Government of Tndiu, tho world at largo pay*’, 
much regard to foreign reserves ?--■! think with 
regard to tho investor in this country, who is the 
person primarily concerned, confidence is given by 
the fact that there aro very largo sterling assets held 
in this country on behalf of tho Government of India. 
These assets are always known to lie thero. T think 
that does have a very important bearing. 

10.801. That is a special circumstance in India’s 
credit position in comparison with other countries? 
— Yes, because sho relies for her finance, and her 
trade depends so much, on this centre. 

10.802. Under the head 11 Security of Government 
during process,” after the gold eimihition is estab- 
lished, you compare the figures of notes and ol 
gold and silver and of what they would be under the 
hill of exchange standard. Have you taken into 
consideration the 160 crores of rupees in hoards 
under tho gold exchange standard ■which would not 
exist under the gold standard?- - Yes. I am dealing 
there with the active circulation. Il do not include 
the immobilised rupees in hoards in thoso figures. 
As a matter of fact, when I wrote these memoranda 
T hod not had tho advantage of fleeing the evidence 
of the officials of tho Indian Government, and my 
figure of 200 crores of rupees under the gold ex- 
change standard apparently ought to be more like 
160. It was not clear to mo from the early 
memoranda how much of this initial 100 crores whh 
going to go out in the stage bofore there was any 
gold coin, and I assumed for the purpose of hypo- 
thetical calculation that a certain amount of it would 
go out in the form of coin ; but, ns you say, the 
immobilised rupees in store are not included there. 

r.r.Tjri 


10.803. 1 want to get- a little closer to your mind 
with regard to this question of linking the rupee to 
gold or to sterling. Should I he right in thinking 
that the tendency of your iiiemora'nduin is rather to 
minimise the importance of any form ol' linking with 
gold in comparison with sterling? I think we have 
at. the outset to form some idea as to how far the 
return of sterling to gold is to ho regarded as per- 
luanent. If you hold that the return of sterling to 
gold in permanent, except for such conceivable 
emergencies as aro of a magnitude which would 
upset currency systems generally, then I think one 
ought not to lay too much stress on the distinction 
between sterling ami gold in devising a sound system 
for India. We certainly held before tho war that India 
was oil a gold exchange standard. Wo did nob hold 
sho was on a sterling exchange standard. Tho idea 
of distinguishing between tho two must be traced, l 
think, to tho upset through which wo have just come. 
For purposes of trade it is obvious that in fixing 
rates of exchange between tho two countries the ex- 
pression of those rates must bo in sterling, but for 
practical purposes we regard sterling now na 
synonymous with gold. 

10.804. Then, in view of tho circumstance that 
India has como through a period in which there 
was a great upset owing to the divergence liotwoen 
gold ami sterling, you do riot regard it as natural 
that India should now say, ns it were, that the link 
should be with gold because what has happened 
in the past may happen again?—-!, think it is quite 
natural that that idea should ho abroad, and I 
think it requires to he ventilated, hut l consider 
that the proper course is for those who understand 
the cause and circumstances of past events to 
explain to people the proper perspective, and I 
think, as L have tried to explain somewhere in my 
memoranda, that Tndia ought to ho asked to reflect 
how sho would have come off had she remained on 
gold at tho pre-established ratio during tho last 
ten years. I think if that question is examined in 
its proper light those who understand it will he 
able to explain to those who do not understand it 
that India would have fared much worse under 
such conditions than she actually did fare, ft is 
obvious that had she remained on the pre-estuh- 
lisliod gold ratio her price levels would have fluc- 
tuated more widely than they have done. In 
1919-20 the rise in prices in India, which even then 
gavo great alarm throughout the country, would 
liavo been exaggerated; and in so far as it has 
been possible to mitigate tho results of the deprecia- 
tion of gold in tho case of India to the extent we 
havo it to-day, she would havo lost these advan- 
tages. As T say, I think in considering this 
question India must consider what sho would have 
experienced had it l»een practicable for her to 
remain on tho pre-war gold ratio during this period 
of upheaval. One may ask what would happen if 
a similar upheaval occurred again. I do not think 
it is possible to predict, sitting here, what India’s 
interest would be. T think she would havo to con- 
sider what course she would adopt in that case in 
the light of the circumstances ns they were at the 
lime. It is not possible to say that, if India were 
to link her currency at a fixed rate to gold it. would 
in all circumstances he* advantageous for her to 
continue that particular link if there was again 
another violent disturbance of the value of gold 
throughout the world. 

10,806. Supposing it were to ho put in this way- - 
that we cannot he sure that what, has happened once 
may not happen again, that sterling may not depart 
from gold in some future conditions which might 
not affect, the world at large. Under tlio.se circum- 
stances if India’s currency is linked to gold and not 
to sterling it can fall back upon the dollar to the 
benefit of stability of Indian prices?-— r think in 
the first instance one may ask ns to whether India 
is going to he safer linked to the dollar than linked 
to the pound. There are elements of uneertainty 
for any country hinging on to the currency of 
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another country. I think India can rightly reposo 
greater confidence in this country, with which she 
has political and financial ties of long standing, than 
sho can in any other country, and that to transfer 
her currency allegiance from this country to another 
(country, apart from the fact that it would not 
accord with the lino of Indian trade, would not 
be in the long run in the interests of India. Aftor 
all, any country has risks. There have been periods 
when the United States itself has been thought 
to be not free from political risks in its position 
with regard to other countries. One may hope these 
sorts of dangers will not materialise, but if they 
did materialise it is obvious that tho reactions on 
India might be very inconvenient. She might, for 
example, find that the possession of dollar credits 
could not be utilised to tho extent she had antici- 
pated, whereas with this country- which does 
appreciate the demands and claims and rights of 
India — she is always sure of reviving the fu'.lest 
consideration of any claim. 

10.806. On n minor question of fact, you say that 
the securities in tho gold standard reserve yield an 
average return of 4J per cent. Was that the actual 
rato during the last two years, or was it not nearer 
.MJ per cent.?- I got that figure from our Accounts 
Department. Wo have recently re-distributed tbo 
securities, and it is possiblo that two years ago they 
may not have been yielding quite that figure, but 
I can got the exact figure for tlio Commission and 
let you know it definitely when 1 come before you 
again.* 

10.807. Now one or two questions on general 
policy. You say under the first head of your 
memorandum No. 6 that your remarks do not imply 
that gold coinage should not bo undertaken in India 
if the people of India desire that tho gold which they 
import should he stamped in small units with tho 
Government hull mark of fineness and weight, and 
ho available on occasion as legal tender. What in 
general is your opinion as to tho desirability of 
adding to a gold exchange standard a gold currency 
of this optional nature? — L do not regard it as in 
any way an essential characteristic of a gold standard 
that there should be a gold coin struck in tho 
country. On tho other hand a project of this kind, 
though l do not attach much importance to it myself, 
seems to me to be comparatively inexpensive and 
harmless. As L say, it merely represents tho placing 
of a Government hall mark on gold which either 
India already has or which she is likely to acquire 
in liquidation of her trnde balance. It bus to ho 
remembered that India has had a gold mint in the 
past, und the people of India — or those who attach 
impnrtanco to this question — inny want to have 
similar facilities again. I confess myself that I 
share Mr. Denning’s view when he says that he does 
not think this gold would in the circumstances of 
which we are now speaking circulate to any material 
extent ns currency. It would merely ho a convenient 
form for storing it away. I think lie says that unless 
tho rupee is exploded the circulation of gold is likely 
to be of very small dimensions. That would accord 
with what one has learned from experience and with 
the experience of people who have had long 
acquaintance with Indian conditions. As I say, I 
do not regard it as an essential feature of the 
scheme, but as an excrescence of a relatively harm- 
less character. 

10,808. Under the next head you Ray: “It is re- 
cognised that the large additional drain of gold to 
India over the ordinary demand, which is already 
large, might seriously affect gold prices.” Would 
you explain that? What is the nature of the diffi- 
culties which you apprehend, and whut is their 
extent?- As things stand at present, a large supply 
of gold for India, over and above what she is taking 
in the ordinary way, would presumably have to come 
from the surplus holding of the United States. 1 
should imagine that with careful management and 
wise guidance it should not ho impossible to move to 
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India a very considerable amount of gold from the 
surplus holding in the United States, assuming that 
tho financial authorities looked with favour on tho 
operation, without a genoral upsetting of discount 
rates in presont conditions, but what the offects in 
the hereafter would be I am much more uneasy 
about, because having set on foot a gold circulation 
in India, with tho increase in population, and so on, 
it is quite on the cardB that the annual increment 
of coin, which in the past has largely taken tho form 
of silvor, would in tho future turn more to gold, and 
therefore there would be not only an immediate de- 
mand for a large capital sum, but, probably for an 
indefinite period, a continuing additional annual 
demand, in good times, for increment to the 
currency in place of silver hitherto. I say all this 
with a good deal of reserve because though I believo 
that it ought to bo possible to movo a large amount 
of gold without a general upset, l cannot help 
having some hesitation as to whether in practice it 
would he done. I took a cutting out of a paper not 
long ago of the views of American bankers as to the 
question of gold movements in which tho statement 
appears: “Our bankers would like to see a slow 
outflow of gold but fear that under the existing 
trade and stock market and real estate building con- 
ditions, any genoral outflow of gold would result in 
a sharp decline of commodity prieos.” Though I 
believo it might be possiblo, I apprehend there is a 
risk that even in tho presont it might have serious 
relictions, possibly from psychological causes, and 
that in the future the additional demand on gold 
might have a very serious influence in the future 
level of gold prices. 1 am rather inclined to support 
that view from something which Sir Basil Blackett 
says. On one occasion ho said something to the 
effect that he believed that at the present moment 
whon there is a redundancy of gold in America, this 
kind of operation might be set on foot, but if we 
wait a bit the gold may not be available for the 
purpose. From that 1 rather infer he himself recog- 
nises the danger that if things are loft alone the 
surplus gold which is now in America might dis- 
appear in other ways, and therefore if the force of 
an additional demand for India is not immediately 
felt, ultimately it would bo felt. I do not know 
whether that makes my meaning clear. 

10.809. Tho final part of that paragraph reads: 

“ Is it safe to sot asido altogether tho possibility of 
a fall in gold prices, especially if tho demund for 
gold was increased by additional requirements for 
India for tho purpose of providing a gold circula- 
tion? ” I gather you are inclined to answer that 
question in the negative? — T do not think you can 
set it aside. I think it is a factor of which account 
must be taken. 

10.810. You say : “ if the solution of India’s ex- 
change problem is to be essayed while world con- 
ditions are still unstable, it would seem inopportune 
to add to tibe risks by any action that might tend 
to cause a rise in the value of gold.” What con- 
ditions of instability have you in mind there P — To 
my mind the principal factor at the moment which 
produces a certain amount of uneasiness is the un- 
equal distribution of tho world’s gold, because so 
long as a dominant country holds such large excess 
amounts of gold beyond what is required under its 
law or for sound practice one cannot fool altogether 
free from a risk that Boino time or other that gold 
may havo its normal consequence by leading to a 
largo expansion of credit, and set on foot a general 
rise in prices throughout tho world. Ono would 
naturally prefer, if one could have it, that Buch a 
danger should be out of the way before one set to 
work to stabilise the Indian exchange. I am not 
recommending for a moment that it ought to be 
postponed on that account, but I think it is desirable 
that those who have to recommend on questions of 
policy Bhould realise that thore is at the present 
momont in the world a potential source of disturb- 
ance, and one does not know how long the policy of 
carefully controlling the value of gold will persist. 
It has been carried out with astonishing success for 
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some years now, and one hopes it will ho continued, 
hut it is always possible that political circumstances 
might lend to some change in policy — a change of 
personnel or other cause. Therefore* in forming the 
policy for India at the present time one must realise 
that there is in the world, at any rate, that element 
of disturbance. There are, of course, other elements 
of disturbance, though perhaps less obvious. 

10.811. In view of what you have just told us, is 
thero any circumstance in current conditions to 
which, in your mind, weight should ho attached in 
considering whether it is prudent at the present 
time to undertake a settlement of India’s currency 
problem?- 1 think the particular influence 1 men- 
tioned is probably the most important of the un- 
certain factors of the moment so fur as India is 
concerned; that is to say, what is to he the future 
value of gold. On the other hand, wo must attach 
importance to the fact that an increasing number 
of countries have come to the conclusion that things 
are not too unfavourable to justify the step. It has 
been dono in this country. T think 1 have quoted 
a speech of the Chancellor of the Exchequer in which 
he suid that wo appear to have entered upon a 
period of greater stability throughout the world than 
before. Probably it is unavoidable that there should 
he some risks, and, on the whole, it is for the Com- 
mission to weigh up whether the risks are sufficiently 
groat as to justify India adopting, when her internal 
conditions are sound, a policy of further waiting, 
when such a policy has been set aside by countries 
whose internal conditions are less sound. 

10.812. Would you be prepared to givo an answer 
to that question yourself? Would you he prepared 
to say whether it is advisable to wait or whether 
the times arc ripe for a solution of the problem? - 
I should feel more confident if I had had the opinion 
of some of the authorities who were likely to know 
more definitely than I do what is to bo the policy 
of the great central hanks in this matter. If I 
was assured hv such an authority as the Governor 
of the Bank of England that he did not anticipate 
any change in the policy which has been prevailing 
for the last few years, then I should say that India 
would Ik? right in accepting whatever measure of 
risk thero was in adopting a policy of stabilisation 
at the present time. 

10.813. I understand you to couple that with the 
reservation that it is not prudent to make up your 
mind that the time is ripe so to deal with the Indian 
currency problem as to introduce a new element of 
uncertainty into that most uncertain factor, the 
world’s gold supply? -I certainly attach importance 
to that that we should not introduce another un- 
known variable into a world where there are quit-* 
enough unknowns already. 

10.814. And a variable in that factor of the 
equation which is already tbo most unknown? Just 
so. 

10.815. I notice that in tho last paragraph under 
tho second head you deal with the question of the 
disturbance to the world’s silver market, and the 
possible reaction on the silver interests of tho 
United States of America. That is a matter on 
which perhaps wo might wish to get evidence from 
special sources, but I notice you say: “The pro- 
posal really means that the silver which the United 
States were induced to supply to Tmlia at a time 
of great emergency is to be thrown back on to the 
market.” Could you explain that? I am not sure 
I entirely follow how that comes about? — During the 
war, as you aro probably aware, there was grave 
danger at ono time of the Government of India 
having to declare tho notes inconvertible owing 
to tho drain on its silver supplies. It is safe to 
assort that they would have lieen unable to avoid 
inconvertibility if it had not been for the timely 
help that the Government of India were able to 
obtain from the Government of the United States 
through tho good offices of His Majesty’s Government 
here. *Tha American Government held, as they still 
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hold, large supplies of silver acquired under Acts 
of the American Legislature, and they were in- 
duced to break up a number of silver dollars and 
sell the bullion to Tndia for tbo replenishment of 
the reserves and tbo supply of currency to the 
people of India. That Act was a very remarkable 
piece of legislation. It is referred to in a book 
recently published called “ The? Formative Periwl 
of the Federal Reserve System,” by Governor 
Harding, from which it is perfectly clear the Ameri- 
cans took a special pride in this Act. lb was passed 
with extraordinary expedition. Governor Harding 
says- I am quoting from his book — “In ordinary 
circiiinstauecs tins passage of such a Bill would havo 
required several years, if indeed it could have been 
(nit. through at all. The Pittman Act was perhaps 
tbo most unique of the war measures, and its 
passage relieved a situation fraught with tho 
greatest, responsibilities.” That is, as I say, a 
quotation from a hook which [ happen to havo 
been reading lately. It brings out. the fact that it 
was a piece of legislation in which America took par- 
ticular pride. By it the Americans rightly considered 
they hail rendered exceptional and signal service 
to -Great Britain and Tndia in the course of tho war. 
When they passed that legislation, which Governor 
Harding says in ordinary times they might not have 
got through at all, they had to take account of their 
own silver interests. The Bill was treated with 
great secrecy and very few people knew about the 
motive which prompted it, ljccausc it was considered 
highly undesirable that the risks of inconvertibility 
in India should become the subject of public com- 
ment; hut in order to got it through, the American 
Government bad to agree to re-purchase, at the price 
of a dollar an ounce. American-mined silver of tho 
quantity they were giving up for tho use of India. 
They implemented that obligation after the war by 
purchasing American-mined silver at tho price of a 
dollar an ounce to till up tlio g;ip which had licon 
caused in their silver reserves. During a consider- 
able part of the time during which those purchases 
were in progress the world price of silver was sub- 
stantially Ik* low that at which they had contracted 
to their American silver producers to rc-piirchasc. 
In view of that history, I think it, is clear that the 
idea of dealing a serious blow to tho silver market 
would come with peculiarly ill grain from India, 
which had so much benefited from tho action of tho 
United States Government in the course uf the war. 
My contention is that any appeal to the American 
Government for assistance in regard to tho gold 
aspect of the casso would he hound to raise considera- 
tion from them as to the bearing of llu? proposals on 
tho American silver in teres Is. L cannot say, of 
course, how that would appeal to the Americans or 
what action they would take or what proposals they 
might, suggest, hut I can quite conceive that the 
question of goodwill in respect of gold would he 
coupled with some request enabling tho American 
Government to givo compensation to their silver 
interests who would ho prejudiced — as they obviously 
would be prejudiced —by such a scheme. 

10,816. Yon mean the United States would ho in 
this frame of mind: they would say. “ Wo helped 
you when you were in a tight place with silver which 
you had from us, and now you seek to return that 
favour by slaughtering tho silver market”?- I[ 
think that is tho ordinary way in which ono would 
look at it. You have to remember that in tho United 
Stales the silver interests havo for a very long time 
played a most important part in politics, and thero 
has been a series of Acts, of which tho Pittman Act 
was tho last, of which the object was to givo some 
support and protection to the American silver pro- 
ducing industry. 

10, *17. Have you given any thought in this con- 
nection to tho miction of tho silver market and tho 
price of silver upon copper and other huso metals, 
load and tin?- In so far an silver is produced sn 
association with these other metals, ono would assunio 
that the output of silver would to that exteut he 
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likely to continue, in spite of tho decreased demand 
for it, ami that those undertakings which were pro- 
ducing silver in association with other metals would 
find their profits affected. T suppose if conditions 
enabled them to do so— I do not know whether they 
would — they would try to recoup themselves as far ns 
possible for their losses by raising the prices of the 
other metals, but it does not seem that there would 
bo any particular ground for the expectation that the 
production of silver would ho materially reduced, ns 
it is produced to such a large extent as a by-product. 

I think in regard to this question of silver, of course, 
one has to tako account very much of the large 
amount of silvor held in the form of ornaments in 
India, and I myself attach importance also to the 
position in China. Not only would India be affected 
so far as her exports to Ohinqi are concerned (and 
particularly in regard to raw cotton from Bombay, 
which is probably tho most important of them), 
owing to the fact that as the Chinese exchange is a 
silver exchange the Chinese would find themselves in 
a less favourable position for importing, hut it is also 
an important mat tor when a very large population 
such as that of China is subjected to a capital 
levy of perhaps as much as 25 per cent., for that 
is what might happen. All the savings of a large 
neighbouring population of an important powor — 
China — would be subject to such a levy, in offect, and 
it is quite evident that our political relations with 
China would he hound to -be aiTected by a thing of 
that kind. Seeing how disturbed tho country is at 
tho present moment, and the difficulty there iB in 
maintaining docent political relations with China, 1 
think tho Foreign Office might have something to say 
on a question of policy which might have tho effect of 
inflicting a capital levy throughout the length and 
breadth of that country. 

10.818. Apart from political considerations, the 
maturial reaction you would apprehend from thiB fall 
in the value of Bilver, so far as China was concerned, 
would take the form of a diminution of the trade 
between India and China p — It would affect tho 
powor of China to buy from India. 

10.819. Thoro would be a diminution of the 
Chinese capacity to absorb Indian goods P — That is 
so. It would, of course, affect also and oqually 
Chinese power of purchasing from other gold 
countries. 

10.820. Parsing now to the paragraph in which 

you deal with tho cost of tho scheme, your last words 
nro : “ Obviously, if the real assets arc excessive 

under to-day’B conditions and admit, either in the 
aggregate or as regards non-interest bearing amounts, 
of safe reduction, tlion the apparent saving from 
associating tho reduction with tho introduction of a 
gold circulation ih to that extent illusory.” I have 
gathered from your memorandum that your principal 
criticism of the estimates of the cost of the scheme 
as prepared by the Finance Department in India is 
that there is brought in against tho cost a saving, 
hut that saving is one which might be effoctod in 
any case according to the assumptions made, whether 
the gold circulation were adopted or not, and there- 
fore that it cannot be regarded as specifically a re- 
duction on tho cost of the scheme for a gold circula- 
tion P Yes. 1 think, for example, the metallic ro- 
servo to-day, on the figures oil which we have been 
working, is obviously higher than is required for 
safety, und the fact that it is as high os it is to-day 
is merely a reflection of the presence of silvor which 
returned in tho last period of depression. That 
silver is likely in the ordinary way to go out and 
its place to bo taken by interest bearing securities; 
ns in fact, from the figures at the end of the memo- 
randum, is already happening to some extent. So 
far as that is true it is clear you cannot regard the 
accidental fact that we have to-day too much silver 
as being itself any ground for assuming that under 
n gold currency yon would make an important profit 
from getting rid of it. 


10.821. Wo may put it in this way. Here u i 
potential saving to be m&do. If that potential 
saving is eaten up, as it were, in starting a gold 
circulation, that muBt be reckoned &b part of the 
cost of introducing tho gold circulation P — Certainly. 

10.822. It is on that basis that you argue that 
the cost of introducing the gold circulation must 
bo put as high as three eroroBP— Yes. I regard that 
as quite a low estimate. 

30.823. The only question I would ask on the sub- 
ject of the alleged defects of the pre-war system 
und your analysis of those defects is this. I under- 
stand yoyr general observation with regard to these 
alleged defects, when they are considered in relation 
to the proposals of the Fin&nco Department, is that 
you admit that to some extent there havo been defects 
in tho exchange standard system, but hold they are 
dofocts which can be remedied by the establishment 
of an exchange standard on a better basis; they are 
not inherent?— 1 That is so. Tt is dearly the case, 
at any rate, with regard to tho defects I have 
lettered 0, D and K. 

10,821. B is not roally an issue between an ex- 
change system and a full gold system, but an issue 
as between a gold exchange standard and a sterling 
exchunge standard P— That would be so, yes. 

10,825. As regards A, would it correctly interpret 
your viow to say that tho difficulties owing to the 
large silver content of the rupee must ho inherent 
in any system which contemplates tho continuance of 
a very large volume of silver rupees of tho presont 
fineness in circulation P — In theory that is bo. Even 
in this country wo experienced a similar difficulty 
during tho War, which led the Government to reduce 
the fineness of our own subsidiary silver. 

10,820. ( Sir Henry Strakosch.) Under the first 
head of your Memorandum No. 3, you refer to the 
optional issue of gold coin in India; i.e., to give gold 
coin upon occasion. Would you regard that as a part 
of a monetary system? — When I used that phrase 1 
was thinking rather of a conceivable recurrence of 
tho sort of emergency we had in tho War, when there 
were difficulties in acquiring silver at a prico con- 
sistent with tho maintenance) of the par of exchange. 
Tn such circumstances it might bo of assistance to 
the Government to have a means of making payments 
in gold. I did not contemplate there would be any 
habitual offer of gold by the Government in pay- 
ment. The word 11 occasion,” as used there, really 
means in the ovent of somo unusual emergency, 

10.827. Just as the Government of India might, in 
certain circumstances, issuo nickel coin for silver coin 
if the emergency arose? — Certainly. 

10.828. In that sense? — Yes; the only difference 
being that tho gold would be more likely to be accept- 
able to the recipient. 

10.829. I follow that. You mentioned, in the 
course of the answers you gave to tho Chairman, 
that the three forms of money in circulation in 
France worked satisfactorily; that no trouble was 
experienced in tho working of that system. I wonder 
whether you appreciate that although France did 
not herself feel any immediate inconvenience, being 
a mopiber of the Latin Union, the other members of 
that Union were caused serious inconvenience P They 
were caused serious inconvenience the moment danger 
loomed in the distance. Lot me say this to make the 
point clear. When there was a throat of war in 
1914, Switzerland was swamped with five-franc pieces, 
which were legal tender both in Switzerland and 
other countries of the Latin Union, and that 
caused grave inconvenience to Switzerland and 
ultimately France. Is not a similar situation 
likely to arise if you have three kinds of 
money, one convertible into the other, in circulation 
in India? — Your analogy suggests to me that the 
difficulty arose in the case you mention owing to 
tho fact that more than 'one country was involved, 
and that one country was going to be a belligerent 
while the other was likely to remain neutral, so that 
by a transfer of coin which was legal tender in both 
countries from one to the other the person doing 
so felt he was likely to get better value in gold or a 
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belter exchange, and was tliereforo protecting him- 
gelf against depreciation. In tho case of India that 
particular difficulty, which was due to tho fact that 
both Switzerland and France were members of the 
Latin Union, is not likely to occur. I can only 
answer your question by referring to the period from 
1898 to 1914, when this convertibility to which you 
refer was in force in India. It seemed to work 
satisfactorily then; Indian trade made very great 
progress, and the internal currency requirements of 
the country seemed to be met satisfactorily. 

10,8*10. 1b it a fact that tho difficulty only aroso 
in tho case 1 mentioned because two countries were 
concerned ? The difficulty really arose, 1 take it, 
from tho desire of tho French people who held five- 
franc pieces to convert them into gold? — Yes. 

10.831. If you had in India a rupee coin which 
was convertible into gold, would not tho effect of 
having such a coin in circulation be to make people 
convert it into gold in India when danger loomed 
iu tho distance P- The Government of India have not 
hitherto undertaken the obligation to give gold for 
silver in India, and I myself in those Memoranda 
havo not contemplated that they should undertake 
that obligation. The obligation the Government of 
India has undertaken lias been (with a degree of 
formality which may or may not be capable of im- 
provement) to give gold exchange in this country 
for ony full Indian legal tender. 

10.832. That is, in practice, equivalent to gold?— 
In normal times it is equivalent to gold. I do not 
think any inconvenience arises from the fact that 
the note is convertible into silver and silver into 
notes. That particular obligation did not cause any 
inconvenience in the past; the silver reserve was 
always adequate to exchange notes for coin if 
required. 

10.833. Would you in theory regard a system by 
which a paper note is convertible into another 
token coin which depends on the limitation of its 
issue for its value as desirable? — I do not regard 
that as an ideal system in itself at all; 1 only 
regurd it as having boon a good tiling in tho past, 
as it promoted the acceptability of the note. One 
has to remember that India has boon used to tho 
rupee for generations, ami when it was a question 
of stimulating the use of the note, a very important 
factor was that the note should Ikj readily con- 
vertible into tho coin with which the people wore 
familiar. From that point of view the peculiarity 
of the convertibility of a paper token into a silver 
token played an important part in bringing the 
Indian currency system to its presont state and :n 
promoting the note-using habit. It must he remem- 
bered tho silver token in India occupies a rather 
exceptional position, because it has been for so long 
tho standard coin of the country, the coin with 
which the great bulk of the transactions of the 
people of the country are carried out, and with 
which they have been familiur for so long. T» that 
respect it possesses a different character from tho 
silver token of most other countries. 

10,834. Would you regard it as essential that the 
note should continue to be convertible into the other 
token coin — the rupee — if the note itself is con- 
vertible into gold, or gold exchange?— In that 
connection you have to deal with different kinds of 
people. I take it the primo interest of the people 
who are conversant with these questions and who 
are concerned with foreign exchange is that the 
local currency should be stable in foreign exchange. 
On the other hand, from the point of view of tho 
ordinary mass of the people, who are not conversant 
with these things, but who are ignorant and un- 
tutored, I should think it is desirable that tho note 
should bo capable of conversion into local metallic 
currency; in other words, the internal converti- 
bility of the note has an importance in India which 
does not arise at the present time with us in this 
oountry. I have not had an opportunity of mixing 
with the peasantry in India or knowing what view 


is likely to be held by officers and others who are 
familiar with the habits of the peasantry; it seems 
to me that kind of question can only bo answered 
satisfactorily by people who are familiar with the 
habits of the untutored classes in tho villages in 
India. My own limited experience suggests that 
the grant of free convertibility was very important 
in Tndia, and Finance Members have always en- 
deavoured to increase tho popularity of the note 
by increasing the opportunities for conversion. 

10,835. Another question with regard to the 
present price of silver. The Chairman has nlroady 
stated that the present price of silver seems low, 
having regard to tho general rise in prices, and you 
montiunod you did not think tliero was great 
likelihood of it rising unless tho purchasing power 
of gold wero to fall. I seem to roeolloet thnt in a 
report furnished by Messrs. Carpenter and Cullia 
— (which was an Appendix to the Babington Smith 
lleport) — they forecasted an increasing demand for 
silver, and therefore suggested there was a likelihood 
of the prico of silver rising, independently of tho pos- 
sible depreciation of gold. Could you enlighten us on 
that?-— I should like to refresh my memory on that 
question, but my recollection of that roport, which 
was written in 1919, was that they anticipated nt 
that time that tho price of silver was going to 
remain at an abnormally high level for tho years 
after 1919; hut no sooner was the ink on their report 
dry than tho price of silver liegan to tumble, and 
the calculations they had been at great pains to 
make were falsified by the course of events. Tho 
world’s production of silver seems to be pretty 
stable, judging from such statistics as T happen to 
have here. Before tho war it was 230,000,000 fine 
ounces. The estimate supplied to mo for this year 
is 230,000,000 fine ounces, and last year the figure 
was 236,000,000 fine ounces. T suppose, of course, 
tliero has been a reduction in tho demand for silver. 
The absence of demand on the part of the Govern- 
ment of India for silver for coinage has been an 
important factor, and other countries have had to 
give up their silver coinage to a large extent and 
are only now reviving them. At the present moment 
the fact thnt the Government of India holds 80 to 
90 crores of silver is an influence which, at least 
for the present period, militates against any sub- 
stantial rise in silver prices. 

10,830. But you would not dismiss the possibility 
of a rise, apart altogether from the depreciation of 
gold? — No, l could not ho so rash as to dismiss it. 
Boforo tho War people would have been inclined to 
discount tho idea of silver ever going to 80d. with 
great confidence. 

10.837. In ono part of your Memorandum you say 
that if Trulian currency hud been rigidly linked to 
gold she might have fared worse than she did by 
allowing the exchange to rise, because prices would 
have kept stable? — I would rather say because tho 
range of fluctuation was, pro tanto, reduced. 

10.838. I am not quite sure my figures are correct, 
hut f have figures boforo mo showing that the whole- 
sale prico indices of the United States stood in 
January, 1920 (taking tho 1913 figure as 100), at 248. 
They rose to 272, and finished up at tho end of the 
year at 189. On the other hand, Indian prices - 
converted into gold, which you have to do for pur- 
poses of comparison — stood at 290 at tho beginning 
of the year, rose to 293 and fell finally to 110. That 
shows far wider fluctuations than tho United States’ 
prices, and rather contradicts the statement you 
made that prices were relatively much more stable 
in India than in a gold using country like the 
United States?- -We wero concerned in this matter 
with the internal prico level ns measured in 
internal currency to which the people wore 
habituated. 1920 was n year in which the rupoo ex- 
change was very high, and you havo converted it 

’ into a gold riso proportionately high. If you look 
at it from the point of view of tho conventional 
reckoning of prices in termB of rupees tho result 
will, I think, lie different. 
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10.839. I agree, but have not you got to measure 
the prico fluctuations in gold? — That is certainly 
one important way of looking at it, hut I think tho 
other is also an important way of looking at it. 

10.840. You want to suggest that, the lag being 
so great in the adjustment of internal prices they 
havo not suffered so much?- Quito so. 

10.841. Hut of courso tho external trade must have 
suffered very considerably P— Yes. 

10.842. Because of the fact that their currency was 
not linked to gold, and the exchange was allowed 
to fluctuate? — That is so. 

10.843. Under (D) of your Memorandum you refer 
in the second paragraph to contraction of the in- 
ternal circulation, and you say : “ It is part of 
accepted theory that contraction of tho internal 
circulation should he tho regular sequel of with- 
drawals of sterling from the reserves.” Can you 
give us any details of the happenings in 1920 (I be- 
lieve it was) when some £50,000,000 sterling of Re- 
verso Cou mils were sold? To wlint extent was tho 
rupee circulation actually contracted? Was it con- 
tracted by the equivalent of £50,000,000 ? — That is 
a question which I have been examining, and if the 
Commission wish it I could put in a short note on 
the question which might be of interest to them, 
showing the rapacity of tho -Indian market to stand 
contraction, and also bringing out, in a rather 
different way from Mr. Denning’s Memorandum, tho 
amount of the contraction which occurred. 

10.844. (Chairman.) We had a memorandum from 
Mr. Donning on tho subject. If you have anything 
which could be usefully added to that, it would he of 
interest? — 1 could tell you so mo points of interest 
n<yw. T find that allowing for the reduction of the 
note issue in 1020 and the return of silver from tho 
public, there was a contraction, if you take the first 
ten months of tho year covering the period of tho 
sale of reverses of something in tho neighbourhood 
of Rs. 39 crores. Actually in that period tho figures 
indicate that tho contraction should have been about 
Its. 51 crores. There would therefore be a deficiency 
from the desideratum of something like 12 crores, 
which was made up mainly by the issue of govern- 
ment debt created ad hoc to the reserve. W'hat 1 
would like to hring out is that there was a very con- 
siderable amount of contraction in tho course of that 
year, though it fell short, by a figuro which could ho 
calculated in different ways, of what was desiderated 
by tho correct working of currency theory. One 
goes on from that to oxamine how far this contrac- 
tion of circulation affected the total cash and credit 
available in tho country, and if you examine tho 
deposits of the Presidency Banks, tho Exchange 
banks and the principal Indian banks you find 
(though there is .probably a certain amount of over- 
lapping, because the other hanks used to keep certain 
balances with the then Presidency Banks) that on 
December 31st, 1919, tho deposits of all those banks 
were about 209 crores, while on December 31st, 1920, 
they had gone up to practically 223 crores, or an in- 
crease of 24 crores. Ono comes to the conclusion, 
therefore, that there was an increaso in the credit 
availablo which, at any rate to a considerable extent, 
set off tho reduction of cash withdrawn from the 
market by tho salo of reverses and the subsequent 
locking up or destruction of currency. Ono thon 
turns to tho question of why it was not possible to 
effect a larger amount of contraction, and examines 
the discount rates of tho Presidency Banks. In that 
year the Bank of Bengal’s rate never rose beyond 
7 per cent., which prevailed from February to June, 
and tho rates of the Bank of Bombay and the Bank 
of Madras rose to 9 per cent. I will give tho Com- 
mission these figures later on. One might argue at 
first sight that theso rates, which later on fell as low 
as 5 per cent, in tho case of the Banks of Bengal and 
Bombay, did not accord with a policy which was de- 
signed with a view to supporting the exchange 
through contraction of credit; hut we are told 
by the Controller of Currency at the time that 
there was very considerable stringency in the bazaars, 


and tho averago rate of accommodation as calculated 
from the shroffs’ discount rato for traders* bills, 
ranged from 8 to 11 per cent. Mr. Denning says 
the currency was not contracted to the full extent 
of the amount realised by the sale of reverso councils, 
as it was feared the shortage of money which might 
have thus been caused would seriously affect business 
generally. We must apply that remark, from which 
1 see no reason to differ, to the attitude taken by 
tho banks. Thoy could not stifton tho rato more 
than thoy did without jeopardising an interest which 
was wider and bigger than the interest of exchange. 
The facts scorn to show that we havo to face a funda- 
mental difficulty, as thing# arc in India at present, 
in securing crodit contraction on the scale and with 
iho promptness which may be required to keep 
the situation under control. I do not want to go 
now into the question of tho various difficulties in 
1919 and 1920, which wore to some extent peculiar 
and exceptional, such as the Government deficit and 
the lnrgo issues of Treasury Bills, but one can arrivo 
at certain conclusions which bear on what Sir Honry 
was saying— that if at any time wo were to suspend 
remittances for Government on account of exchango 
weakness, we ought at once to bring those remit- 
tances to tho account of reserves, so as to secure the 
necessary contraction, instead of dealing with them 
through tho Treasury balances, which merely means 
that money withdrawn from the market in Tndia 
goes to swell tho Government deposits at tho bank. 
It is obvious that in so far as you do that you 
merely improve tho hank’s cash position and do 
nothing to chock the expansion of credit. I think 
that is a point which at some stage of this inquiry 
requires some examination. [ am of opinion that 
past practice in this matter lias not altogether 
accorded with what correct theory and practice 
require. Tho extent of the possible contraction at 
any time is not so much likely to be governed by the 
strength of the sterling reserves us by the capacity 
of trade and business to endure the strain. That is 
another lesson ono learns from the events of 1920. 
Tho reserves were very largo and a lot of ourrency 
could havo been drawn off, hut trade could not stand 
it. 

10.845. It is a question of which is the cart and 
which is tho horse, is it not?- -Yes. The Central 
Bank, if it is charged with the duty of currency and 
credit control, will bo working, owing to the un- 
developed conditions of credit, under serious dis- 
advantages as compared with Central Banks in 
countries with a highly developed credit organism. 
In particular I might mention one obstaclo to sound 
working due to tho existence of the stores of currency 
which have been referred to at various times, and 
which may always como out and fill up the gaps 
you are trying to create by currency contraction. 
Until you can really get a system under which people 
will give up tho idea of holding rupees as a store of 
value in themselves, and will be content with a pass- 
book, any control of credit in India is likely to ho 
affected by tho existence of those stores of value. 
Those are some of the lessons which I have derived 
from a study of tho figures of 1920, and if you think 
iL will he useful I will put in a short memorandum 
on this point, bringing them all together. 

10.846. (Chairman.) I think it would be of great 
interest. 

10.847. (Sir Maneckji Vaddbhoy.) I would draw 

your attention to tho last paragraph under (E), 
whore you state : 44 Pre-war experience suggests 

that, if India miiBt for long years to come have a 
full legal tender metallic circulation, the require- 
ments of Die country, including the desideratum of 
stability, can be met by an appropriate development 
of the gold exchange standard.” In your Memoran- 
dum you have not indicated tho lines of such appro- 
priate development; may I ask you briefly to 
enlighten the Commission on tho lines you think 
an appropriate development of the gold exchange 
standard should take?— Borne of the points to which 
you refer will be found to be covered in some of the 
other Memoranda. 
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10.848. I noticed thatP — The principal respect in 
which I think the pre-war system was defective lay 
in the fact that although the Government had 
accepted the obligation to give rupeos without limit 
for gold or gold exchange at a fixed price, there waB 
no corresponding obligation to give gold exchange 
without limit for rupees at the appropriate price. 
When the ordinary current of Indiun trade was 
temporarily reversed, the habit was for the Govern- 
ment to come out with an offer of a limited and 
stated amount of Reverse Drafts, which might or 
might not be adequate to maintain the exchange. 
Until 1920 the amount so offered did in practice prove 
sufficient from time to time to take off the redundant 
currency from the market, but in 1920, though 
there were good reasons for the policy, tlio amounts 
offered were clearly not sufficient, and we had the 
peculiar experience of tho Government selling drafts 
at one rate and tho inurket rato of exchange being 
at a different rate. That is the situation — obviously 
a very undesirable one — which I think could bo met 
and would not arise if the Government or the bank 
or whatever authority is concerned were to under- 
take to supply gold exchange without limit at the 
appropriate price. 

10.849. The result of your argument is that tho 
effectiveness of the gold oxchange standard in actual 
practice depends on the action of tho Secretary of 
State and the Government of India in selling or 
exchanging rupees for gold or sterling and sterling 
for rupees ?- Yes, just as the gold standard depends 
in practice on the action of the authority charged 
with selling or buying gold at appropriate prices. 

10,860. When the silver standard was abandoned 
in 1893, the fundamental basis of the gold exchango 
standard was the linking of the rupee to the 
sovereign at a fixed fraction of 15 to 1, was it not? 
—In 1893? 

10,851-2. Yes. — That wns the fundamental basis. 

10.853. Then does it not logically follow that if 
it is impossible to maintain that ratio the basis of 
the gold exchange standard has failed in its most 
important aspect? — I would not adopt that conclu- 
sion, because the system seemed to work very satis- 
factorily from 1898 to 1914, and the conditions that 
upset tiie working of that system were such as shook 
the gold standard in countries where it was firmly 
established. I would ascribe the breakdown of the 
Indian exchango to a much more far-reaching cause 
than that; I would ascribe it to tho fact that the 
great countries of the world, which wero habitually 
free markets in gold, decided to bottle up their gold, 
with the result that countries dependent on them 
for gold found they could not get their supplies of 
it. That set in motion a number of consequences 
which drove tho rupee away from its moorings. 

10.854. Then you have no remedies to suggest to 
prevent a similar state of affairs happening again, 
and India being placed in the same position in tho 
future? — I can only suggest measures which will 
prevent the wholo world being drenched in blood 
again — tho development of peace-loving organisa- 
tions which, if they continue, should also prevent 
India suffering from tho kind of danger to which 
you refer. The disaster to currency throughout the 
world was only a small disaster in comparison with 
the loss of life and of happiness caused by the Great 
War, and I think if the causes of these evils are re- 
moved tho danger to the currency will probably ho 
removed by the same process. 

10.855. Then we can safely assume, from what you 
say, that the breakdown of tho system did not 
originate in India or was not duo to any war expen- 
diture incurred by tho Government of India? — I 
think, broadly speaking, that is true. Tho break- 
down was due to world-wide causes. 

10.856. Was not the main cause the acceptance of 
payments duo to India in London in sterling, which 
could not be transmitted to India during the war 
period P Was not that the main cause of the break- 


down of the exchange?- -As 1 say, I think the main 
cause of the breakdown of tho standard was that 
countries declined to part with their gold and there- 
fore somo other means of payment had to be in- 
vented-something other than the normal method. 
Moreover, under the circuinstunces of tho war the 
opportunity of discharging a portion, at any rato, of 
India’s favourable balance by means of commodities 
was very greatly diminished, and thus the strain 
was thrown more and moro upon metals, the principal 
and most valuable one of which was not available, 
or was only available to a trifling extent, for tho 
purpose of liquidating India’s credit balance. 

10.857. You have spoken about the difficulties in 
finding gold in your Memorandum. Is it not a fact 
that a form of internal token like rupees, not being 
exchangeable into gold, is a permanent canon of the 
hoarding of rupees in India and the unavailability of 
gold? — I do not regard it as being in any way 
necessary for the satisfactory working of a currency 
system that there should ho gold metallic coin in 
circulation. 1 should not by any means regard that 
as essential. What appears to me to be necessary 
is that when there is a redundance of local currency, 
tlio Government or the authority charged with the 
duty should have the means ami tho will to withdraw 
the local currency to the extent required by the 
circumstances. That seems to me to Ik; what is 
essential. 

10.858. India, with her favourable trade balances 
and being a creditor country, is in a position to 
demand that the nature and form of her currency 
shall bo what she wishes, is not that sop — She is 
normally in a position to delermino tlio nature and 
means of payment in which her favourable balances 
shall bo liquidated. Let mo put it in this way: she 
is in a position to demand that her favourable balance 
should be liquidated in whatever form she wishes. 

10.859. In determining that question, is it neces- 
sary for India to pay any attention to any outside 
economic disturbances whirli may take place, pro- 
vided those disturbances are not of a nature or 
character to react on Indian policy?— It is hardly 
possible, seeing the important part that India plays 
in world trade and finance, that any changes which 
affect the world outside on a large scale should leave 
India unaffected. It is therefore not possible to 
attach any very precise meaning to the idea that 
India can create an upset outside and not herself 
feel the reactions of that upset. India plays such 
an important part in aifairs that, if she upsets tho 
commodity value of gold throughout the world, she 
cannot escape from tlio reactions herself. There- 
fore in this matter India, in considering her own 
interests, cannot ignore what happens elsewhere, 
because what happens elsewhere will affect her. I 
do not know if I have made my meaning clear. 

10,800. Yes. You mean to indicate that India's 
interests necessitate the consideration of world-wide 
interests and the avoidance of world- wide economic 
disturbance, and you think that her policy should Iks 
formulated so as to be on the lines of least resist- 
ance? I would rather put it in this way: India 
cannot afford to bo indifferent to what happens out- 
side, because of its reactions on herself. She can 
consider this question, therefore, entirely from the 
point of view of her own interests, but her own 
interests require that sho should take account of 
reactions elsewhere. 

] 0,861. Hut these reactions must ho of such a 
nature as to afreet her internal economy. Merely 
becauso these disturbances are going to affect, say, 
the United States of America, because the United 
States may have to part with gold if gold is 
demanded in India, and the better price which India 
is willing to pay for it may cause it automatically 
to move, would he no ground for India to take into 
consideration in arriving at a determination of tho 
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problem P — You aro assuming, I take it, that those 
move infills would have no effect on India herself, 
and she need not bother about what happonR outside 
in Limb case? 

10,802. Yes. — [ am not at all sure how far that 
is so nowadays. We have entered on a period of 
world ro-oporation, which is represented hy the 
J league of Nations and other organisations of that 
sort. T do not know how far to-day people would 
hold that a great country could properly pursue a 
purely individualist line. Sueh conduct belongs to 
a largo extent to the state of things which prevailed 
before the war. Actually, of course, in this par- 
ticular proposal you are yourself making, you have 
to remember it is always open to the country from 
which you expect to get your gold to put an embargo 
on gold exports. Such a country has therefore in 
its hands a weapon to the possible use of which jou 
must not ho blind. 

10,86.1. But the main volume of our trade is with 
tho United Kingdom. With the United States, as 
you are aware, tho volume of our trade is compara- 
tively small P — Yes. 

I0.8G4. How will that affect the situation? This 
country cannot ho indifferent to what happens in 
the United States. If, for example, tho United 
States had to protect itself against a drain of gold 
for India hy putting on a gold embargo, it might 
he taken as certain that this country would have 
to do likewise, under present conditions, because 
the gold reserves in this country would not lie 
capable of meeting the Indian demand, assuming as 
we do now that America had declined to meet it. 
Tli is country would therefore in such a case have to 
defend itself. I am only dealing now with hypoth- 
eses; you asked me to do so. 

10,86.5. Yes. I see your point, but were not these 
considerations taken into account hy the United 
Kingdom when it lately wont hack to the gold 
standard? No. I think it may he safely said that 
the possibility of a largo additional demand for gold 
for the purpose of promoting a gold circulation in 
India was not a consideration before tho authori- 
ties when they decided * to re-establish tho gold 
standard in ibis country. I am not one of those 
who was in any way responsible for that decision, 
nml you will have opportunities no doubt of dis- 
covering tho facts from tho people who were respon- 
sible, hut my own impression is there was no such 
idea. I think that can he shown by looking at the 
dates on which these things wore done. The first 
nny of us heard of this project of a gold circulation 
was in connection with tho labours of this Com- 
mission, whereas the decision to revert to tho gold 
standard in this country was taken in April of last 
year. I infer from that that the idea of having to 
supply 100 ernres of gold for a project of this kind 
was not before the authorities at that time. 

10.866. According to your view then, India could 
never go in for the adoption of a full gold standard? — 
I think she has to travel a long way before that idea 
could he contempln ted safely. I myself do not 
regard tho idea of a gold coin in circulation as 
itself being a good thing. I think it is undesirable 
and it is out of accord with modern ideas that a 
country should impose on itself the sacrifice and 
expense of using ns counters for business transactions 
the most expensive material, or very nearly tho most 
expensive material tho world knows of. 

10.867. I do not quite follow you. I will put it in 
this way: Will you indicate the lines along wliieli 
you think India might roach this goal?- The idea of 
gold currency in circulation? 

10.868. Yes. -Are wo talking now of a gold 
standard or gold currency in circulation? 

b 10,869. A gold standard with gold currency in 
circulation.- I must preface my remarks by saying 
that I do not myself regard a gold currency in 
circulation as being an ideal to be aimed at. if 
India were unwise enough to want and were prepared 
to foot the hill for it, I should have said the method 


* 

of procedure would he by tho reduction of rupee 
coinage to the greatest possible extent, and probably 
hy the cessation of rupoo coinage and tho rointroduc- 
tion of the rupco note. The next step would be tho 
promotion and development of banking facilities up 
and down the country so as to get back in t/hu 
ordinary course of events tho stores of rupees in the 
form of bank deposits. Then there would l>e the 
eventual minting and placing of gold in circulation. 
If it wero to bo done it would have to he done over 
a very prolonged period with a largo amount of pre- 
paratory work. 1 am not prepared to forecast the 
length of time it would tnke, but I think it would be 
a very long time, and I think it would ho an essential 
preliminary to any such stop to encourage n gradual 
development of banking business. Onn should draw 
back tho surplus currency so that there could be no 
question of any sudden demand for encashment. I 
do not think this is a thing which can lie done in a 
flash. You will understand, I hope, that in saying 
this 1 am not advocating this stop at all; I think it 
would he contrary to India’s interests. 

10.870. You are opposed to a gold standard for 
India ? — I am opposed to any project which aims at 
making gold the only unlimited legal tender coin of 
India, and which involves the degradation of the 
rupee on the lines discussed in theso various 
memoranda. 

10.871. Let mo pursue this inquiry from another 
point of view. You know that in India there aro 
large hoards of gold?- Oort a inly. 

10.872. Do you expect India’s hidden stores of gold 
can be used profitably for the Stato unless there is 
some assurance to India of a gold currency? — I 
should hope so. I should look at the thing from the 
point of view of two classes of people. Ileal con- 
fidence in tho currency system as it affects the 
ignorant and untutored masses depends on the 
facility of being able to obtain the silver coin to 
which they have been accustomed, and in which tho 
people of India have confidence. I should hopo that 
would go oil in conjunction with tho gradual develop- 
ment of hanking business up and down the country 
so that eventually tho currency which is held as a 
store of value would come hack to tho hanks. That 
is the first consideration. Tho second <*onsideration 
is this: I regard it ns all important for the estab- 
lishment of confidence that the purchasing power of 
the currency unit should remain stable. I speak of 
tho purchasing power in terms of the commodities 
with which the ordinary Indian is concerned. Those 
aro tho two requirements to be met as regards Indian 
villagers. Them is another class of peoplo whose 
needs have to he considered and whose needs are 
different, and that is the class consisting of those 
engaged in the export trade and external finance. 
They obviously roquiro that tho currency which they 
use shall have a constant purchasing power internally 
and also a constant purchasing power of gold ex- 
change. I should have said that if those desidorata 
wore satisfied you had the essentials of a sound cur- 
rency system in India, and there is no need for the 
introduction of a gold coin as the main medium of 
circulation. 

10,87.1. You cannot really suggest any method of 
getting this hoarded gold out in India except with 
a gold currency? — I suggest that w T itli the gradual 
development of banking business mid tho investing 
habit in India currency held as a store of value- • 
and I include gold capable of being brought to the 
hanks and turned to productive uses in the same class 
as currency hold as a store of value — witli the 
development of hanking habits and confidence in the 
political administration of the country, such currency 
should come back, and India will then becomo a 
supplier of capital for its own needs on a much 
greater scale than ever before. I do not consider, 
however, there is any necessity to supply a gold coin 
for circulation for that purpose. 

10,874. You must have noticed that since tho Wai 
there has been a large importation of gold into India? 
—Certainly. 
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10,876. You jnuBt also bo aware that a large 
quantity of silver rupees has now been substituted 
by gold as a hoard? — Cold lias been substituted as 
a hoard for rupees, yes. 

10.876. In very large quantities? — I have heard so. 

10.877. You must also have heard that Iho desire 
to hoard gold in India at present and to substitute 
it for silver rupees is duo to the idea that the silver 
rupee has depreciated and that it is not safe to hoard 
it? — That is not tho reason 1 have boon given for 
this fact. 

10.878. It may not be your reasons, but I am 
giving you tho reasons which prevail in India at 
present. Do you think with all those views now 
prevalent, and very strongly prevalent, it is likely 
that anything short of a full gold currency will meet 
the requirements of the country and be satisfactory 
to Indian aspirations? I linvo given my reasons for 
thinking that a perfectly sound currency system, in 
accordance with modern ideas, could be established 
without having a gold unit in circulation, and I 
consider that tho real secret of unlocking the private 
vaults of India lies not in providing a gold circula- 
tion, but in the development of sound banking habits. 

1 suggest one of the reasons for the exceptional im- 
jKjrtation of gold in recent years has been not only 
the apparent cheapness of gold os compared with 
what India was accustomed to in pre-war times hut 
also the very high cost of manufactured commodities 
in the principal countries from which India is in the 
habit of importing. As manufacturing costs are re- 
duced —and they aro being redwed in most countries 
— T should hope that Tmlia would see that her inter- 
cuts lay more in taking commodities of a useful 
chaj-acler than in taking gold. 

10.879. You made a very strong point in answer 

to the Chairman when discussing this gold currency 
quostion that the gold currency would replace tho use 
of currency notes ? 1 suggested it was a danger that 

could not lie overlooked or set aside. 1 cannot, of 
course, tel) you to what extent it would occur, hut I 
gave reasons in answer to the Chairman for holding 
that it might militate against the development of tlio 
note-using habit. 

10.880. Will you please enlighten me as to this? 
When the Government issued sovereigns freely during 
the interregnum, was l lie use of noles diminished in 
any way? -It is difficult to say to what extent the 
issue of gold replaces another form of circulation. I 
have always been given to understand that the gold 
issued by the Government did not circulate to a. great 
extent as currency and therefore it went largely, either 
to add to the stores of value held already or towards 
replacing stores of value previously held in another 
form. Apparently it has not eirciilatud sis currency 
to any material extent. T am referring, of course, to 
Iho gold issued by Government in tho past, lint 
different considerations would arise if the holder of 
tho nolo were to he given the right to demand gold 
and if gold became the solo metallic full legal lender. 

10.881. You have referred to tho passing of tho 
Pittman Act and the pride which tho Americans took 
in the passing of thin Act, and in reply to the Chair- 
man you Ntatod that this Act was vory expeditiously 
passed and conferred a great benefit on India in 
allowing her to obtain the silver she roquired at tho 
right and proiier time. I would like to ask you a 
few questions in this connection. As regards tin* 
increased value of silver, you know that silver went 
til' to ns much as 78d. during tlio war. Was not 
that apparently duo, at any rate, to the wrong 
liolicy adopted by the Government of Tndia -in pre- 
venting the large slocks of Indian silver being ex- 
ported to European countries?— At the time when 
the silver crises became most acute in (India tlio 
amount of silver held by the Government was 
extremely small and India at that time was a 
creditor country entitled to receive largo payments 
from outside. This seems to make it difficult to 
understand how currency could be exported on any 
serious scale without its place being taken by some 


other form of currency. Gold was not available at 
the time; tho only currency would have been Noles 
which, in the absence of silver, w'ould have had to 
become inconvertible. 

10,882. My point is that tho price of silver went 
so high because silver could not bo produced in tho 
market in large quantities? — Yes. 

10,885. If the embargo bad not been placed on tho 
export of silver, there would haw* been a great in- 
ducement to Indians who had hoarded silver in very 
large quantities to dislodge it and put it into tho 
market, and so the price of silver would not liuvo 
risen so much? — You have to consider in that ease 
what India would have received in place of tho silver 
she exported. Under your hypothesis India would 
have been a largo exporter of silver, tiho was at 
that time a very large exporter of wmr materials of 
all kinds, for which there was great difficulty in 
finding a means of payment. Now you aro pustu- 
lating that in addition to that large quantity of 
war materials she might also have exported a large 
quantity of silver. 1 should be tempted in reply to 
ask what India would have received payment in? 
She could not he paid by the import of commodities, 
because production in the great countries was 
required for war purposes. She could not get gold. 
There would therefore have been no means in which 
she could have received payment, except in the form 
of inconvertible paper. 

10.884. May I. ask what England did in these 
circumstances when she got goods from America? 
Hlie raised loans there. Why were not similar 
opportunities given to India? Did England give 
India # fhe opportunity to receive payment in other 
ways? — I think this country had to adopt the policy 
of raising credits in America not because she thought 
it was a good thing hut because she was forced to do 
it. She thereby acquired an obligation which will 
he a very serious obligation for. future generations to 
discharge. \ do not know that India would have 
found herself in a very satisfactory position if she 
had merely established a largo debt from tlio world 
to her, the liquidation of which, ns the conn tries 
concerned had placed an embargo on gold, would 
have taken quite a considerable and indeed an in- 
definite time. (India would not, so far as I cun see, 
have been in a position to obtain payment for these 
extra exports we are now contemplating except in 
the form of debts due, and in obtaining satisfaction 
for those debts she would have been largely at tho 
me ivy of those to whom she had given credit. 

10.885. Thai may have been the situation as far 
as America is concerned, hut do you think if 
England had floated a sterling loan in India for 
the payment of Indian exports India would not have 
taken up such a loan wry largely? -At that time 
the people of India were providing loans on a quite 
unprecedented scale for the needs of the Indian 
Government, and for the discharge of their respon- 
sibilities ill the common cause. 

10.886. That strengthens my argument. — Those 
loans weru all required for the purpose of financing 
the vast exports from India which India was already 
Contributing to the common cause. 1 do not know 
that in addition to those large loans it would havo 
been possible to raise further loans. 

10.887. You do not think it would have been 
possible?- It is difficult to go hack eight or nine 
years and express a positive opinion, hilt you liavo 
to consider the quite unprecedented scale on which 
loans were raised then. 

10.888. Indian loans were* floated without any limit 
at that time?— Rupee loans, yes. 

10.889. And they were always well subscribed to? 
—Yes. 

10.890. If India hud been placed in a position 
to obtain for her exjiorts payments in other ways — 
deferred payments by means of loans— does not it 
naturally follow India would have accepted that? 
— 1 think it is a matter of opinion. At that time 
the progress of tho war was uncertain; it was un- 
known how long it would go on. I think it is quite 
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arguable whether al that timo tho people of India 
would have felt sufficient confidence in tlio future 
to havo given large external credits in lieu of prompt 
payment. The Indians who were lending money 
under thoso conditions would have had to take tho 
risk of a passible devaluation of sterling. They 
might at that time — in the middle of the war have 
undertaken to receive a sterling I.O.U. in exchange 
for their experts, but in what form that sterling 
debt would have been ultimately liquidated would 
obviously bo effected by the course and issue of tho 
war. Let us take the ease of Franco or Germany ns 
an example. Supposing a portion of the French 
Colonial Empire had lent France vast sums and taken 
a franc debt in payment; they would not have felt 
particularly happy at tho present time, when the 
value of their debt had been divided by five and the 
question of getting it hack was under consideration. 

10.891. Do not you think the people of India would 
certainly havo accepted or preferred the credit of 
H.M. Government to that of the Government of 
India, oven at that time? —As I say, it would havo 
involved uncertainties. Ind*'a was a creditor on a 
very large scale as it was. 1 feel much hesitation in 
saying she would have been prepared to havo added 
another largo debt to her claims. 

1 0.892. Was not the sterling loan raised in England 
immediately after the war subscribed in a few hours, 
and also subscribed by Indians by telegraphic orders 
on their agents in this country? — l should have to 
refresh my memory on tho methods by which sterling 
loans were raised during tho latter part of the war. 
It was believed that tlio subscriptions were not de- 
rived in all cases from the genuine savings of tho 
British people. T do not know' how far those loans 
were sulttcrilKMl by the help of hank credits and ex- 
pansion. Hut it w'as generally believed that to a 
considerable extent this was the case. 

10.893. There is one thing I should like to know in 
connection with tho Pittman Act. When these dollars 
were released hy the Government of the United States 
for the benefit of India, was there any understanding 
or condition binding India to any monetary policy? 
— None whatever. 

10.894. Not even for tho time being? — None what- 
ever. No permanent monetary policy was at that 
time ill contemplation. 

10.895. Was it not a fact that at that time the 
United States of America had a redundancy of silver 
currency?- I do not know how far that is tho way 
to look at it. T do not know whothor there was a 
redundancy of silver currency in circulation, but 
Lhey undoubtedly held very large supplies of Rilver. 
Whether that should he regardod as redundant or not 
is a matter of opinion. 

10.896. Do not you think that in helping India 
they also helped themselves?- I think anyone who 
helped India to play her full part in tho war was 
helping themselves as a fellow belligerent. We wero 
all allies at the time, and no doubt the fact that 
America was concerned with uft all in the victory 
made her take a favourable view of this project. 

10.897. I fully appreciate that, but os I under- 
stand your contention it is that the Unitod States, 
if wo now adopt this gold standard policy, will say, 
** Tndia has been ungrateful; we helped hor during 
the war, and now*, ten years later, she is going to put 
into the market 200 crores of rupocR of silver and 
thus indirectly affect us.” That is the point?— I 
think as acute business people and ns politically 
minded people they are hound to realise tho effect 
that such a project will havo on an important 
national industry, and though tho ordinary man in 
the street may look on it from the point of view of 
gratitude and reciprocity, tho American Government 
will be more likely to look on it from the point of 
view of their political position. Governor Harding, 
in that little extract I read, said he doubted whether 
it would have been possiblo to got tho Pittman Act 
through in ordinary times. Those considerations will 
become dominant again if the question is raised of 


selling vast amounts of silver in association with the 
gold circulation scheme, and whether or not the 
United States Legislature will permit the Govern- 
ment of tho United States to be a party to a policy 
which is going to inflict a serious blow on an impor- 
tant national industry I do not know. 

10.898. But is it really going to give a serious blow 
to tho United States P Sir Basil Blackett’s scheme 
extends over a period of ten yoars, and in ten yoars 
there will bo a gradual dislodgement of the silver. 
There are world factors to be taken into account. 
Will it really affect the silver-producing countries? 
— I can only judge from the fact that in his own 
estimates 2-ld. is taken as a conjectural price of 
silver, as compared with the prico of 30d. or so ruling 
to-day which, uh was brought out in an earlier part 
of to-day's evidence, may itself ropresont a lower 
price than may be obtained at an early date if Bilver 
prices get into lino with general commodity prices. 

1 think a reduction of that sort, which is purely 
hypothetical and which might bo greater, is likely to 
have a serious influence on tho United States 
administration. 1 can only givo you my opinion as 
it strikes me in view of my knowledge of the special 
history affecting tho Pittman Act. 

10.899. Will not China and other Eastern coun- 
tries also absorb some part of this silver? — That, of 
course, is largely a matter of conjecture. No doubt 
silver would look chcup to them, hut they would have 
seen its gold and commodity valuo decline under the 
influence of Indian sales, and their experience with 
tho metal might well discourage them from taking 
any material additional supplies. 

10.900. (Mr. Preston.) As a possible answer to the 
question* which Sir Maiicokji Dadahhoy has been 
asking you with regard to tho introduction of a gold 
standard with a gold currency, and his endeavour 
to obtain from you some expression of opinion as to 
a system which might meet his views, 1 should like to 
muke a suggestion to you ns being a possible answer 
to his enquiry. My first proposal would lie that all 
further coinage of rupees should he stopped, and that 
tho notes in future should l>o known as Gold Mohur 
Notes and should carry with them the right to claim 
gold for export purposes only. That would mean wo 
should never again in the history of our system havo 
any difficulties such as you have represented in pro- 
ducing contraction wlioncvcr it was necessary? — You 
will only havo tho difficulty resulting from the 
inability of tho market in India to stand a con- 
traction. 

10.901. Let us leave that out of tho question for tho 
moment? — hi so far as you had managed to reduce 
your rupee circulation to the absolute minimum 
required for carrying on tho affairs of tho country, 
und could rely on u return of gold from circulation to 
support exchange — and it is a matter of opinion 
whether it would come back— you would pro tanto 
havo protection against the exchange. You con- 
template that tho gold notes would entitle the holder 
to receive gold for export only and you would have 
to he prepared in those conditions to deal with tho 
practical question of limiting your exchange for 
export purposes only. I suppose you must arrange to 
give your noto user the opportunity of getting some 
form of metal for internal purposes. 

10.902. I will como to that shortly. Your present 
reserves would stand as they aro? — Tho silver 
reserves ? 

10.903. Your paper currency gold reserves would 
not lio altered? — Would the silver reserves remain? 

10.904. I will come to that also. You havo had 
difficulties in the past; as you have explained, the 
old system failed, or partially failed, at times. There 
waa difficulty in 1920 in producing full contraction? 
- Yes. 

10.905. That iB why, to a great extent, the wit- 
nesses we have had before us in India have called the 
old system a mismanaged one from that one point of 
view. Obviously notes would only go into the 
currency offices to claim gold for export provided that 
we had got to export coin? — Yes. 
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ft, 906. So that from that point of view our con- 
traction would be automutic an tho market required 
it?— Yes. 

10.907. On tho other hand, wo would limit tho sale 
of Council Bills to the actual amount of home charges 
which can ho takon for argument's sake as at the 
present moment round about £40,000, 0(H) sterling? — 
That is a proposition rather difficult to apply in 
practice, because we do not go out of business on the 
Hist March, and one always lias to look a little ahead. 
Jiimiting remittances to tho homo charges is to bo 
construed in rather a broad sense, I take it: in 
other words, you would ullow a certain amount of 
operations in advnnce in anticipation of homo 
charges coming along; otherwise your operations 
would wane on tho 31st March and you will get on 
to the Indian slack season and start the new year 
with ull your home charges to bo remitted ; yet this 
would be the season when remittance operations from 
t/lie point of view of the Indian taxpayer uro not 
usually most profitable. 

10.908. When tho Finunco Minister makes his 
statement ho says that ho contemplates that remit- 
tances on account of home charges will be at a 
certain round figure. No-one assumes for a moment 
that that is correct within £100, OCX) on an amount of 
40 million pounds?— 1 think you will have to have a 
considerable margin. Heavy payments at the bogi li- 
ning of tho year have to be provided for in advance. 
I think un interest payment on the sterling debt is 
due at the beginning of April. 

10.909. The Finance Minister ran estimato fairly 
closely what bis homo requirements are going to bo, 
can lie not? Ixst us take that as a hypothetical 
case.- -There are other conditions which must not he 
overlooked. It is to the advantage of Tmlia to avoid 
external borrowing if she can, and therefore if it is 
possible to draw from India funds for capital pur- 
poses instead of obtaining money by sterling borrow- 
ing it is to India's advantage to do so. We always 
budget in practice to close the end of Lhe year with a 
minimum working balance. Wo have in practice 


a policy which docs not involve drawing more from 
India than is required for home charges in tho broad- 
est sense, but in particular periods there arc con- 
siderable sums in hand either for capital purposes or 
in advance for requirements of the next year. We 
do not aim at keeping here permanent balances in 
excess of whut is required. Budget esti mates are 
always framed to bring down balances to a minimum, 
because the Government of India finds it desirable to 
avoid debts in this country ns far as possible. 

10.910. In the discussions which have taken place 
an other Commissions and whenever the matter is 
dealt with, either outside or in tho papers, we aro 
all accustomed to speak of tho homo charges amount- 
ing to round about a given sum: is not that so? It 
is so, but I think there is very often a considerable 
inaccuracy and looseness outside which does not take 
into account means of utilising surplus funds which 
may happen to be drawn from India owing to favour- 
able circumstances in tho course of the year. 

10.911. During last year tho home requirements 
were round about 10 million sterling? Js that cor- 
rect? — Including capital charges they were about 
that. 

10.912. The sales oF additional councils have l»een 
provided by tho Government of India as against 
currency? Tho gold funds here have been invested 
in securities on this side? Yes. 

10.913. This amounts at the present day to between 
9 and 10 erores ol’ rupees? — 1 think it is 9. 

10.914. Instead of that excess amount having been 
taken by you hero and invested in seeiirit ies, let us 
assume that wo ship that amount in actual gold to 
India, as has boon done in previous years?- -Yes. 

]0,9jr,. Over a period of years? — Yes. 

10.916. And until the gold so shipped shall have 
accumulated to the amount of 100 million pounds 
sterling? — Yes. 

10.917. {Chairman.) That raises a now topic which 
will probably take some little time to discuss. 1 think 
perhaps wo had bcLlcr adjourn. 


{The witness withdrew.) 
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Sir Hajendranatii Mookehjkk, K.C.l.E.. 
K.C.V.O. 

Sir Noucot Hastings Ykklkh Waiuikn, K.C.l.E. 

Sir Begin am) Maxt, K.C.l.E., C.S.I. 

Sir Maxkckji Byiiamji Dadabhoy, K.C.l.E. 

Sir Hexiky Stuakohcii, K.B.E. 


I\C., D.S.O., D.S.C., M.IV (Chairman). 

Sir Alexander Boiikkthon Muiumy, C.B.E. 

Sill Ft IIS IIOT IM DAS TllAhlJHDAS, C.I.E., M.B.E, 

M.L.A. 

Mr. William Edward Fhkston. 

Mi. G.H. Baxter. \ e.rretaries ). 

Mr. A. A yang ar. j 


Mr. Cecil H. Kisch, C.B., re-called and further examined. 

10,918. {Mr. Kisch.) Before you start, may I just Monday. Tho calculation giving A\ per cent, as tho 

refer to one point you asked mo to look into last yield on the gold standard reserve was made on tho 
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figures for the year ended 30th September, 1925. 
The receipts fur tins year were : — • 

Dividends and discounts £1,771,109 

Accrued Interest on Bonds sold ... 10,676 

£1,781,785 
Per cent . 

i.e., on a lleservo of £40 million 4.45 

The figures for the half-year ended 30th 
September, 1925, show oven a -better 
result, tho Interest receipts being 

£928,209 or 4.64 

Tho estimates for 1925-26 assume a total interest 
receipt from the reserve of just over £1,800,000, 
practically A\ per cent. 

10.919. (Chairman.) What exactly does that cover, 
so far as tho securities included are concerned P — We 
varied tho holding some time ago. 

10.920. But to what does it apply?— To the 
£40,600,000 sterling which is held in the gold stan- 
dard reserve, of which the form of investment can 
be put before you if you uould like to have a state- 
ment showing the exact form of holding. 

10.921. That is the average rate of interest during 
the period specified on all securities held in the gold 
standard reserve?- Yes, that is to say discounts and 
interest. That was, of course, only one item of the 
three factors in the cost question in regard to which 
I suggested to you that tho figures put before you 
in India were unsatisfactory. There was first tho 
point that those estimates assumed for the purposes 
of comparison that tho present excess holding of 
inert metal was permanent. There can be no doubt 
that tlioy did assume that. Secondly, they assumed 
that the rate of interest was 3 per cent., whereas I 
have given you tho figures taken from our accounts 
showing that it is actually 41 per cent, at the present 
time. I only took 4 per cent, in my calculation, 
allowing for sumu decline in interest rates. The 
third item to whieh some regard must be paid is the 
effect on the future coinage of silver rupees if the 
rupee is exploded. 

10.922. Tho loss of profits on coinage P— Tho loss 
of profits on coinage, because the presumption is that 
if tho rupee is going to bo no longer unlimited legal 
tender, and there is to bo a change over from a 
silver circulation bo a gold circulation as far as 
possible, tho future profits from the coinage must ho 
reduced. The actual amount of reduction I took 
was very small, and hardly affects the iLom of charge. 
For that reason I think the estimate of cost I pro- 
vided errs, if anything, on the side of moderation. 

10.923. To complete your picture, would you feel 
it necessary to refer to the possible substitution of 
note circulation by gold circulation, leading to an 
increase in the amount of gold required above tho 
estimate? — Certainly.. 1 iirovided nothing in my 
estimate for a possible turnover from notes to gold, 
which would clearly have an adverse effect on the 
<x>st of the scheme for promoting gold currency if 
it took place. I did not provide for any such turn- 
over, but in so far as there waB such a turnover 
‘there would bo a decrease in the investments held 
in the currency note reserve, and theroforo a 
further element of cost to be faced. I have not 
included anything in my estimate for that, bocauso 
it wus u hypothesis, and T could not give you any 
figure. I could only state that there was an 
indefinite, and incalculable amount which would vary 
according to the judgment of different people, and 
which could legitimately be added to tho cost. 

10.924. Have you also given some consideration 
to tlio question of whether a sufficient amount has 
been allowed for tho possible replacement of silver 
in active circulation by gold?--In so far as that 
would .postpone fresh issues of silver, do you meanP 

10.925. Yes ? — In so far as that would postpone 
fresh issues of silver, that would mean retardation 
of tho accrual of coinage profits. The other point 
I wished to mention is that I have sent round to the 
Members of the Commission through the Secretary a 
copy of a memorandum* dealing with the eveniB of 
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1920, somewhat on the lines of the sketch I gave at 
our last meeting on Monday. It has probably not 
yet been distributed. 

10.926. (Chairman.) It has reached us this morning. 

10.927. (Mr. Preston.) In order to refresh the 
memory of the Commissioners, may I just Bay at 
the outset that I waB dealing, when wo adjourned 
last Monday, with a suggested scheme for a gold 
standard leading to a gold currency, and my object 
in submitting that to the witness for hiB consider- 
ation was to deal with questions which had been 
addressed to him by Sir Maneckji Dadabhoy, and 
hiB replies to those questions. I bad already 
mentioned one or two points, but I think perhaps 
it would not be out of place if I were to recapitulate 
briefly what I havo already dealt with. My first 
postulate was that we should (1) stop all further 
ooinage of rupoos, and (2) future issues of notes 
should be gold mohur notes, convertible into 
gold for export purposes only, such notes 
to be fully convertible into rupees. One 
of the great objections which has been 
raised to the Void gold exchange standard as 
practised in India prior to the war was that it 
was capable of mismanagement, and one of the 
greatest detractions from that Bystem was that it 
did not provide for a complete contraction of cur- 
rency. If under a new scheme a gold mohur note 
was issued, convertible fully into gold for export 
purposes only, would that, in your opinion, abso- 
lutely remove any contention that contraction of 
currency would no longer be possible? In so far 
as there was strict conformity with the theory that 
on the tender of notes in exchange for gold for 
export the notes wore destroyed, and the gold ex- 
ported, what you say would apply, but you must 
realise that under the scheme you havo outlined 
there will still bo a reservo known ns tho gold 
standard reserve, and that therefore it would be 
open to the authorities, if they deemed it nocesssary 
to do so, to borrow from the gold standard re- 
serve, and in that way maintain the note circu- 
lation. For example, the resources held in the gold 
standard reserve could bo transferred to the paper 
currency reserve, and thus it would be possible for 
tho authorities to maintain tho currency at the 
same level. I must therefore answer that question 
by saying that in itself it does not provide complete 
security on paper; there would still be something in 
tho discretion of the authorities. 1 am not imply- 
ing that that is necessarily a criticism of tho scheme, 
because I believe myself that on the gold standard 
us worked in most up-to-date countries, the central 
banking authorities have various means for reliev- 
ing an excessive stringency that may bo caused by 
the export of gold. For example, it is open to the 
Bank to buy securities, and thus to increase the 
funds at the disposal of the market. 

10.928. That is exactly what my point was. The 
authorities have power to do it, but they never exer- 
ciso that power. Under this scheme the holder of A 
gold mohur note, if exchango fell and had. got to 
export point, would have no authority who cow 
gainsay him his right to tender notes, and ask for 
gold for export purposes. There would be no ques- 
tion of an authority utilising its discretion ?--There 
would be no question of an authority Utilising its 
discretion in the sense of refusing gold to the ten- 
derer of the note, but my point was that there were 
other means of maintaining the note circulation. 

10.929. Just so. I add to what I have already said 

that such notes would be fully convertible into 
rupees, i.e., there is no question at all about altering 
the tender of rupees in any way. Then I add two 
sections which are really used more for explanatory 
purposes than for any other reason, and which 1 havo 
called (a) and (b). (o) is: “ For the purposes of 

this section it shall be understood that export 
means gold shipped from Calcutta and Bombay to 
London.” That is important, because the point has 
been raised as to what really does constitute export. 
I do not know that we need distUBs that very much; 
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is not ft material point? — It is a question of prac- 
ticnl possibility as to whether you run oustm* that 
mild issued in tins wav is genuinely exported to the 
destination tout* mpiatod. It is a practical question 
of which you have heard in India. 

10,111)1). ((Jfniii mun.y It. might assist the witness ii 
we were to pul these matters before him in tlm form 
of questions to which he can apply his mind. 

10,931. (Mr. Preston.) Certainly. My next point 
is: “ No shipment shall he for a less amount than 
10,lMX) gold mohurs not a lakh — “ by any person 
or firm or hank whatever.’' Would you kindly 
favour us with your opinion on that point? I gather 
that is part of tins precautions you contemplate 
taking with a view to ensuring that the gold is for 
hour, fidt i export purposes, on much the same lines 
as the Bank of England liad made its regulation not 
to supply less than 400-oz. bars. It is a counterpart 
of that. 

10,93*2. It is a counterpart of that. The limitation 
in England to-day is this. The Bank of England 
gives sovereigns for exixiiT, but they hex them them- 
.•.elves, ami practically ship them themselves, and a 
hill of lading is given to the buyer of the sovereigns. 
Ill the case of bar gold they allow any individual 
to go lo the hank and to ship the gold himself, 
obviously because there would ho no advantage in 
holding up several lakhs of ounces of gold? In this 
country it is the cnxo now that you can get 
100 ox. bars for internal use from the bank, a 
thing you do not contemplate in Ibis scheme. I 
shall have a word to tsa> 011 your* first point later on; 

I must, not be taken to assent to all these prupusif ions 
as you have read them out, because T lime not bad 
any questions upon them, but I should like to refer to 
question 1 later on. 

10.933. (('hnirnum.) Mr. Preston has been good 
enough to supply me with a copy of his questions, 
hut 1 think it would lend to save I ho lime of the Com- 
mission if cadi inemlier had a copy before him. 
Several of the questions and in particular Nos. 1, 
9, II and 1 2- -appear to me to he such as would come 
more appropriately aller Mr. Kiseli has developed 
his views 011 remittance in general. 

10.934. ( Mr m Prrxton.) That is for your discretion 
entirely, Sir. 

10,955. (Oh a inn on.) Would it bo any inconvenience 
in you to posLjsme going into this thoroughly until 
we have all had the questions before us? 

10,9:10. iMr. PrrxtoH.) Not at all; .1 will postpone 
them with iho greatest of pleasure. It u ill give the 
witness more time to consider tho subject. 

10/937. (Air. Kindt.) Mr. Preston kindly gave me a 
<opy of his memorandum yesterday, and i have had 21 
little time to consider it, hut I am entirely at llie 
disposal of tho Commission. 

10.938. (('hair ma 11 .) All those points which Mr. 
Preston wishes to raise will come with even greater 
advantage jifler Mr. Kisch has developed his views 
from Memorandum No. 4, in which he, deals with tho 
transfer of the note issue, ami by then wo might 
all bo able to have a copy 01 these questions before 
us. It will save a great deal of tii .10 if we postpone 
them now. 

10.939. (Mr. Preston.) By all means. 

10.940. (Sir Purxhutu m dux Thakurdas.) Id the first 
paragraph of your Memorandum No. 3 you ray: 

II Tho introduction of gold as the sole metallic un- 
limited legal tender, and the conversion of the rupee 
into a limited legal tender, involve ;i complete de- 
parture from established custom. ” Is this custom 
to wdiich you thore refer based on the result of any 
inquiry by any Commission, or is it due to action 
taken by tlie executive in actual contravention of 
the unanimous Report of t-lio Fowler Committee ? — 
Since the Fowler Gnmmitco there have* been two 
Commissions which have investigated the subject of 
the rupeo exchange the Chamberlain Commission of 
1914 and the Bnbington-Smilh Committee of 1919. 
Though T am aware that tho Powder Committee did 
loan towards a gold circulation, ( I do not think that 
at that time the merits of a gpld standard without a 
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gold circulation as coni pa rod with 21 gold standard 
with one wore apprec iated Lo the extent that they 
21 ro to-day. 

10.911. My qiic*tin!i was this: Is that custom lutsed 
on home thing which was arrived at or recommended 
by a Comm iL leo ;ilter lull inquiry, or on MimoLhiug 
in actual emit rax ention of a hat. w;ks unanimously 
agreed on by 21 Committee which thoroughly examined 
the currency Mntciu of India? -T think the policy 
which has Keen in force conforms very closely to the 
t *■ mi illations oi the Chamberlain Co in mission, 
\ ■■•iiii .-vi-ii.’ifciilly *icii( into the quv.-U i • . : 1 . 

10.912. Is it not in absolute contravention of the 
recommcndaLioUft of tlu* Fowler Commiticc ? How 
far the Chamberlain Con. mission did not agree with 
iho Fowler Committee on this point is a matter of 
upi vi ion. 

10.943. 'Plie custom to which you aro referring 
is absolutely in contravention of the recoin memla- 
tions of the Fowler Committee? — As I say, I think 
1 he ( extent to which I ha l m so i-' a matter of 
opinion, but the poli<y in force absolutely con- 
firms to tin* recommend: 1 1 ions of 11 Royal Coin- 
mission which dealt with tho matter subsequent 
to tho Fowler Committee. 

10.944. ( Sir Purxhotnmdax Thaicimlns.) j suggest 
it is not a question of opinion at all, but a question 
<>1 lad. The Fowler Committee, after a very lull 
inquiry, recommended something wdiich was not 
nflicinlly rejected by the Government of India, hilt 
• In* Executive in practice evolved a dill'crent system. 
Tim custom referred to is in contravention of what 
w:n inmnimoir-h recommended by the Fowler Com- 
mit Ice. 1 would like a categorical reply to this 
point. 

10,915. (Clmii man.) T do not think tho witness 
can say more than that it is a matter of opinion. 

10,9-10. (Sir Pnrxliotnnithix Tlmkurdax.) (To tho 
witness). Is it. 21 matter of opinion ? 

10.917. (Hlhurmnn.) That, is Mr. Kisdi’s answer. 

10.918. (Mr. | have said that tho Fonder 

Committee exhibited a leaning towards gold, but 
whatever their view may have h<*eti at tho time, 
the pari ieiilar question you aro now raising was 
not aeli\elv canvassed before them, and a suhso 
qiient Royal Commission and a subsequent Com- 
.•iiiHoe took a different view on that point, and 
d< -finitely did not lean towards gold. 

19.919. ( Sir l*m xhtdtmidn* Thnknnhi'i.) All the 
( hamhi-rlain Commission did was to say tlmt what 
wse in vogue had till then been found not to In* im- 
mutable to India; they did not re j eel I lie Fowler Com- 
mittee's recommendations, did they? Tin* Chamber- 
lain Commission spoke at considerable length ami 
with much emphasis 011 the subject of the nndo'-irri- 
hilily of promoting a gold circulation in India. I 
have not their report, by me. Imt if it were pro- 
duced I should haxe much pleasure in calling atten- 
tion to the relevant paragraphs.* 

10.950. Did tlie ChainlHTlnin Commission reject 
the gold standard? Most emphatically not. 

10.951. What is tho conclusion of your memoran- 
dum with regard to gold standard? Von drjfcjv 
three conclusions. Two of them relate to gold 
currency, and in tho third you sav: “That thn 
argnmciils directed against the gold exchange 
standard do not justify t ho rejection of the general 
currency scheme which screed India well before tho 
war.” May I. 21 .sk what your conclusion is with re- 
gard to gold standard for India hereafter? -My con- 
clusion with regard to a gold standard is that a 
thoroughly efficient gold standard is capable of being 
introduced into India without tho promotion of a 
gold coin in circulation, 21 ml without tho degrada- 
tion of the rupeo to 21 limited legal tender. 

19.952. And you recommend the introduction of 
a thoroughly efficient gold standard? Absolutely. 

10.953. You also refer in your memorandum to an 
ideal system for India , and you put tho word 
*‘ ideal ” in inverted commas. Do you regard the 

S-U! pilL'&g. O'i tO fj8. 
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system you rolur to Llicr© us ideal ? I said in reply 
to llit. 1 Chairman that 1 regard tin: system ass ideal 
if tlie main media used for tlie transaction of 
business wen.* in the inrui id tokens, and preferably 
paper token..., and there was an absolute guarantee 
of Uie availability of gold exchange at the proper 
parity; in other words, if tlie local currency was 
secured against any depreciation in the inter- 
national exchange murkcL. 

10.954. Then the ideal mentioned by Mr. Denning 
is your ideal too? Vos, 1 accept that, speaking 
gone rally. 

10.955. Then you say: “India has already the 
beginnings of the 1 ideal ’ system in (i) the accepted 
iiso of a token coin instead of a full value coin.” 
Do you look on that as a virtue of the system or as 
a vice? — In so far as India is using for its medium 
of ciivulai io.j something other than full value coins- - 
in so far as it is u.-dng a silver Loken for the purposes 
of internal circulation -I regard that as a good 
point, and the rupee from this point of view is a 
silver token, and the note a paper token. 

]0,i lot). It is certainly more expensive Ilian a paper 
token, is it not? — Undoubtedly. 

10,957. And it is one which is likely U> laud the 
Government of India in great difficulties in certain 
circumstances, such as if silver went up beyond the 
point at which the rupee is a token coin? That is a 
risk which applies in theory to any kind of silver 
token. It happened in this eounlry, for example, 
during the latler part of the war. 

10,05s. It is a risk from which Lhe paper token 
is absolutely free? — Kvcn that cannot bo agreed to 
without qualification. 1 understand that after the 
war, when the depreciation of currency on the Con- 
tinent went so far, it was cheaper to uso paper tokens 
to label brands of beer than to print labels. Tho 
risk, of course, is not a material one, and can 
obviously be neglected for practical purposes. 

10,959. Tlie risk in the case of silver is greater 
than the risk in the case of paper ? - Undoubtedly ; 
there can bo no comparison between them. 

10,900. Ill the last sentence of Llmt paragraph you 
say: “ lhe true wisdom seems to be to continuo on 
the lines on which .such remarkable progress lias 
already been made.’’ In spite of tho handicap that 
a silver token is much more costly, and gives rise to 
nioro risks than a paper token, you consider that 
to be Iruo wisdom? - Yes, because I think that 
to introduce a full value gold coin is a positively 
retrograde step, and is a great deal more expensive 
than tho silver token, although the silver token is 
relatively expensive when compared with tlie paper 
token. 

10,961. Your idea would be to gel eventually to 
Hie final ideal of tho paper token, and any scheme 
tending in that direction should be welcomed? — 1 
think that is an ideal to be aimed at in the future. 

10.902. Therelore, true wisdom would not bo to 
continue a silver token, but to aim at something 
which would bring us to the ultima to ideal of a paper 
token being popular and acceptable to the people? 
Yes, but it depends upon tho method by which you 
approach this ide^l, and I have ventured to suggest 
that to introduce a full value gold coin is taking a 
step in the wrong direction. 

10.903. ll there is any oilier method by which 
you can reach the final ideal <>l a paper token being 
popular, i„ is worth serious consideration ?- 1 have 
not yet mwii any reason to believe that the intro- 
duction of a full value gold coin will Lake one in the 
slightest degree in that direction. As far as I can 
see, it might even lead you away from it. 

10,964. It the introduction of a full value gold coin 
can he an intermediate step to the final ideal, it is 
worth considering?— There is a hypothesis in that 
question which I do not accept. 

10.905. You do not accept the hypothesis at all P— ■ 
1 do not accept the hypothesis that it is going to 
lend to tho final ideal. 

10.906. Just bear with me a second. Supposing 
that was so, that it would lead to tho ideal, would 


you consider it worth a trial? -t should have to (Mu- 
shier the degree of probability, and all tlie argu- 
ments involved. 

10,967. In order to accept the hypothesis?- -Yes. 

10,908. if after that you did agree to the 
hypothesis, you would consider that to ho the path 
of true wisdom, would you not? If you were con- 
vinced, after discussion, that it was only an inter- 
mediate step, you would not consider it to ho a. path 
of lolly or rashness? If 1 were honestly convinced, 
and I could form some idea of the lapse of tuno 
icqiiircd, and the cost and so oil, 1 should agree. 

10,967. Exactly. If after all that, joii were satis- 
lied that that was an intermedia to step, you would 
not consider it. to bo either rash or undesirable?- - 
Not if I was fully eominced of it ami could appraise 
tho cost and so on, and the risks. 

10.970. in tin' next paragraph you say: “These 
remarks do not imply Unit gold coinage should not 
be undertaken in India if the people of India desire 
that the gold wliicli they import should bo stamped 
in small units.” llow could you ascertain that 
denim on the part of the people of India? — One 
method of establishing it would ho to pay regard to 
the opinion of representative spokesmen in India 
who were capable of expressing the views of the 
Indian holders of gold. Another method of doing 
it would be by experiment, ll you opened a mint 
with the offer to stamp gold held by Indians, or gold 
of which they might become the holders into round 
units, and they brought tin? gold to you for the 
purpose, pm would be in a position to say the Lbiug 
was wanted, while if you found it. was not. wanted 
you could close down the Mint. 

10.971. Eroui what you have beard about the state 
of public fueling in India, you think Llmi, is suffi- 
cient for Lhe purpose of concluding that the people 
oi India do desire this? — There lias been in tlie past 
at various times a distinct demand l'or a gold Mini, 
and 1 think I am right in su.ung that, the Iasi two 
Commissions acquiesced in the idea Llmt such a Mint 
might be opened. 

10.972. I am now thinking more of tin* period after 
tho last two Goniniiftsimis -since 19.0. Emm what 
you have heard from the people of India in this 
connection you think that is sufficient for tlie ptir- 
pose of your conclusion, that the people of India 
do desire this, or do you think the demand has not 
been strong enough or convincing enough to enable 
you to say that they so desire it? 1 have not 
seen any particular reason for differing from the 
conclusion arrived at by those two Commissions. 1 
think the ideas prevalent in India now, so far as I 
can understand them, an* not very materially dif- 
ferent in tho main from what they wore before so 
far as this question is complied. 

10.973. Are they stronger in that diriNitimi?.— Un- 
doubtedly since this Commission has been appointed 
there have been wider proposals advocuLed than liavo 
over been advocated before. 

10.974. } ou then go on to say: “The gold which 
they import should he slumped in small units.” By 
“ small units ” | take it you mean small coins?— 
Yes. I was distinguishing lliat from tho 4(H) ox. 
bars. 

10.975. What is the idea of having small coins? — 
I think the* idea was that some people might prefer 
to keep their gold in that form, and also \ thought 
if the idea of a gold coin was accepted and embodied 
in Indian theory, though the Government would not 
bo under any obligation to pay gold in exchange 
tor silver or notes, if that idea was onco accepted 
il might have son o virtue in meeting the demand 
that there should be gold coins, and possibly also 
it might ho helpful in tho case of an emergency 
arising- an emergency such as you contemplated, 
when then' might be an abnormal strain on silver 
I do not think myself that that, is a very likely con- 
tingency, but it is worth mentioning in this con- 
nection. 

10,970. 1 am trying to find out what tlie email 
units are to bo. Are you thinking of sovereigns 
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or* smaller coins than that ? -On tin* whole, I should 
think if exchange* is stabilised at roughly about the 
present ruling figure, the sovereign would not he 
altogether a convenient unit for India, owing to 
the fact that, it is not expressible in an integral 
n umber of rupees. 

10,077. (Chairman.) You say that in your fourth 
memorandum ?- -Yes. I think on the whole it. would 
ho heller to have a unit expressible in an integral 
number of rupees. T do not know what figure would 
he preferred, but that is not a very vital point - 
whether it should he 15 or 20 rupees. I think that 
is a relatively subsidiary point. 

10.978. (Sir i y u rshnta nidus Thakvrdas.) Later on 
you say that they should he available “ on occasion ** 
ns legal tender. What is the significance of the 
words “on occasion “ ?- -1 endeavoured to explain 
that a moment ago. There is a possibility that 
there may bo again some abnormal stress on silver, 
in which case it would he worth while to have already 
recognised the availability of gold coin for the pur- 
poses of payment. What I really meant h.v those 
words “ on occasion ” was in the case of exceptional 
emergency. 

10.979. You would not have them normally in 
circulation?- They would he legal fender, hut there 
would he no obligation on the Government to issue 
them in exchange for paper or silver. They would 
lie legal tender, just as the sovereign was legal 
tender in the old days, and they might circulate 
to a slight extent, hut there would he no obligation 
oil the part of the Government to issue them. 

10.980. (Chui mum.) They would always he legal 
tender, hilt they would only lie used to any extent 
upon occasion? -They would only ho issued by 
Government when special circumstances made it 
difficult or inexpedient to issue silver, as in fact 
gold coins were issued at various times during the 
war. 

10,9Sl. Tt. is no L that they would ho occasionally 
legal tender, hut that they would be occasionally 
available? Yes. In the event of there being a 
strain on silver, as occurred during the latter part 
of .the war, it would he open to the (Government to 
make payments in gold coin if they so wished. It 
would he open to them, if it suited Lliem, and if it. 
was inconvenient for them to make payments in 
silver, to make payments in gold coin. 

10.982. (Sir Curshotamdas Thal'imlas.) I should 
think if gold coin was legal tender there never can ho 
any objection to (lover nment’s issuing it officially 
whenever it suits them, as long as there is no com- 
pulsion upon Government to give gold coin in ex- 
change for silver or paper. You say tho gold coin 
should bo available “on occasion 99 ns legal tender? 
- T menu that normally speaking tho Government 
would not issue gold coin, but if you recognise tho 
existence of gold coin as legal tender tho Goveriiinent 
would have that further moans of making payments 
if at any time it was impossible or inconvenient to 
make payments in silver. ' 

10.983. You also say, u There is all tho difference 
between the admission of gold as legal tender but 
without an obligation to issue it except in return for 
bullion, and forcing the people nway from a currency 
to which they are accustomed, and pressing upon 
them a new currency of a more costly character.’’ 
In what part of the memorandum, either of Sir Basil 
Blackett or of Mr. Denning, do you get that im- 
pression?— I think any scheme which aims at 
degrading the rupee is likely to promote great 
nervousness among rupee-using people, and I can 
imagine no scheme which more rightly deserves such 
language as I have used there than a scheme which 
discredits the rupee, and which is likely to make 
people afraid of tho rupee. As a result they would 
have recourse to some other coin, which, in the cir- 
cumstances, would be the gold coin. 

10,084. That is why you think that scheme presses 
gold coinage on the people of India?— I think any 
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scheme which blows 14 ) the rupee deserves to lie 
strongly characterised from that point of view. 

10,985. With regard to 3 our suggestion that gold 
coins should he minted, and should ho legal tender 
which may he used by the Goveriiinent under certain 
circumstances, that has been styled by some witnesses 
before the Commission as camouflage. Do >011 agree 
with that description of it? — I do not know tliut I 
should use the word “ camouflage.'' t'auumllagc is 
mi elliing which pretends to be something which it 
i 1 - not. This does not pretend to he anything which 
it is not. It may be, as I suggested to tho Chairman, 
an excrescence or a superlluity, hub I would not 
apply to it tho word “ camouflage.’’ 

10,980. Would you call it an embroidery of tho 
system, without being of any advantage to India? — 
1 would call it an excrescence, hut 1 can imagine 
certain circumstances when it might bo oi sumo 
advantage, as in the case if thorn was a silver 
emergency. In such a case it might he a positive 
advantage to make payments in gold, it is not 
im onceivahle that circumstances might occur in 
which this right to pay in gold might he useful. It 
is improbable, but it is not impossible. 

10.987. What would you say to this:- *“ If you 
como to the conclusion that for one reason or another, 
the immediate or tho early introduction of the gold 
standard is not. possible, 1 would suggest that the 
proper course is to toll India so, explain tho reasons 
why it is not possible and make nn effort then to 
get. immediately on to the ideal system, namely, tho 
international exchange standard. 1 do not sco why 
if you are going to give India the international 
exchange system, you should try to disguise that fact 
by putting gold into circulation optionally. T do not 
think camouflaging is the way to inspire confi- 
dence. “ You think it is not necessary to have 
a gold currency, but you wish to tell the people they 
can have a gold coin if they like. Is it not a waste- 
ful process?- T do not, as 1 sav, attach groat im- 
portance to it. I regard the gold mint ns an ex- 
crescence, and 1 do not think it has a great deal to 
rcc.iiiiinnid it, hut it is not ineoneei vahle that there 
may he conditions in which it may be useful. 1 do 
not think that this particular privilege in any way 
hinders the advance towards the ideal system, 
been use it does not impose on tho Government the 
obligation to issue gold, nor does it give the token- 
using public the right to demand gold, nor does it 
in any way discredit tho rupee. 1 do 110b think, 
therefore*, that it in any way impairs the march 
towards the ideal system. 

10.988. You aro opposed to gold currency because 
it is costly and wasteful? -Very largely 011 those 
grounds, and, of course, on account of the broader 
consequences which India might ho involved in if 
it were to embark 011 a scheme of this kind. 

10.989. Yet you would allow the people to resort 
to gold currency under certain restrictions? What 
is the utility of a thing like that, except to make 
tho people believe they have got something which 
you really do not mean to give them? -At the pre- 
sent moment Indians hold imported gold, ami hold 
it in large quantities. If they wish to hold their 
gold in a form which would make it legal tender for 
pu.wuoiit, this method would enable them to do so, 
but T am nob promoting its uso as a currency. As 
I have said several times, l regard this element as 
an excrescence. If India docs not wish to have this 
right of turning bar gold into gold coin, which, in 
the circumstances, I imagine would not circulate to 
any great extent — I accept Mr. Denning’s remarks 
on that point — J should he perfectly willing to drop 
that particular point. I have only suggested it for 
certain reasons, and 1 have stated the reasons why 
I think it may be useful to Government in an 
emergency. I also felt to some extent that it would 
be in accordanco with what other Commissions, after 
investigation, have considered might be allowed 
without risk or danger. 
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10,999. Any such proposal is liable u> lead to grave 
misunderstandings us to the use the people of India 
can make of gold currency, if gold coin is not avail- 
able Jrom the Government oil demand, it may dis- 
appear as soon as Government gives out a lew coins, 
and the conclusion the authorities may draw from 
that is that gold coin will go into hoards if it becomes 
legal tender. Why expose the people of India to 
this misunderstanding ? Either adopt one policy 
or the other ? l think there is a good deal of force 
in what yon say, hut whether the person who stores 
gold as a store of value stores it in rectangular or 
circular form seems to me a comparatively minor 
point. 

1 0.0) 1. You goon to say: “ Jt seems retrograde 
to propose for India a gold circulation which is now 
regarded as obsolescent in Europe.’ * Which are the 
countries in Europe which have gold currency as 
legal tender, but which have not gold currency in 
actual circulation simply because they cannot ullord 
it?- I take it that that may be put the other way 
round. 1 cannot ret ail at the moment any iinpnrLani 
European country where gold is in active circulation. 
That, however, is a fact on which, if I am incorrect, 
perhaps some member of the Com mission who knows 
more about it will correct me. 

10. 1) 92. That was not oxacLly my question. Can 
t vou name to me the countries in Europe whore 
by statute gold currency is allowed, but gold cur- 
rency does not actually circulate because the countries 
cannot afford it? In this country gold currency is 
a legal tender, and also in France. Rut statutory 
measures have been taken which effectively preclude 
gold circulation at the present time in this country. 
In France the position of tho ©xchango obviously 
excludes the possibility of a gold circulation. 

10, 00*3. {Chairman.) It is legal tender? — It is legal 
tender, and I suppose the old Gorman ‘20 roichsmark 
is still legal tender in Germany. 1 Lake it in Spain 
gold cannot circulate as currency because of tho posi- 
tion of tho exchange, but 1 have not direct knowledge 
of Lhat country. Obviously Italy cannot havo gold 
coin in circulation. 

10,904. ( Sir Hurxhuiauulas Thukurdm.) Gold cur- 
rency is allowed under the StatuLe there? — As far as 
1 know. 

J 0,005. South Africa has gold curroncy? — South 
Africa has gold currency, and 1 understand sovereigns 
circulate in that country. 

10,990. Switzerland has it?- Switzerland has a 
gold coin as legal tender. I have not been to Swit- 
zerland lately, but rny recollection of it in the okl 
days was that ouo did not see gold coins to any 
extent. 1 Ho not know if ouo secs thorn at all now. 

10,997. (Sir Henry Strakosch.) They did attempt 
lo put gold into circulation in Switzerland, but Lliar. 
attempt failed. The gold came back very quickly. 
You have practically only notes and silver coins iri 
circulation there now. 

10,1398. (Sir Cu/s/iofaindax T/iahndas.) I had sonic 
investigation made into the point, and my results 
show that gold coin was in circulation in Switzer- 
land, preparatory to tho convertibility of notes into 
gold coin. 

10,999. (Sir Henry Strahosrh.) They are convertible 
to-duy. 

I. 1,000. (Sir l’urshuitiuidas Tim Inn dux.) That goo* 
a littlo further. In view of this, would you say 
the scheme is now regarded as obsolescent in Europe, 
or would you say that it is not in force in 
countries whioh cannot afford it ? I would rather 
say it is obsolescent. I look to the Genoa Confer- 
ence as the guiding source of lip to-date currency 
theory and practice, and they undoubtedly contem- 
plated that tho use of gold should be economised, ami 
that gold should not be adopted as a circulating 
medium. I think the whole trend of the Genoa Con- 
ference was to regard the active circulation of gold 
coin as obsolescent-. 

II. < 01. Various countries have not followed this up 
by making the necessary change in their statutes. 
What guarantee is there that they will not put gold 
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into circulation again as soon as they can get a suffi- 
cient amount of gold in their vaults? it is true the 
United Kingdom lias not demonetised the sovereign, 
but it has taken other steps which in practice have 
the effect of preventing the sovereign from circulat- 
ing in this country, just as during the war there was 
no positive declaration of tho inconvertibility of the 
note, but other methods were used which did in 
practice render tho note inconvertible. 

11.002. Under bead 2 of Memorandum No. 3 you 
say : “ It seems that, if once tho idea spread that this 
quality in the rupee is to ho taken away, the result 
would be to bring the rupee into disrepute and you 
go on later to say that tho mere limits will buy them 
up from tho peasants, or words to that effect?— Yes, 
i made that suggestion. 

11.003. Which rupees havo you in view in 
saying llmt, the hoarded rupees, or tho rupees 
in active ciioulatmn for day to day purposes? — I 
would refer particularly to rupees ut store, because 
in the curly stages of Lho scheme gold coin would 
not lie available, and therefore the gold bullion that 
would lie issued would presumably have to take the 
place of currency that was not in uetivo circulation 
in other words, tho rupees in store principally. 1 
•find it rather difficult to draw a distinction between 
what is in permanent store and what is in temporary 
store. A man may keep a certain amount in a box 
intending In uso it against n rainy day, or ;i i some 
laLer date, and would always know if lm cmi veiled 
some of t hese rupees inLo geld bar, tho gold bar would 
itself bo salon bio again for rupees if lie wanted In turn 
it into legal tender. That would be before tlm fin.il 
stage of declaring the rupee limited legal tender 
arrived. 

11.004. What I want Lu get at is which rupocs 
you have in mind. According to the various 
memoranda wo saw in Delhi, M'l) c cores or there- 
abouts were supposed to he in ho:, ids, and lho re- 
mainder in act i vo circulation?- --1 particularly refer 
to the amount in store, but what I bad really in mind 
was that ihera would bo a tremendous iueeiitivo to 
get rid of all that was in store if th© rupee was 
really Iming exploded, and it would he very ca\\ to 
create apprehensions amongst, tho holder* of stored 
rupees. Jtis possible in llmso circumstances Llmt the 
amount of stored rupees which would come out for 
cxchaiigo would exceed the J 10 crores, which 1 think 
in ono of llie estimates given here. 

J1/.06. You think licit is on the low side? I lliiik 
it may conceivably ho on I in* low side, because if Jo: 
croies nro in circulation, and you bad 119 croros 
that only gives croros, whereas it seems to he 
admitted that there is a considerable amount in ex- 
cess of that somewhere or other in the country. 

11.006. 90 croros are in the Government Treasury? 
—That makes 350 croros, but tho amount in tlm 
counLry may bo more than that. I do not know 
bow much more, but l think the figures furnished 
in India indicate that. 

11.007. You regard J 10 croros as being insuffi- 
cient?- -I am not inclined to cohunib myself to 
a figure, but I only Reek to suggest that the 
revolution in currency which this proposal involves 
might bring out almost every rupee that could 
be spared from the active circulation over the period 
of years in which you would have to keep the offer 
open. J would like to say oil that point that when 
a Government has issued a full legal tender coin 
for a very prolonged period, and a coin which 
occupies quite a different (position from any token 
coin anywhere else that I am awure of, I think it 
would bo very difficult not to give the fullest 
opportunities for conversion when that coin becomes 
no longer unlimited legal tender. I think it would 
lie necessary, if you are to avoid any charge of bad 
faith, to hold the offer of conversion open for a 
long time, if not indefinitely, and for the Govern- 
ment to take steps to let the fact that the rupee is 
going to he degraded into limited legal tender be 
widely known throughout the length and breadth 
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of the country; otherwise yon will ho open to the 
charge of had faith later on, when untutored 
people with no knowledge of these matters are told 
hint their rupees are only worth their bullion weight. 

I. 1,00ft. With regard to it, being limited legal 
tender, T suppose you know the Fowler Committee 
dealt with that question in their Report, and in 
paragraph 30 of that lleport they say this: 

11 At the presont, time the right to coin silver 
is confined to the Government, who are 
responsible for seeing that there is no over- 
issue: and in the exercise of Ihnfc responsibility 
no additional silver is coined at the Royal 
Mint for the United Kingdom except in response 
to the automat ie demands of trade, as testified 
by requisitions received through the Banks of 
England, of Scotland, or of Ireland. Seeing 
that for every 20s., of additional silver coin 
requisitioned tho "Ranks have to credit, t-ho Royal 
Mint with a sovereign, there is certainly no 
temptatiffti to them to demand an over-iVne, 
the immediate* profit on wliieh would go not io 
themselves hut to Her Majesty’s Government. 
Whilo it cannot l»o denied that the 10s., 
limitation tends to emphasize, and maintain the 
subsidiary character of our silver coinage, yet 
the essential factor in maintaining those tokens 
at their representative nominal value :s not the 
statutory limit on the amount for which they 
are a legal tender in any one payment, hut .the 
limitation of their total issue. Provided the 
latter restriction is adequate, there is no 
essential reason why there* need ho any limit 
oil the amount for which tokens are a tender 
by law. Tt is principally to restriction of tin 1 
total issue of silver coinage in the United King- 
dom that wo attribute the fact that 20 silver 
shillings /intrinsically worth at present about 
8s. fld.l pass current and arc freely received, 
for nil purpose's of internal currency, indiffer- 
ently with tho sovereign which they purport, 
to represent. By law there is no convertibility 
of our silver coins into gold. They possess an 
extra-legal convertibility evinced by their being 
generally and popularly exchangeable into 
gold, and this quality they owe essentially io 
the fact that, they are not issued by the Govern- 
ment in excess of the volume required for tho 
purpose which they discharge. ” 

"YVl):'t would you >ay to something similar being 
devised to control fresh coinage of rupees?- In tho 
past rupees have only been obtainable in exchange lor 
gold nr gold exchange and in that respect the position 
in Tndia conforms to what is said here that there was 
no inducement on the part of the Bank to gyf ll, l' l ‘ l 
tliev did not make a profit on them; tin* profit on 
the coinage of rupees went to the Go\ei iiinent. I 
think tho practice in India closely conforms to what 

was done here. , . 

II. (KM). l)«$|>ilo tlisit tluw lms Wn a sii|H'rtliiilv 
of ruiMW? ,U l, inn s von not n Mi|HTflnil.v <>f rii|>n>s 
when there is a. reversal outlie normal Indian tiado 
current. We have recently had in this country an 
example of superfluity of silver co*n which led I he 
Government of the day to relieve the Bank nt 
England from holding that sil\er coin. Iiougu 
many people do not regard it as an ideal thing or 
ns strictly consistent with the idea of :i gold stan- 
dard, at the presont time there is a eonsitlerahh* 
amount of silver coin held in the British ( urroiiey 
Note Reserve. 1 only mention that point as showing 
that even in this country you may get a situation m 
which there is a redundancy of silver coin. 

11,010. Tho differeneo however is an important one 
of degree, is it not?— It is certainly the ease that tho 
position in India is different, because the rupee in 
India bears to the total circulation including the 
choque circulation— the Bank deposits— a ratio alto- 
gether different from that which subsidiary silver in 
this country hears to the total circulation including 
Bank deposits. Except on the surface there is no real 
analogy between tlio position of the rupee in India 
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and tho position of silver coin in this country. There 
is an intrinsic diHereiicu in the parts those two 
coins play in the trade mcchiiuis-ms of their respective 
countries. 

11.011. The scheme here has worked very well an t 
has heel i automatic in its etlVcf? That is so. 

11.012. Tho token nature of the shilling is about 
the same as the token nature of the rupee ihc 
difference is about the sainer They are both inker 
cuius, yes. 

11.013. If we have a gold coin in India as tho 
standard coin we can regard the silxer coin in exactly 
tin* same, manlier as in England? Except that the 
pcMliou in India would demand the pnvenen m (lie 
count ry ot a much larger pro pull ion nf diver in 
circulation than we have in this count i\. 

11, ull. V till think that tin* number of rupees neces- 
sary per head of the population in India would ho 
larger than tin* number o| '-lulling.-. necessary per 
head of the population in this country? l would 
mu. necessarily :-n.v Linn, lint tin* proportion which 
i In* silver circulation mu.d In nr io (hr total circula- 
tion, including flu* cheque circulation, in India will 
he much greater than the proportion which the sul»- 
> ’diary silver circiil.il ion lias to our total tiivulalion 
m this country. So long as that, is the ca c you can- 
not have anything hut a .superficial analogy hetwe.-u 
the conditions in llio two count ties, 

1 1 /do. Is there any analogy when you take th»* 
cheque circulation In r*> into consider at ion and the 
cheque circular ion in India? Would not you make 
allowance for that wln-n you cumpnic the two?— Ill 
ili is country contract ion may take phu e very largely, 
and does in fact do mi, through a decline in the hank 
deposits, which has a. \erv different hearing from 
w hat, happens in India, where a leilmd imi l i the 
circulation largely means that it must he focir-M'd 
on the actual circulating medium- notes and rr ices, 

I do not think so long as von have got hanking con- 
ditions in India in a very element ary >.iatc you can 
produce except superficially the appearance of wluiL 
prevails in this country. I believe in the east* if 
India so long as the tupco hulks as large u>. if does 
in the every-day 1 i f«* of the people, and so long as 
rupees form, roughly .-pmikiiig, 33 per cent, of tin* 
total circulation, including the deposit i iivulat ion, 
von will ha\c to he prepared to deal at times with 

• redundancy of rupees in a different I'lanner Inmi 
v hat happens in this country, where a redundance 
■ if silver is comparatively a ran* occurii iu 

J 1 ,01 ti. In view of tho undeveloped nature of 
hank facilities and cheque system in India, any 

• nniparboti h.wd on tho hank re.vncs in India 
.md the proportion of rupees in circulation would 
he somewhat, misleading when compared with the 
hank deposits and tint cheque system in England, 
would it not? Certainly. 

11.017. This shows that tin* Fowler Committee* 
also attached great importance to the rupee being 
made restricted legal tender?- -I notice that in 
paragraph they say: 41 But existing conditions 
m India do not warrant the imposition of a limit 
on the amount for which they should constitute a 
legal lender: indeed, for some time to come no such 
li.nitali *ii can he contemplated.” 

11.018. That is the ideal to he aimed at? They 
appear in thb paragraph to hint at it, hut they* 
make no suggestion as in the Lime when such a 
limitation can he imposed. As far as this para- 
graph is concerned it might lie the G reek kalends. 

11.010. They say it is a thing which would have 
to he work»il up to. They did not indicate any time 
for gold currency to ho introduced, and therefore 
they could not give any time for this? — They say 
existing conditions in India do not warrant it at 
present, bill they do noU give any idea as to the 
time, nor do they say a time will ever conn?, at 
any rate in this paragraph. 1 do not know if they 
s a y it anywhere else, hut they do not say it in 
paragraph 35. They do not envisage any practical 
date when the limitation on the legal tender quality 
of the rupee can bo imposed. 
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11.020. They say “for somo timo to come”? — 
That may menu 20, 50, 100 or 200 years. 

11.021. That was a necessary part of the scheme 
in any case. They shmvetl a method by which it 
could be done, namely, what was in vogue in tlio 
United Kingdom? — l do not see in that paragraph 
any positive recommendation. 1 see an expression 
of opinion, hut I do not see any recommendation 
that the (lovernmeiit should aim at creating condi- 
tions when they will ho able to limit l lie legal tender 
of the rupeo. All there is in that paragraph is an 
expression of opinion that the time lias not come 
when that can bo done and that they cannot say 
when it will eoine. 1 see no recommendation that 
one should aim at creating conditions under which 
it will be possible. 

11.022. In another paragraph you say : “ but in this 
matter of the possible extent of the substitution of 
gold for notes, no estimate is possible at all and no 
practical limitation can bn set.” Do you expect 
substitution of gold for notes? — 1 think it is a 
serious possibility which must ho borno in mind in 
dealing with this kind of project. 

11.023. Is it your opinion that notes are being 
used for boarding purposes? I am not suggesting 
that. 1 hare not any evidence on that poinL to 
offer, but possibly you hoard some opinions on it 
in India. What has struck me as important is tho 
high proportion the circulation of the 10-rupe© notes 
bears to the total gross circulation -10 per cent. 
It is cpiitn clear that, a gold coin of a denomination 
of 15 or 20 rupees would be a convenient alternative 
for carrying about with you such sums ns 100 rupees, 
in the samo way that people bore used to carry 
sovereigns about in tho old days. 

11. 024. For purposes of active circulation? — I 
think so. Under a scheme of this kind, when the rupeo 
was in process of being blown up and a general 
currency revolution was in progress, I think tliero 
is a grave risk, particularly in a country where 
eireu instances indicate a preference for gold when it 
can lie obtained. 

ll,02*». The 10 rupee Notes* arc. in active circu- 
lation from day to day, and you apprehend that with 
gold currency in circulation people may carry about 
gold Mob urs instead of 10 rupee Notes?* -T think you 
have to face that possibility. 

11.020. It. is not that, they keep the 10 rupee Not.s 
for hoarding purposes? — I do not suggest that. 

11.027. Therefore that amount of gold coin would 
ho in active circulation? In so far as there 
is any retention of Notes as a store of value, a 
matter on which you could speak with much more 
authority than 1, there would he pro lanlu greater 
inducement to hoard the gold coins, hut l am not 
suggesting there is any substantial retention of notes 
ns a store of value. I can see certain drawbacks to 
keeping notes as a store of value. 

11.028. (Chairman.) The evidence we had, if I 
remember it. correctly, is that it is not wholly un- 
known for paper Notes to he kept as a store of 
value; there were a few specific cases in which Notes 
had been hoarded which were mentioned to us; but 
we wore told that if tint practice did exist it was 
very unusual. (Sir I'urshntmmla* Thahmlam Yes.) 
[ niu not suggesting it is done to any appreciable 
extent, but in the limited number of cases to which 
yon refer there would bo nn inducement to substi- 
tute a more durable and valuable form of material. 

11.029. (Sir Vnrihntamdn* Thakurdax.) Those* who 
exchanged Notes for gold coin would do so mnro out 
of curiosity at tho start than for the purpose of 
retaining the gold, would they not? — f do not know 
whether it would be from curiosity or from a pre- 
ference for that form of currency, because we are 
all familiar with the conditions to which Notes may 
be reduced in India, owing to climatic conditions, 
and so on, while gold coin offers some advantages in 
a country like India with its extremes of tempera- 
ture. It is better to carry about. 1 should prefer 
to enrry gold coins in India than soiuo of the notes 
one is used to receiving for change in the shops and 


elsewhere, and I think it would ho most unnatural 
if, alien gold coin was freely available, people should 
not prefer to a largo extent to carry it rather than 
Notes which suffer so very much from tho conditions 
under which they are used. 

l(>,UiK). l)o you think that in certain circum- 
stances the currency note is a source of incon- 
venience? -It is a very convenient thing for carry- 
ing about hut it is liable to become dirty and torn. 

I think there aro distinct advantages in a country 
whore there aro extremes of temperature and notes 
aro subjected to rough handling in having gold 
coins. I think, therefore, you would be bound to 
have some risk of people turning from paper to 
gold. L do not advocate a gold circulation and it is 
not a necessity; obviously it is not, bub if it was 
offered people would seo that it possessed certain 
advantages of a practical character and thoreforo you 
would have to he prepared for tho possibility that 
people would turn to it. 

11.031. What 1 am trying to get at is that in 
those districts they would handle coin, but in dis- 
tricts where people have taken to paper currency 
why should they change over to gold coin, unless 
it was out of curiosity’s sake at the beginning? 
Those who believe in the convenience of the cur- 
rency nolo and who have got used to it would have 
no reason for changing over to gold coin when they 
know they are only carrying the money to pass it 
on to someone else in the ordinary course of busi- 
ness? — But they would know they would probably 
themselves receive gold coin in the ordinary courso 
of business also. 

11.032. A business man may roceivo gold or silver 
or notes, but only keeps them in bis till ready to pass 
them on to someone else eventually? But the gold 
would be passed on with greater confidence Iwcauso 
a man would know that lie himself, when it was liis 
turn to receive payment, would receive it in gold. 

11.033. When a gold currency is available people 
will feel they can get gold whenever they want it, 
and bo indifferent ns to whether they take gold or 
paper?- I suggest their readiness to part with gold 
will la* partly influenced by the fact that they will 
lie receiving it when payments are made lo them. 
You may find tliero is a general utilisation of gold 
to a considerable extent in substitution for these 
10 rupee notes which form, as far as I can see, 
about -10 per cent, of the total circulation. 

11,031. Under the second head of your third 
memorandum you say, “ But with the gradual 
return of the nations of Europe to gold the markets 
for the motal aro increasing, and the tendency may 
lie for countries to add to their stocks as oppor- 
tunity offers with the object of strengthening their 
note reserves.* * You admit there that various 
countries will add to their stocks of gold as oppor- 
tunity offers? — f think they are likely to wish to 
do so. 

11,035. I wonder whether you feci Iudiu might 
justifiably do so too as opportunity was afforded her? 
— I think tho position ofc countries, so fur nB the 
acquisition of gold is concerned, differs a good deal 
according to their nature. It is obvious that a 
country such as the United Kingdom, where there 
is a free gold market in a sense which does not pre- 
vail anywhere else in Europe, will feel the necessity 
for lidding gold; that is obvious. Oil the other 
hand, a country which can have the same advan- 
tage without tho same cost- in other words, which 
can hold its gold in the form of gold exchange- -is 
not under the same necessity for holding gold. 1 
think practical wisdom suggests that in tho cose of 
such a country the necessity for holding gold is not 
so obvious. 

11,03$. From the international paint of view, 
if other countries replenish their stocks of gold os 
opportunity offers there should be no objection at 
all to India replenishing her stocks of gold. In view 
of her favourable trade balance, there is no reason 
why India should not take that balance, after paying 
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ho? external debts, in the form of gold? — As a 
mat. I or of fart, at tho present time sho is continu- 
ally replenishing her storks of gold in the ordinary 
way of commerce. India has replenished her storks 
of gold in a way which very few countries are 
doing or are capable of doing at tin? present time. 
She is adding to her gold to a very largo extent- now. 

11.037. India is doing it in tho same way as other 
countries would if tho opportunity arose for them 
to do so; sho is doing nothing exceptional? Sho is 
doing something exceptional. 

11.038. hi what way?- In the sense that tho 
ordinary public in must other countries do not aim 
at increasing their individual holdings of gold; in 
the case of other conn tries the parties who arc 
in Lores Led in the gold question are not the eilizens. 
Imt the hanks. 

11.039. The difference is that in tho ease of Tmlia 
the banks, that have to do it, do it in England ? — 
Only one authority is closely concerned with tho 
question in England. namely, the Hank of Eugluml. 
The ordinary public is more or less indifferent, as far 
as 1 can see. 

11.040. Do I understand you to make out that 
India is getting a greater proportion oT gold than 
-lie is entitled to? f do not suggest that, because 
anyone wdio sells articles and docs not choose to take 
imports in the form of other commodities is entitled 
to ask for payment in metal. If other countries are 
in the position of having free gold markets she is 
entitled, so long as that, condition endures, to convert 
her claims into gold claims and to take gold. That 
is what India lias been doing on a very largo scale 
in recent years. 

11.041. If after paying her liabilities abroad sho 
lakes gold in liquidation «>l her balance of trade, I 
suggest to you that Tmlia would, according to what 
you say here, be doing exactly what every other 
country is likely to do? I suggest in response to that 
that the exporters in other countries prefer to take 
their payment in tho form of commodities other than 
gold. 

11,012. T take it the exporters in India would take 
' omniodilictt if they needed them. I do not suppose 
Indian exporters have Haul to themselves, “ We will 
not take commodities even if no can sell them at a 
profit in Tndia; we will insist on gold.” The gold 
going to India is gold going in response to normal 
demand there?- Yes. We recognise there are spix-ial 
( in iimslaiices in India which lend to a demand of an 
unusual character for gold as a com modi ly. What 
wo are concerned, with in these papers is tho question 
of substituting for the counters with which business 
is transacted a more expensive form of material than 
is in uso at the present lime or Ilian has been con- 
templated in recent years, ami my suggestion is that 
one must distinguish between the demand for gold for 
social purposes and the demand for gold for purposes 
of a circulating medium. In thi.s country wo aro not 
encouraging the idea of utilising gold as a circulating 
medium, ami my contention in this paper has iml 
been concerned with tho right of Indians to take gold 
for social purposes, but with the wisdom or uiiwi-doin 
of tampering wiLli the main medium of circulation in 
India. 

11.043. 1 would like this quest -ion U> ho kept in two 
separate parts. First of all T want to ask you about 
tho position of India vis-a-vis the rest, ot the countries 
taking gold. Until now we have been dealing 
with this point. You yourself say the other countries 
of the world aro looking forward to obtaining gold ius 
soon as opportunity offers, and therefore as far as liio 
other countries of tho world aro coiiccrinvl there is no 
question of any complaint on their part. Tt has not- 
yet been said that India has drawn more than her 
fill are of tho gold of tho world?— 1 have not made that 
suggestion, and I do not make it.. 

11.044. Do you agree with me t-liat India is doing 
exactly what other countries are seeking to do ns 
soon as opportunity offers? — 1 suggest there is a 
distinction between wliat the Government or Contra I 


flanks of ft country do and what the people do. 
The obligation oi the authority rcspunsihlo for the 
currency in India is that it must provide an abso- 
lutely sound currency system for the country, and 
that question has to he roiisiderod apart from the 
demand of the Indian people for gold for social 
purposes; it has to bo considered with reference to 
the attitude of the Central Hanks in oilier 
countries. You have to consider in that connection 
the policy which is being adopted by the Central 
Hanks not only of this but of other countries 
throughout Europe, and mi far as I know they aro 
not generally favourable to the idea of introducing 
gold as a circulating medium. 

11,043. Hut those Central Hanks would have no 
say if a Government imported the gold and kept, 
it in its Treasury. To that extent that geld would 
he drawn from the world's reserve of go hi and 
would be justifiably so drawn. Whether a Govern- 
ment pub it- into active cireulaiinu or kept- it- in its 
Treasury \aults, is a matter for the country con- 
eerned t-o decide- -a separate question which we will 
deal with separately? The answer is that it- is a 
quest ion for decision whether iL is to tho advantage 
of the country for its Government to compete for 
gold or whether a thoroughly sound circulation can 
bn maintained b\ the aeipiisilion of gold exchange 
instead. It must, he appreciated that gold acquired 
l>\ Government would be an addition to and not in 
substitution of gold taken by the people for social 
purposes. 

11.016. Under (H), paiagrapli (3b you say : 
“If India bad enjoxed a gold standard based on 
a gold circulation at. the outbreak of war, it N 
open to question what her subsequent policy would 
have bocn. ,, Several Dominions within the Empire 
had gold standard linked on gold circiilal ion, had 

I hey not. Take South Africa, for instance? -South 
Africa certainly had. 

11.017. Australia and New Zealand also? There 
w as a certain amount of gold in circiilal ion in those 
countries, hut imfivi were a No in circulation in 
Australia to a large extent. I cannot, without 
iu\ estigal ion, say what proportion tho gold in 
i . reiilation bad to the total circulation of the 
. mini ry. 

11.018. Tin* policy they adopted did not. embarrass 
! i.e United Kingdom, hut if anything was help- 
mi? In South Africa tin 1 policy was to con- 
erve the gold in emulation, and lor a lime the 

South African authorities did not issue gold for 
circulation during the war. The note in South 
Africa, I believe, became inconvertible, hut Sir 

I I mi ry Strakoseh can correct me there. 

11.019. (Sir If nirn Shakn&rh.) It was converlihle 
into what were railed gold certificates up to June 
of last year, and then specie payment was resumed. 
Anybody could demand gold coin, hut in point, of 
l.ut by far the greater part of I he circiilal ion is 
Mill in notes and not in coin, though coin can he 
ilcma mled at any time at the hank. 

11,030. (Sir l‘u i shohnndax Tliaknnlns.) I wish to 
:isk ,\nii to tell me why you think it is open to 
question what the subsequent, policy of India would 
have been if she had had a gold standard at tin* 
outbreak of war, and why you think her policy 
might have been more injurious to the United 
Kingdom than the policy of any of the Dominions? 
- When the Empire was involved in a life and death 
struggle, aqd when the essential need for pressing 
the war to victory at an early date was the 
dominant factor, it would not. have been in India's 
interests or consistent with tho place she occupies 
in the Empire for her to have sought, under those 
conditions to demand gold for internal circulation. 
That gold was required for conservation and for uso 
in countries which wore not our allies. I suggest 
that Tmlia would have had to adopt a policy of 
conserving gold and would have had to .accept some 
other form of payment for her supplies. 
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11.051. My question was ns to what lod you to 
suspect that India would riot liavo adopted the 
same policy as .South Africa or any olio of the other 
Dominions. If India had had a gold standard wjth 
gold currency, what makes you think India would 
have insisted oil gold payments during the war period 
and would not have fallen into line with tho policy 
adopted by tho other Dominions? T think India 
would not have insisted on gold payments. 

11.052. And therefore she would not have 
embarrassed tho United Kingdom ? In other words, 
it we had had this gold em ulation seliemo going in 
India at that time, India would have boon forced to 
go inconvertible at a very early date. 

11.053. You say it is an open question what her 
subsequent action would have been. I say it would 
have boon exactly the sumo as that adopted by tho 
other Dominions so far as it was eompatiblo wilh 
local conditions. There is no reason to suspect tho 
Government of Tndia would have insisted on gold 
payments. For one reason, it would not have got 
them?- Tho point of this remark relates to tho 
ciiiicism that the gold standard would liavo saved 
India from a number of evils connected with her 
Ijoing on a gold exchange standard. VYliat I am 
saying— and f am glad to find you agree with mo, 
Sir Pim.hutamdns is that at that time sho would 
have had to give up tho gold standard. 

11,051. And would have avoided having to buy 
silver at fabulous rates?.— No, because means of pay- 
ment would have had to take some ol-hor form 
either silver or inconvertible paper. Tho observation 
is meant as a criticism of tho suggestion inherent in 
some of the Indian memoranda that her unfortunate 
experiences in the war- that is the way in* which 
they are represented were due to the fact that sho 
was on a gold exchange standard. I only suggest 
--and T am glad to find yon agree with me Hint sho 
would not liavo been able to avoid those circum- 
stances if she had been on a gold standard. Tho 
remark must he considered in relation to its context. 

11.055. I do not propose to discuss what other* 
have said; I only ask you whether you have any 
reason to think India would have adopted a policy 
different from that adopted by other parts of tho 
Empire?-- Sho would, in my opinion, have been 
forced in her own interest to adopt a similar policy, 
hut 1 wish tho lemark to ho studied ill connexion 
wit li tho context in which it is written. It is nu 
in. twer to the suggestion that the possession of a gold 
circulation would have enabled India to avoid tho 
inconveniences she suffered in the course of the war 
and to liavo retained convertibility, to which at that 
timo very great importance was attached. 

11.056. In tho last sentence of that paragraph you 
say; ‘ If, under some national stress or emergency, 
sterling were again to become divorced from gold, 
tho action to he taken by India cannot he prejudged, 
but would have to lie determined in the light of tho 
actual eiren instances.' * What would happen in 
South Africa if sterling were divorced from gold? — 
South Africa had to decide at n certain stage in ihe 
re-establishment, of its currency whether it would 
cling on to sterling or whether it would go back to 
specie paymcnL on its own account. India might in 
certain eircu instances liavo to face a similar issue, 
ami the actual decision would have to turn on what 
tho facts : nd prospects wore at the time. I think 
South Africa had to face this question sumo months 
before the return to specie payments was decided on 
in this country. 

11.057. Did Houth Africa decide beforo Great 
Britain to return to the gold stnndard? — l speak with 
hesitation on this point in tho presence of Sir Ilenry 
Strakofech. I hope he will correct me if 1 am wrong, 
but my impression is that South Africa decided that 
she would go hack lo specie payments on a certain 
date, but tho actual date was in fact subsequent to 
the date to which we rovortod to the gold standard 
in this country. 

11,053. (Sir Henry Strakosch.) There was a date 
set oiifc*in the Act when the country was to go back 


to specie payments unless otherwise decided by tho 
Legislature, and thut dale was June, 1925. No action 
was taken, and the country automatically wont hack 
to a full gold standard. That was anterior to tho 
decision in this country to revert to gold payments? — 
Actually the date when our Chancellor of the Ex- 
chequer made bis Budget speech — in April, 1925 — 
practically market tho return to the gold standard 
in this country. \V« can he said to have returned 
to the gold standard in April, 1925, when the hank 
allowed gold to lie exported under licence. Tho 
obligation on the part of tho hank did not come into 
effort until the end of December, 1925, but for 
practical purposes tho gold standard was re-estab- 
lished in this country at the timo Mr. Churchill made 
his Budget speech last year, and that waa actually 
anterior to the date when South Africa went hack to 
the gold standard, which was in the middlo of the 
summer. 

11,059. That is so, hut of course South Africa had 
taken the decision not ter extend tho date? — My only 
point was that the actual date on which the decision 
operated was as a matter of fact subsequent to the 
time when this country in otfeel reverted to gold. 

11.000. (Sir 11 curt/ Strakosch.) it declared its policy 
previously. 

11.001. (Sir Purshotamdas Thakurdas .) That was 
an accident. They took the decision before this 
country went to gold point, ami it wuh definite 
that they would stick to their decision? -That 
was the case. South Africa took this decision, 
and no doubt it had some ctforL on the policy that 
was decided on in this country. All L am saying 
is that there was a doubt as to what might happen 
in 1925 with regard to this country, although South 
Africa made up its mind. A similar question for 
judgment and discretion might also conceivably arise 
under this scheme as regards India and one cannot 
predict what would be done. 

11.062. Why should not the question be allowed 
to be treated in the same way as in tho ease of 
South Africa? If sterling breaks away from the gold 
point tho conditions would be watched and India 
would take such steps as would embarrass the United 
Kingdom to tho least possible extent; ill fact, India 
might oven make some sacrifice for that purpose. 
Is there any reason for keeping India away from 
what lias been adopted in other countries? — I agree 
that if sterling broke away from parity tho question 
of the currency policy of India would have to be 
considered in the light of that situation. Sho 
would have to decide in such a case whether to 
follow sterling or whether lo take an independent 
line of her own. This was actually a matter which 
arose in the course of the Avar, and for a consider- 
able period India followed sterling and kept to the 
Is* 4d. ratio, but at a certain stage later on tliut 
ratio Avas abandoned ; in other words, India’s policy 
was considered from tho point of view of India’s 
interests, as it would always have to be considered 
in future. India would be free, if such an emergency 
occurred again, to decide what her currency policy 
should bo in tho light of all tho circumstances pre- 
vailing at the time. The point is that the mere 
adoption of a gold circulation cannot guarantee one 
against the sort of difficulties which have been, in 
my judgment, wrongly imputed; as I understand the 
Indian memoranda, to the gold exehungo standard. 

11.063. ( Sir Reginald Mont.) You wero discussing 
just now tho suggested analogy between the position 
of the rupee and the silver coins in this country. 
You pointed out, I think, that in tho Finance 
Department Memoranda, it was assumed that after 
the rupee had boon demonetised the same amount 
of ru poos would be required for circulation as before, 
namely, 160 crorosP — That appears to be so. 

11.064. Does not that point to tho fact that the 
analogy draiyn, or sought to he drawn, between the 
rupee and silver coinage in this country is not jn 
true analogy at all P— Yes, I think it does. 

11.065. There is such a difference between the sue 
of Urn ordinary payments inode in India and thoBe 
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made in this country. The ordinary transactions in 
India differ bo much in si*e from the cash pay men is in 
tliis country that it would bo a truer analogy to com- 
pare the position of the rupee to the sovereign beforo 
the war or the £1 note now?,— -Yes, 1 think that is 
absolutely true; I find uiysull* in completo agreement 
with that. It leads one to enquire whether there 
is any moaning to be attached to 11 limiting the 
legal tender quality of the rupee ” if for all practical 
purposes the rupee is going to go on as unlimited 
legal tender after the declaration in the same way as 
it did before. 1 think very largely wo are using 
words which when analysed do not have any proper 
significance. 

11.066. In fact, the rupee must bo regarded rather 
as a unit of currency than as a fraction of currency? 
— Absolutely. 

11.067. The true analogy would ho between tho 
4-anna and 2-anna piece — tho subsidiary coins in 
India- and the silver coinage in Ibis country? — 
Certainly. That appears to be admitted by Sir Basil 
Blackett, who at some stage in his evidence said, 
“I do not think there would he necessarily any 
large reduction in the volume of transactions still 
carried out in rupees.” 

11.068. To turn to the question you were discussing 

just now with Sir L’urshotamdns Thakurdus as to 
the sterling standard or gold standard, 1 understand 
from what you said oti Monday that you are in 

favour of linking tho rupuu to sterling and not to 

gold? — Tho lupeo, as I. envisage the position, would 
lw issued by Government in exchange for a certain 
number of grains of gold. In other words, the 

tenderer of gold in India would l>e entitled to 

acquiro rupees at a fixed rate, in actual practice, 
for purposes of quoting exchange, the quotations 
would l>e in sterling, but L contemplate that the 
rupeo should be linked to gold and not to sterling 
in the sense that the Govern men L or Bank charged 
with the duty would be under an obligation to issue 
rupees if gold was tendered to it. The question of 
tenders of gold to the Bank or the Government, :n> 
tho case might be, would no doubt bo influenced 
by the policy adopted in the matter of selling rupee 
oxchnngo against gold exchange. Tit other words, if 
you awsunie— as I am disposed to assume — tho 
identity of gold and sterling for all practical pur- 
poses the distinction between tho two ocasos to bo of 
great significance. 

11.069. 1 do not think you have made your posi- 
tion entirely clear. You say that Government would 
Ihj under an obligation to give rupees for gold, but 
you do not make it dear what obligation Govern- 
ment would have to give gold or sterling for rupees 
or Notes for foreign exchange purposes? — I am con- 
templating in these other Memoranda that if the 
Commission consider the time is suitable tho Gov- 
ernment should undertake an obligation — either tho 
Government or the Bank ' whoever is chargod with 
the duty — to give gold or gold exchan go at tho 
appropriate price for local currency without limit 
if so required. 

11.070. Either gold or foreign exchange P — At the 
option of the Government, but in practice I con- 
template that gold exchange would form tho ordinary 
vehicle for adjusting a temporarily adverse balance 
against India — the object would bo convenience and 
economy of gold. 

11.071. You are really in favour of a gold standard 
and not a storting standard?— Certainly. 

11.072. I understand from what you have said u> 
Sir Pursliotamdas Thnkurda* that if sterling hroko 
away from gold again India would then have to 
choose whether she followed storling or followed gold ? 
- I think that would introduce a new factor into tho 
case which would necessitate a consideration by those 
charged with India’s interest of what her currency 
policy should be. That would be a world factor of 
a momentous character which would, 1 think, neces- 
sarily impose on the responsible authorities tho duty 
of considering in what direction India’s interests 
lay. It would not necessarily follow things would 


automatically go on as bofore; you would have to 
consider the question of altering your rates in a case 
of that kind. 

11.073. It would be a very material consideration, 
would it not, whether you were legally tied to ster- 
ling at that time or whether you wero legally tied 
to gold? If you decided to remain with gold you 
neod not take any action at all; you would only 
need to alter your law if you decided to follow ster- 
ling. That would bo a material factor? You would 
find yourself up against this position. in u situa- 
tion of flio kind wo ure contemplating at tho moment 
there would have been a depreciation of sterling. 
You have got an offer out, under this scheme wo 
arc now discussing, to givo gold at a certain price 
or sterling exchange at a certain price without limit 
at tho Government's or Central Bank's option. If 
tho sterling exchange had depreciated you would find 
yourself pressed with a demand for gold in order to 
maintain the established ratio, and if you acceded 
to it in principle either by giving gold or appro- 
priately increasing your statutory rate you might he 
faced in conditions of that kind with tho possibility 
of Niiffcrng a serious drain of jour gold or gold ex- 
change, because speculators or others might form 
the view that the departure of sterling from purity 
u as of a temporary or ephemeral naturo and they 
would aim at making excessive outward remittance 
and become holders of sterling, reckoning that when 
sterling returned to parity they could replace the 
rupee at a profit. 1 think if a situation of that 
sort arose you would bavo to consider your position. 

11.074. You do not suggest that if sterling depre- 
ciated tho giving of sterling instead of gold would 
discharge your obligations. When you said you 
would givo gold or foreign currency, you meant 
foreign currency on a par with gold, did you not? — 
Yes, that is what 1 mean. In other words, if you 
decide to remain on gold you would bo forcod to 
alter tho price at which you would be prepared to 
sell sterling exchange. 

11.075. Naturally, if sterling broko nway, and 
wo remained on gold, the sterling exchange would 
alter?- -You would have to get your offer of sterling 
exchange on to the lines of gold parity of tho rupee; 
you would havo to alter the rate with reference to 
the discount on sterling in terms of gold. 

11.076. My point is, you would not require to 
alter the law if you remained on gold? — No. 

11.077. Whereas if you are linked to sterling, and 
desire to go on to gold, you would have to legislate 
to do so? — Yes. 

11.078. Under (D) of your Memorandum 
No. 3 you say: “ It is well understood that under 
the gold exchange standard the employment of the 
gold reserve in connection with tho sale of reverse 
Councils for tho support of exchange,” otc., “ would 
involve a corresponding currency eon traction.” That 
result would only follow if you maintained tho total 
of the reservo intact by locking up rupees in India? 
That is so. 

11.079. Is that what you mean there P — That is 
wlmt 1 mean --that in so far as you utilise storling 
assets in that gold standard reserve on this side 
to meet reverse drafts, you would havo to place in 
a vault ill India the rupees corresponding to tho 
amount of sterling withdrawn. 

11, OKU. That is assumed in what you stale here? 
— Yes. What I meant by that is, that the authori- 
ties conversant with the policy, and charged witli 
working tlm scheme, understand that the sound 
employment of the gold slmulnrd reserve does 
involve bringing about a contraction in India corre- 
sponding to the reduction in tho reserve on this 
side, and the idea I had in mind there was an 
answer to the suggestion that the gold exchange 
standard ns worked properly was defective in com- 
parison with the gold standard with a gold circula- 
tion, whereas I should take the view, which I think 
has been held by many writers, that the system is 
just as automatic in its regulation of the money 
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supply as the strict gold standard, although there 
is no gold in circulation and no necessity to more 
gold backwards and forwards between the two 
countries. 

11.081. I. wanted you to clear up that point, be- 
cause 1 rather gathered from something you said 
that you wished to relax the contraction for fear of 
causing excessive stringency in India? — I have no 
desire that we should depart in our practice from 
what the dictates of strict theory require. All I had 
in mind was that it is conceivable that you might 
have to face at a particular time the question of 
whether strict compliance with theory might not 
inflict an injury on an interest wider even than 
exchange. For example, take* the ease which 
occurred in 11120, and which is dealt with in the 
memorandum which F have put in to you. The 
authorities held at the limo that further contraction 
was not consistent, with the maintenance of India's 
trade interests in the widost sense. Tho choico, 
therefore, was between imposing a further drastic 
restriction of currency, which might have driven the 
money market rate of discount to a phenomenally 
high figure, and letting tho exchange lapse for the 
time, being. Tho authorities at that lime felt that it 
would have been contrary to tho interests of India 
to have supported exchange more than they did by 
imposing additional contraction. I only suggest it is 
conceivable in the c iron instances of India for the 
reasons set out in the memorandum, that you might 
he faced with that issue again. Normally it ought 
lobe well understood and recognised that there should 
he pari passu contraction when reverses ar© sold. I 
think that that ought to he the guiding principle 
and that it should he laid down with due formality. 

11.082. Ff you found that the following out of that 
principle and tho strict application of it caused 
.severe stringency in India, would you let the ex- 
change go? -There are half-way houses in this 
matter, of course. As long as you are prepared to sell 
\iiur gold exchange at the proper rate without limit 
of amount, your exchange would not go, though you 
would not have effected the necessary contraction 
immediately. You might he jihlo to give tho hanks 
a somewhat longer time to draw in tho currency 
which would he set aside at a somewhat later date. 
1 had in ini ml, for instance, tho device*; which are 
available in this country, for example, for relieving 
money stringency in connection with the "Bank ot 
England's operations. In a certain sense this has 
a rough analogy to that; in other words. I think we 
have had ill tho papers that I have produced some 
indication that with a longer period you might be 
able to get the desiderated contraction, but you 
might not always lx) able to get it absolutely pari 
passu , owing to the fact that since the money 
organism is so imperfectly developed in India, the 
immediate burden of contraction is f<x*usKed on a 
very narrow field at present. In this country an 
alteration of tho rate of discount has repercussions 
from tho Isle of Wight to tho Hebrides at once, hut 
in Judin, where an inqsirtaiil part is pluyod by the 
relatively uncontrolled cash, it takes a very considor- 
ahle time, or, let u« say, a much longer time than 
in this country heforo the influence of a rise in the 
discount rate is felt with due effect. In other words, 
the adjustment of internal prices to external levels 
is not so capable of prompt achievement in India 
as it is in a country where the whole credit structure 
is under the control of Iho hanking organisation, 
and the cash is merely the basis which supports the 
credit. 

11.083. Do you mean that if tho situation of 1020 
recurred you would take a similar course of selling 
reverse Councils at the fixed rate, although the ex- 
change had broken away? That is rather what you 
seem to suggest?— F think the question of the rate 
at which reverse Councils were sold in 1920 is some- 
what different from the question ns to what should 
have been done with the resources obtained by the 
sale of gold or gold exchange from tho reserves. I 


do not want to defend in all dotails the policy of 

1920. 

1 1,084. I was not going into that; I was asking what 
you would do in future if a similar crisis arose P — 1 
think if a similar crisis arose I should set out with the 
firm resolve to effect contraction in India pari passu 
with drafts sold against the reservo on this side, and I 
should require the co-operation of the banking autho- 
rities to enablo me to effect this; but if at some 
stage in the proceedings the hanking authorities came 
to mo and said, “ If this kind of thing goes on wo 
shall have to raise the rate to 10 or 11 per cent.,’* 
or whatever it might bo, I should then have to con- 
sider whether I should suspend tho sale of reverses, 
which, obviously, in those condi Lions would mean an 
immediate lapse of the exchange, or whether T should 
keep on in y sales of reverses, contracting in Tndia to 
Hu? greatest possible extent, hut not necessarily to the 
nleolutcly full extent strictly desiderated by tho sale 
of reverses, tin* understanding with the banks being 
Unit the rates oi discount would, so far as conditions 
in India allowed, he advanced to such an extent or 
maintained at such a point as would enable mo to 
make gmxl as early as possible what l should frankly 
regard as a lapse trom the ideal, but a lapse imposed 
on me by the necessity of paying regard to trade 
interests and tho money markets of India. 

11,08,5. Aou would go on selling reverses rather than 
let the exchange go?— I should liavo to judge that 
question in I he light of tho actual situation at tlu* 
time. If 1 saw that the position wag such that there 
as no hope of adjusting Indian prices within a 
‘ . asonable measure of time to a very sudden and large 
all in external prices, I should then probably come 
to tho conclusion in tin* circumstances described that 
it would on balance bo lo the advantage of India 
*'» the time being to suspend the sale of reverses 
nml to let the exchange go below accepted parity. 
It. on the uLhor hand, l felt that with a abort delay 
I should be able to effect tho necessary adjustment, 
1 should prefer to take the view that the sale of 
reverse# at the proper rale should lie continued for 
a period, tin* understanding being that wo should 
endeavour to contract a# hard a# we could up to the 
desiderated amount. T do not think I could put it 
more definitely than that, because, as I say, I think 
■' nu would have to form n judgment in the light of 
i lie fads of the particular case. If in 1920, after 
Hu* adoption of the 2s. rate, it had been foreseen 
what a son national fall in gold prices was 
beginning, tho right policy in a case of that 
sort might possibly have been to suspend 

the sale of reverses at once, hut people could, of 
course, argue, even in a case of that kind, that the 
sale of reverses acted to some extent as a brake on 
the fall of tho Indian exchange, giving it a certain 
support, and that this helped people with commit- 
ments Lo get out of tlioso commitments with l«w 
serious results than would have been the case if the 
exchange had collapsed suddenly. 

11,080. You contemplate really two safely valv<« 
against excessive contraction : mm is possibly lotting 
the exchange go. aurl the other is possibly selling 
rovenses for a short time to mitigato the stress?-- 
^os, without having the strictly desiderated contrac- 
tion going absolutely hand-in-hand with that opera- 
tion. I am not, ns you understand, advocating these 
things as ideals, because, a# 1 say, T regard the ideal 
as being pur t passu contraction, hut a study of 
Indian conditions leads one to the view that unless 
we can have some means of relief to gi\o the Indian 
markets time to adjust themselves, we might lie 
brought to a deadlock, not by any deficiency of the 
reserves, but by the inability of Indian * market 
to stand tho contraction required. 

11,087. I think I see what you mean. T just want 
to dear up one point. Would you provide for these 
safety valves by legislation, or would you treat action 
in this emergency as analogous to suspending tho 
Bank Act in England?—' That is a question T have 
some difficulty in answering, because there are some 
advantages in making contraction a legal obligation 
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i? you really felt it was going to ho generally enforce- 
able, and that the need for giving some relief would 
not present itself, possibly, on the first occasion 
when you had to resort to the sale of reverses. As 
ail alternative to legislation, of course, you could 
have a firm announcement of principles, say, by the 
Commission if it took that view, and subsequently 
by the authorities in India in the form of a resolu- 
tion or in some other way. They might make it clear 
that they recognised it as un obligation to go in for 
%mri passu contraction, and there you would havo 
to leave it. There are methods less rigid than a law 
for giving effect to this conception, methods with 
which you are familiar. It is a difficult question to 
know whether you should make it a legal obligation 
in India, because T do not know if I am wrong in 
saying of this country Lhat, although it is obvious 
that if the Bank of England loses £1, 0<X), 000 of gold 
there is automatic contraction to that extent, the 
Bank of England has methods by which it can come 
to the assistance of the market, and I think if you 
made it legal in India, ns the other methods of giving 
relief do not apparently exist there, you might ho 
t.ving yourself up rather more than you are tied up 
even in this country. I feel some difficulty oil the 
point as to whether it should he a legal obligation 
or a principle firmly enunciated in some other way. 
On this point there is one thing one ought to say, 
and which 1 have said in this other memorandum, 
and that is that in tlie past wo have recognised as 
quite nil ordinary thing the meeting of reverse drafts 
from surplus Treasury balances on this side. Tn sn 
far ns that is done the payments made in India for 
the exchange sold go into the Govern men t deposits 
at tho Imperial Bank, tending thereby to increase 
the public deposits and the hanks’ cash ratio, and 
thus to that extent making rather for ease in the 
market when what you want is to stiffen rates. T 
think that the policy of meeting reverse drafts from 
Treasury balances, which involves no obligation t-o 
contract, was defective. 

11.0R8. It is surely quite clear that meeting reverse 
drafts from Treasury balances does not involve any 
contraction at all ?- It is in a sense a positively 
expansionist influence in so far as it strengthens 
the cash position of the principal hank. I think, 
therefore, that that policy was wrong. I am also 
of opinion lhat in the past we have, perhaps, not 
hud sufficient recourse to the discount policy in this 
connection. I low far tho discount policy would he 
effective in tho circumstances in India is, l think, 
\ery arguable, and it is discussed in these papers, 
hut certainly one ought to call in that weapon to 
the maximum possible extent. Ono should definitely 
recognise when reverses are being sold that it is 
up to the principal banking authorities to do all 
they can to work hand in glove with the exchange 
policy, which has not always, I suggest, been 
sufficiently recognised in the past. 

11,Oft0. It has been suggested to uh by many 
witnesses that we should make the system “ fool- 
proof ” hv making it a legal obligation to contract the 
currency. 1 do not want to press you on that if 
you cannot give an opinion on that proposal Y — As 
I say, I incline, myself, if conditions remain 
as at present to favour a firm announcement 
of policy in some other than a legal way, for 
the reasons I have given. I think in this country 
there are methods of easing tho situation which 
aro not open to us in India, and T think wo ought 
to givo tho authorities charged with the maintenance 
of exchange some measure of discretion as to tho 
pace and intensity witli which they impose 
contraction. The matter would require further con- 
sideration if control is made over to a Central 

Bank. 

11,091. Chairman : I have one or two questions 
un that very interesting issue. We are contemplating 
a state of affairs in which a contraction in the 
currency produced by the normal operation oi. u 
basic provision such as this might produce a scarcity 
of credit which might he dangerous? — Yes, 


11,092. Such conditions are allowed for in currency 
systems which are familiar to us under the pro- 
visions of the Statutes regulating the central bank 
by a mechanism frequently in the nature of an 
expansion of the fiduciary issue on special terms. 
That is a method of alleviating the contraction 
according to fixed rules laid down by the law, uiul 
under tho control of the hank of issue — the central 
hank. (In the other hand, there is the alternaLive 
suggestion that the alleviation should he left to the 
authority in control of the gold standard reserve 
according to some general principles which an? 
defined hut not statutory. I understand joii hesitate 
to pronounce an opinion us between those two as 
to which is the more appropriate for Indian con- 
ditions?- -L was not so much considering the 
alternatives or regarding them as mutually exclusive. 
You might, 1 imagine, have renditions in which the 
light to expand the currency on terms would 
sufficiently meet the case. Tho kind of hank of 
issue, of course, which L imagine we are contem- 
plating now, is that whieh has a proportion, and, 
ordinarily, a fixed proportion, of tho total issue 
against investments, the invested portion being 
capable of increase on payment of a tax in sonic 
form or other. Take a ease where the metallic 
percentage has to he 40 per cent, for the purpose 
of an example. The loss of gold in a case of that 
sort means that you have, in any case, if you aro 
to maintain your proportion, to reduce your total 
issues more than by the actual amount of the gold 
lost. There would therefore he, in any case, a 
certain strain, L take it. In the case or a country 
like India there would he a certain strain through 
the enforcement, of that condition, because there 
a return of currency from up-country seems 
Lo take a long time. You do not get the quick 
response lo the operation of the hank rates that 
you do in this country. In so tar, of course, ns 
the method that you aro suggesting ac tually replaces 
credit to tho extent of the method I was suggesting 
in answer to Sir Reginald Miint just now, in so 
far as the two things aro equal, ono would he just 
as effective a method as the cither, because? we are 
concerned with the? total amount of credit available 
at a part dar time, and, in so far as the amounts 
were equal, cr either method the result would 
he I he same*. 

11,01)3. I was looking at it rather from tho point 
of view of the best administrative machinery. It 
might he said that in the case of one alternative a 
vital matter as regards the working of a currency 
system was being left wholly at large and absolutely 
at the disc ‘fed ion of a certain party, so that the 
general public and the trading community con d 
never have any certainty as to what action would 
he taken under any given circumstances. Ih that a 
practicable or a desirable scheme for permanent in- 
corporation in the* currency system of a country?— 1 
think it, is not really in itself desirable. Ono must, 
of course, envisage* the possibility that there might 
conceivably he a period ol weak exchange without 
the hank rates being necessarily at. a very high figure 
iu India. That has happened in the past, und oven 
during the period of 1920 the hank rate was at 
certain times down to .*5 per cent. The central finan- 
cial authorities might, find themselves in a position 
to increase the currency without any penalty in 
Indian conditions. I think that is a point which 
requires some consideration, because wo havo had 
experience of cases where there has boon a temporary 
weakening of exchange, yet money rates in India 
were comparatively easy, and this particular policy 
of the fine would not really bo effective. 

11,094. Because there was still a margin you could 
let out?— Yes. I think also there is Urn other possi- 
bility, that the banks do not necessarily aim at keep- 
ing tlieir banking ratio constant, and there is aIbo 
possibility, therefore, whieh I suppose exists under 
any system, namely, that the contraction of credit 
desiderated by tho central banking authority is 
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capable to some extent of being countered by the 
other lending authorities reducing the cash propor- 
tion in which they conduct their business. 

11.095. Yes. No doubt that is possible in a country 
with a highly-developed banking system, but is that 
likely to creato a practical difficulty in Indian 
currency problems?* Not in so far as you have not 
got in India the network of banking organisations 
that you have, for example, in this country. 

11.096. That would rather point to the desirability 
of improving the organisation of the Indian hanking 
system in relation to a central hank? — Certainly. 

11.097. I have one or two other sulisidinry ques- 
tions. When you wore dealing with the proposal that 
there should be a gold currency, as you describe it, 
as an excrescence, you advanced, l think, as the 
principal practical argument in favour of it that the 
gold coins might be substituted for silver in the event 
of the price of silver rising above the melting-point 
of the silver rupee? — That was certainly one aspect in 
which the proposal might conceivably have some use 
on special occasions. 

II, (196. 1 wanted to know whether, in view of the 
small payments that would he commonly required, 
3*oii think that really would be of any practical 
assistance in an emergency, and relieve the Govcrn- 
menfc from the necessity of dealing with tho situation 
either by lessening the silver value of the rupee or 
by taking some other course?— I do not think it 
would be in itself a complete remedy, but. I imagine 
it would give some kind of relief. Salaries could be 
paid in that nay to some extent, and railway fares, 
where usually a considerable number of rupees are 
involved. You might be able to get some relief there, 
as has in fact been done on previous occasions when 
a considerable amount of gold was put out. Gold 
would also be available for securing the internal 
convertibility of tho note. 

11,090. You recognise, no doubt, that although it 
might lie an alleviation it would not be a remedy?--- 
Certainly. It would only bo an alleviation. 

11.100. (Sir Alexander Murray.) T gather you said 
yon might he in favour of a gold standard without 
gold coins being actually in circulation. If such a 
standard bad lieen in existence in 1920 how would 
you have set. about contracting currency? — Wo :tr** 
postulating for the moment that, say, a 2 k. ratio 
was in operation, or something of that sort. 

11.101. Yes? — -You would have been under an 
obligation lo givo gold from your reserves, or gold 
exchange from your reserves at the appropriate 
price, and you would have had to lock up or destroy 
your notes pari pawn in India. At that time, of 
course, you would havo found yourself exposod to a 
tremendous demand for gold and gold exchange, 
especially on the part of persons who folt that you 
would not lx* able to maintain that policy for an in- 
definite period, and who would anticipate that after 
you had abandoned that policy the rupee exchange 
would weaken, and they would lie able to replace 
rupees at a profit. You would have exposed yourself 
to the risk of very substantial drains on your reserves. 
You would have also come up against the difficulty 
of contracting currency proportionately, which pro 
tanto would have involved continuing the drain on 
your reserves, because yon would not have removed 
from the market currency which could be offered lo 
you in douiund for gold or gold exchange. I think 
in the circumstances of 1920 you would have had to 
abandon that sort of policy pretty quickly. 

11.102. It would not matter whether you were on 
a gold standard or n gold exchange standard in those 
conditions? — If one accepts the position that the 
adjustment# of the internal price level in India Lo 
the external price level could not lie effected ivitb 
sufficient promptness. I think ono has to accept 
that view. Of course, there would bo the additional 
demands which might come on you from the holders 
of hoarded rupees, which they would expect to he 
able to replace to n large extent later on. 

11.103. (Sir Purnhotamdaa Thakurdas.) In reply to 
Sir Reginald Mfint, yon said owing to the email pay- 
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monts to be made in India by the masses, you con- 
sidcred it necessary to regard the rupee as a unit 
r ither than as a fraction of currency?— Yes. 

11.104. For the same reason do you also consider it 
necessary that tho rupee should ho regarded as tho 
standard unit of India? — By the standard unit,, do 
you mean tho main medium in which transactions 
are carried out, or as a representative of an 
imaginary gold coin of so many grains of gold which 
does not exist? I regard tho rupoo a* being repre- 
sentative of a certain number of grains of gold. 

11.105. And to thnt extent the rupee is tho 
standard unit of India until you adopt some gold 
c.in? -Until you adopt some other unit. 

11.106. Can you tell me of any country which has 
a token coin as its standard unit? — Tho only cases 
which occur to rue off-hand are in tiuropo the five- 
franc piece and in America the silver dollar. T 
think T am right in saying that in tho Straits 
Settlements the standard nnit is the dollar, which is 
a silver coin, and which forms the vehicle of business 
and tho unit of tho country, and which h kept 
stable with gold exchange. 

11.107. Tho silver franc of Franco and the dollar 
of America are no longer being minted; in fact, by 
statute they havo stopped minting those coins? — I sun 
icferring to conditions as they existed in the past. 

I i magi no now there are none in France, and tho 
silver dollar does not circulate t,o a great extent, I 
understand, in America. The nearest, analogy is tho 
silver dollar in the Straits Settlements, which is tho 
•Main vehicle of business there, and the currency in 
which values aro expressed; gold does not circulate 
;it all. 

11.108. Arc tho Straits Settlements on silver or on 
gold ? They are on gold, because tho value of tho 
>ilvor dollar is kept stable with gold exchange. 

11.109. Is that a token coin or a full vo.luo one? 

A token coin. 

1 1.110. None of the other countries of Europe havo 
a token coin as a standard unit. Why do you recom- 
mend tli is particular experiment to bo continued in 

' Hie case of India? Because T have to consider tlio 
special circumstances in India which aro referrod to 
here. Tn India Ibis unit has been made tho vehicle 
«#f business and has a long history and tradition 
behind it. 

11.111. Been use Indian people deal in small 
amounts, do .von think it is necessary to maintain 
the rupee as the standard unit?- Wo aro not yet in 
India ablo to advance to the stage of giving up a 
full legal tender metallic unit. Tn somo of tho 
Kuropean countries 3*011 have referred to tho circula- 
tion of an unlimited tender metallic unit has been 
abandoned; they us« notes. 

11.112. (Chairman .) It would ho interesting to havo 
the facts about tho five-franc piece. They were 
originally coined by tho members of tho Gatin Union? 

Yes. 

11.113. In France the number was limited in 1873? 

Yes. 

11,111- Belgium imposed a similar limitation in 
1873? -About thnt period. 

11.115. The other members followed suit, limiting 
tho amount of tho issue in 1874?— About the same 
time. 

11.116. In 1878 tho coinage of five-franc pieces 
ceased ? -Yes. 

11.117. T think T nin right in saying it has boon 
resumed only in Switzerland, hut subject to a limita- 
tion of so much per bond id' the population. That 
concludes your memorandum No. 3; we will 
now turn to memorandum No. 4. T understand this 
memorandum proceeds on the assumption that there 
is a continuation of the gold exchange standard? — 
That is so. 

11.118. That is necessary to a correct apprehen- 
sion of it?— Yes. 

11.119. In so far as opinions are expressed in this 
memorandum, they are your personal opinions and 
not official opinions?— Certainly, and the various 
opinions expressed are subject to the conditions on 



MINUTES OF EVIDENCE. 


29 


3 March, 1026.] 


Mr. Cecil H. Kisch, C.B. 


[Coni in ued. 


t^hich the memorandum is wriiLen, which are stated, 
particularly in the last sub-paragraph to para- 
graph 2. For instance, I based this iuimiio- 
lamium largely on a consideration of the 
Finance Department's memo ran da, and when I wrote 
it 1 had not read the evidence given orally by the 
witnesses in India. The remarks in ihc la Iter part 
of this memorandum have been drawn up on the 
hypothesis, apparently assumed in the Indian memo- 
randa, Lhnt the general character of the Imperial 
Bank will not ho materially changed. 1 want to lay 
stress on that fact, because that was a condition I 
had in mind when 1 wrote this memorandum. It 
was written, in fact, in the light of the Indian 
memoranda. If a true Central Bank is created, my 
outlook and line of approach would be different. 1 
should in such a case he desirous ol’ xe-ling in it as 
high a degreo of responsibility for the mainteminc* 
of sound financial conditions ns tho circumstances of 
India permit. That would be my bias, if 1 may use 
the term. 

11.120. I. will try to bring out what differences 

other assumptions make Lo your conclusions. In 
paragraph l you say, “ but assuming that the. Com 
mission are satisfied, from tho evidence taken in 
India, that no untoward consequences are to be 
expected from the replacement of a Government Not* 1 
by a bank note.” What sort of untoward circum- 
stances bad you in mind in that reference ? 1 bad 

ill mi ml the porMhility that a change in tho character 
of the authority guaranteeing the note might con- 
ceivably influence the* acceptability of the note. 

11.121. Are you able to express any opinion as l» 
the degree ot importance which should l» • ai'c !i: ' 
to that considerat ion in view of Indian conditions ? - - 
Generally speaking, it has been the habit of tin* 
Indian public to look more towards the Gox eminent 
in matters of high financial moment than has heeii 
customary on the part of ri listens of oilier countries 
with which wo are familiar. The Government of 
iudia was the strongest financial organ in the 
country, and when tho note issue was developed in 
the way in which it has now been developed, jt was 
perhaps natural that the Box eminent should sponsor 
the issue, though 1 am aware that in tho past, there 
was a note issue by the hanks which, howexer, was 
abandoned some considerable time ago. 1 imagine 
acceptability o) the note during its early days was 
iulliieneod by the fact that the people understood 
that the Government stood behind the note. The 
people of India are conservative like the people of 
most countries in regard to currency ideas and 
practice, and no one would wish, by changing tho 
character of the authority sponsoring tho note, to 
do anything which might ailed the confidence of the 
people, because that would have the reverse elicit 
from I hat which all of us want, which is to en- 
courage the use of paper instruments in.- tend nl 
metal. L can only add on that point tlm l when the 
hanks wore amalgamated in 11*20-21 the idea bolero 
the promoters of the scheme at that time and Indore 
Hie (iovernment of India did not appear lo he that 
the amalgamated hank should become a hank nl 
issue. I state that in a footnote; 1 quote that trom 
the Government of India. However, ideas change 
and events have happened since that dale so that 
opinions may now lie different. In currency matter, . 
however, conditions do not change very rapidly and 
I thought it was desirable to give the historical back- 
ground, so that the (Ann mission might have it present 
in their minds. 

11,122. You say tho effect of the change is a matter 
for careful inquiry from that point of view?- -That 
is a point which 1 have no doubt the Commission 
lias considered in connection with Indian evidence, 
that on this point must be more important than 
mine. Mr. Denning seems confident it will not make 
any difference, but gives ns one of his reasons tho 
peculiar one that “ the uneducated portion of tho 
population, if they appreciated the change in the 
legend of the note, would be quite willing to accept 
bank notes as the general idea among them is that 
the Imperial Bank is a Government Bank.’* 


J 1,1 2d. You won hi attach some significance to the 
maintenance of a connection between the note und 
I ho authority of the Government of India? — Not 
necessarily. If 1 felt satisfied from the evidence 1 
had received in India that an Indian banknote 
xvas sure of ready acceptability and would have tho 
confidence of the public, ] should sec no reason why 
we shouM not introduce ail Indian banknote issued 
on the authority and responsibility of the hank. 

11,121. In paragraph 2, sub- para graph (l), you 
say: “then* are decided advantages, subject to 
proper safeguard*, in relieving the Government of 
India of certain direct responsibilities in respect of 
currency management.’* What responsibilities are 
you referring to there?- -I think it is desirable to 
bring the principal banking authorities into close 
touch with the responsibilities for exchange and for 
the note issue. 

11,125. Thus relieving the Gox'ernmcnt of India of 
certain direct responsibilities? -In so far as the bank 
shared them, it would to that extent relievo them. 

In so far as the hank was responsible for the note 
issue, it would bo for the bank to see that tho 
money position xvas such as to safeguard the exchange 
value of the currency to which it had put its name. 

I. think it is desirable to promoto the association of 
the bank xvith tho business of currency control, 
because as hanking dovclops in India the discount, 
policy of tho hank ought to play an increasing part 
in maintaining sound money conditions throughout 
tho country. 1 think it is desirable as far as possible 
to divorce these high financial responsibilities from 
the atmosphere of political controversy which is the 
right ami proper atmosphere for a parliamentary 
body, and 1 think it is desirable that the hack which 
bears tho responsibility for those currency questions 
should bo broad. All these factors incline one to the 
view that future policy should aim at an increasing 
association of tho hank with these questions. 

11,120. In your answer you liavo dealt principally 
xvith the ndvant ages of the transfer of responsibility. 
Would you mind giving a more exact definition ot 
the responsibilities which it would be advantageous 
to transfer?--! contemplate that the association of 
llu* Government with the bank should be close; their 
relation should be intimate. The note issue is a 
thing which stands in a sense by itself, because the 
note would, under the conditions we arc now con- 
templating, be a banknote, and the bank’s respon- 
sibility for the convertibility of the note would be 
a proper obligation nT (ho issuing authority. Tho 
exchange is in a rather different position. 

11,127. Klscxvhcre in your memorandum I under- 
stand the opinion expressed to lie that tho hank 
should he responsible for tho noto issue and its 
internal com ert ability, whereas tho ultimate respon- 
fibilily for the maintenance of exchange rests on the 
Government ? Yes, I have made that suggestion. 
A« 1 have raid, and as \ , » i » will of rour;;c understand, 
in tins memorandum I am dealing with a situation 
in which tho character of tho hank would not he 
materially different, from the character if has to-day. 

11,12*. 'I lie direct responsibility you are cniitcm 
plating here is therefore the transfer of responsi- 
bility for the note issue and its internal convcrta 
hi lily? -That is so. 

11,120. In the next sub-paragraph von say: “ The 
Imperial Bank is not. a Central Bank in the scu,c 
in which this term is ordinarily understood.” You 
agree that the Imperial Bank possesses some, at any 
rate, of the characteristics of a central hank, in that. 
iL holds the Government balances, that it does re- 
discount business, and so on, and that its general 
Junctions are limited b.v special prm isions ?- Ye>. 
In those respects it has ceitain qualities inherent in 
central banks, or in most of them. 1 doubt if its 
functions are circumscribed to tho extent usual with 
central hanks created as such. 

1],13(). That is what constitutes the principal dif- 
ference between the Imperial Bank and the typical 
central hank the circumstance that it docs general 
coininen-ial business? - That is so. We must, of 
course, have regard to the general conditions of the 
country in so far as they affect the question of any 
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individual lunik liming tin* grip on money up and 
down the country that wo are familiar with in 
countries where the hanking organisation is fully 
developed. It wants something besides a central 
hank to establish perfect central hanking conditions. 

11.131. The differences between the conditions of 
the Imperial Hank ami those of a typical central 
hank arc rather emphasised hy the number of 
tiio former ami that side of its business. .In para- 
graph 2 you make the interesting suggestion that 
the creation of a central hank would presumably 
involve a splitting of the functions now discharged 
liv tlie Imperial Hank? -Yes. 

11.132. Could you expand that and tell us what 
species of transaction you had in mind in referring 
fo a splitting of the functions? J should endeavour 
to get rid of the first hand relation between the hank 
and the trader; L should aim at a condition in which 
the hank was primarily a bankers’ hank, and the 
distribution of credit facilities up and down thu 
country, in so far as it affected the individual, was 
in the hands of some hank or hanks other than the 
central hank. L do not think it is a suitable thing 
or a helpful thing for the satisfactory functioning 
ol a central hank that the holder ot the ultimate 
reserves of tin* country should itself he the vehicle 
through which credit is diiectiy made available fur 
firms and individuals. 

11,131. Do you think it is possible to reconcile the 
useful functions of a true central hank, which in- 
volves the necessity that it should he looked on as a 
bankers’ hank, with other functions which may bring 
it into competition with other hanks? — 1 think it is 
undesirable to recognise such a situation as a .suitable 
line of advance. I think it is very desirable, if 
things are going to he developed in India on the 
right lines, that the proper scope of a central hank 
should he clearly defined, and that it should not 
include functions which are proper to ordinary com- 
mercial hanks. I think it would he difficult to re- 
concile the discharge of the two duties hy one body 
with sound conceptions of hanking policy. 

11.134. As l understand it, that is chielly because 
if your central hank is conduct mg general commercial 
business in competition with other hanks, it can 
m \cr he regarded hy those other hanks as their 
banker freely; there may bo suspicion and jealousy 
which would militate against tin 1 efficient working of 
the system ?— Certainly. That is a very important 
aspect of the matter. 

11.135. From another point of view, in your 
opinion is sewno such organisation as tho Imperial 
Hank necessary in order properly ami rapidly to 
develop banking facilities in India? -Yes. 1 think 
it is most important to preserve in the hands of a 
hank such as the Imperial Hank Iho work of pioneer- 
ing the development of banking up and down the 
country, as it has done in the past. I would also 
attach so j no importance, though I do not know how 
far it would he essential, to leaving that kind of 
business in tho hands of the people who seem to be 
very familiar with it, and who have done it very 
satisfactorily during tho last few years. The 
Imperial Hank has been the spearhead of hanking 
development up and down India, and l do not suppose 
any other authority in India could approach them 
from the point of view of inspiring confidence in the 
potential depositor whose funds we want to attract. 
The fact that they have been tho exclusive hankers of 
Government in recent years has given thorn an ex- 
ceptional cachet in that sort of business. 

11.136. I imagine tho suggestion you mako in this 
paragraph might he carried out in one of two ways. 
It would involve the consideration of which was to 
lio the parent, us it were, and which the child? — Yes. 

11.137. Have you considered whether it would be 
hotter for the imperial Bank to be continued as the 
entity to conduct its preseut commercial business, 
and that a new reserve bank should he , formed, or 
whether, on the other hand, the Imperial Bank 
should become the reserve bank, disposing of its 
oidinary commercial business to some new institu- 


tion? -1 have considered those two alternatives, and 
I find some difficulty in choosing between them, 
because it is mainly a question us to which of these 
two banks should carry the name. You will liavo two 
hunks, one doing commercial business and the other 
central banking business, aud one will be the Imperial 
Hank and the other will ho something different, it 
is a question of whether tho reserve bunk should have 
the name of tho Imperial Bunk or whether the com- 
mercial bank should liavo it. With regard to that, 
there seem to bo some advantages on each side, amt 
it would L>o necessary to choose between them. From 
tho point of view of tho general public, who , are 
familiar with tho name of tho Imperial Bunk, . ami 
from the point of view of tho work the Imperial Bunk 
has done, there would he some obvious advantage in 
letting the bank which is going to do tho commercial 
bu.sinufw and the pioneer work have the advantage of 
the namo and of tho goodwill attaching to that name. 

11.138. On the other hand, might it he said that 
the name of the Imperial Bank already commands 
great authority, and that as wo have already recog- 
nised, it is of great importance that tho confident*) ol 
tho public in Lho note should be encouraged, and 
therefore if tho note is to he a hunk note tliero may 
be an advantage in Having tho namo of the Imperial 
Bunk ou the note? — That is an important considera- 
tion which tells in the other direction. Whether it 
is a decisive point in favour of maintaining the title 
of “ Imperial ” for the central hank 1 am not sure, 
bocuuao if the note i* issued hy the bank which will 
have the Government deposits in future, and will he 
know'll to have them, that fact, ought to give confi- 
dence to the user and holder of notes. If people 
can say, “ This note wan issued hy the people who 
liavo the Government of India’s balance," it. ought to 
give them confidence. I take it the way a note oi 
that sort would get about would he that it would be 
first of all circulated in the Presidency towns, where 
it would, as the people would understand it, be 
received with confidence, and if they accepted it with 
confidenoo it would probably spread gradually 
throughout the country without any difficulty. J 
rather feel tho note would go nil right if it was intro- 
duced with care and with proper explanation, ami 
people generally knowing that it was issued hy the 
hank with which the Government deposited its large 
balances would have confidence in it; this fact ought 
to givo security to the user of tho note. 

11.139. In dealing with tho remainder of tho 
memorandum, T understand you would like ua to 
remember that in future we should have to deal with 
it on two hypotheses: (a) that the Imperial Bank 
continues with something similar to its present situa- 
tion, and (b) that it may bo split up into what we 
will call a reserve bank and a commercial hank. It 
will he necessary to ascertain tho application of your 
views to cadi hypothesis? Yes, I think that is so. 

11.114). In sub-paragraph (3), paragraph 2, you say, 
acting on the hypothesis you have pointed out that 
your memorandum is based on, that “ owing to tho 
dual character which the Imperial Bank would have 
if, without any substantial change being made in its 
functions, it were entrusted with the control of the 
note issue, it is necessary to ensure that the Govern- 
ment should have an effective voice in regard to the 
higher financial policy of the Bank.” Adopting tho 
other hypothesis that there is a reserve hank formed 
without commercial functions, what would your view 
Ih> as to the relation between the Government and 
tho reserve bank? I think that in any case tho rela- 
tions must ho close and intimntc, been use in the last 
resort the exchange policy is an not of tho Indian 
Legislature, and the Government are responsible to 
the Indian Legislature with regard to the execution 
of the acts of that body. T think, therefore, that 
whatever is done it would ho essential for the Govern- 
ment to keep in dose touch with the Bank on matters 
of high policy. 

11,141. Wo are acquainted with systems under 
which the Government keeps in close touoh with a 
central bank without any organised connexion. Is 
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sifl'li a method suitable tor India, in your opinion P 
j am inclined to tho view that, in the caso of India 
V ou would want to maintain a closer relationship 
with lh« central hank and its governing body than 
you do under the law in this country. I gather that 
in this country the independence of the authorities 
responsible for the Bank of England is greater than 
the independence of the authorities responsible for 
Lite Bank of E ranee, and i incline to the view that 
in the ease of India it would he desirable to aim 
rather at following the precedent of the Hank of 
traneo in that matter than that of (lie Bank of 
England. 

11,11*2. Tn tho ease of the Hank of England tlio 
relations are based primarily, no doubt, on tradi- 
tional co-operation, but ultimately, perhaps, on the 
circiiinstnnco that the Bank of England is the 
(jJovernnient’s hank, and liuds it necessary to consider 
tho views of its most important customer? — Yos. 

11,113. What is the difference in Indian conditions 
which would lead you to the conclusion that some 
more organised connexion would he desirable? I 
think we have to realise that there is a lung tradi- 
tion behind the Hank of England, whereas in India 
we lire making a break from* tho past. In such 
conditions I think we have to realise that a break is 
being made, and that the arrangements which would 
he suitable in such a case are not necessarily those 
which are suitable in a ease where there is a long, 
unbroken tradition prevailing. 1 think tho Bank 
will he strengthened by tho knowledge that the 
Government is with the Bank. It seems to me to 
involve a less abrupt change, and not to introduce 
any disadvantage. 

11,14-1-. You deal in your memorandum in Borne 
detail with the relations which should, in your 
opinion, exist lie tween tlio Government and the 
Imperial Hank of India on the hypothesis that there 
is no important change in the functions of the latter. 
Have you given any consideration to what organised 
relation you would recommend between the (Vovcrn- 
nient and a true reserve hank? - I contemplate that 
tho managing governors should Ik? either appointed 
b.v tho Government, or that their appointment should 
lift vo tho approval of the Government. 


11,115. This is us regards u hypothetical true 
reserve bank? Yes. I think tho managing governor*: 
of tho bank should either he appointed hv the Govern- 
ment or, wliaL is very iniich the same tiling, with the. 
approval of the Government, i Hi ink there should 
be a right on tho part of the Government to make 
certain nominations to the direction. 

1 1 , 14(1. The majority or the minority?—! am 
putting hypotheses which are not contained in your 
memorandum; do not let mo ask jou now if you 
would like time to consider the point? L should 
say a substantial number, hut not the majority. 
At. the same lime, 1 think subject to further con- 
sideration that Go\ eminent should have some 
means of making its will effective in tho event of the 
hank pursuing a course which was regarded as in- 
consistent with the financial interests of India and its 
own responsibilities, bee use it does appear to me 
that certainly in tile case of India it is impossible 
for tlio Government to disinterest itself* in tho ques- 
tion of exchange. I believe there would bo greater 
confidence in the bank on llio part of trade generally 
if it was realised that it was working in cIobo har- 
mony with Government, and that the general policy 
which it was pursuing accorded with what Govern- 
ment considered to be Lin? interests of India. There 
am various methods in which such an influenco can 
he given to the Government; it could either take the 
iorin of power to is-siic directions to tlm managing 
governors, or of the rigliL to appoint a financial officer 
of Government to the Hoard with the right oithcr of 
suspensory veto or of conveying positive injunctions 
from the Government. I. believe in tho initial stages 
of a change of this kind it would he found to be 
desirable to strengthen the influenco of tho Govern- 
ment with tho bank rather than diminish it. It is 
quite conceivable flint when the hank has been run- 
ning a considerable time the (’barter may he open to 
review in some of these respects. By that timo one 
should have had the advantage not only of exporieneo 
hut of being able to test public opinion. 

11,117. That view applies to whatever form llm 
(Vnlral Hank might have? I think, generally speak- 
ing, it does, though in the ease of a real ecu Ira 1 
hank strictly limited in its functions 1 should, 
broadly speaking, favour a much freer hand than in 
tho ease of a hybrid institution. 


(The, witness withdrew.) 
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Mr. Cecil II. Risen, C.1L, re-called ami further examined. 

11,148. (Afr. Kisch.) Supplementing my remarks at from the gold standard reserve, J would wish to refer 
the last meeting on tho subject of making contraction to tho possibility of the reserve being handed over 
statutory in the event of reverso drafts being met. to a central bank for administration. In such a oaae 
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it would be necessary, 1 think, to bring the reserve 
under statutory control, because 1 take it that it 
would be unthinkable to entrust a fund, at present 
40 millions sterling, to a bank without imposing 
statutory rules to be obeyed in the handling of the 
fund. In such a case I consider it would ho necessary 
in the statutory rule's to provide for compulsory con- 
traction. if for any reason the hanking authorities 
represented that this contraction threatened disaster 
to the general money position in India, the Govern- 
ment would ho faced with a situation somewhat akin 
to the suspension of the Bank Act, and I think it 
would require the sort of attention that a grave 
emergency of that kind demands. With reference to 
the questions asked at the bust meeting regarding the 
views of the Fowler Committee, I wish to draw special 
attention to paragraph 59 of tho report, in which the 
Committee definitely declined to recommend that 
there should he imposed “ a legal obligation on the 
Gn\ qrnmont of India to give gold for rupees, or, in 
other words, to substitute the former for the latter 
on the demand of the holders. This obligation would 
impose on the Government of India a liability bo find 
gold at n moment’s notice to ail amount which can- 
not he defined beforehand, and the liability is one 
which, in our opinion, ought not to he accepted.” 
It will he observed that those remarks apply very 
definitely to the actual operation which in the Indian 
Finance Department’s memoranda is now proposed. 

1 therefore hold that support cannot he found in the 
Fowler Committee’s report for the kind of action 
which has been recommended in those memoranda. 
That is why l consider T am justified in holding that, 
tlm policy proposed in those Indian departmental 
memoranda is contrary to established custom and, L 
would now add, contrary to tli«> view of the Fowler 
Committee. It is. of course, relevant to note that 
the experience on which the subsequent Committees 
reported was later and more mature, and in any case 
1 could not accept the view that what was said by tile 
Fowler Committee in I MW should necessarily he pre- 
ferred to what was said by other subsequent Com- 
mit toes. 

1 1 - 149 . (Mr. Crrstnv.) Would you kindly read 
«f llml lleport as well? That is the <4 a use 
mIscIi definitely aceepts the idea of coining gold. As 
I -ad. I iveo.'iiisc the Fowler Commit Leo leant lo- 
uanls t lie ini r,s liiction of a gold min. My point 
hero has been that they did not contemplate the kind 
of operation which the Finance ‘ Department’s memo- 
randa have envisaged. 

Il.lfth (Chairman.) T think wluit Mr. Kiseli has 
just said meets your point, Mr. Preston. The differ- 
ence which 1 suppose we must emphasise between 
what flu? Fowler Committee was considering and 
what is considered in the Finance Department's 
memoranda is perhaps essentially a proposal that 
rupees should cense to be the legal tender?— Yes, nm ] 
that the Government should undertake this offer of 
gold exchange for silver rupees now in the country. 

.11,151. (Sir Pu rshotamdax Thnkiirdas.) I take it. 
Mr. Kiseli, you would agree that the Fowler Com- 
mittee put forward the idea of a gold currency for 
India to he adopted when circii instances permitted. 
They suggested it ns nil ideal towards which the 
Government should work? T find it difficult to be- 
lieve that they had really got a completely thought 
nut scheme, because tho view in paragraph 59 which 
I have just recited is very difficult to square with the 
suggestion, which is thrown out in Paragraph 55 
that conceivably at some indefinite date a limitation 
should he imposed upon the legal tender quality of 
the rupee. The Government of India have recognised 
that before that can bo done some gold exchange 
offer is a necessary preliminary, and the Fowler Com- 
mittee seemed to me, in postponing to an indefinite 
date the idea of limiting the legal tender quality of 
tho rupee, not to have gone very carefully into tho 
proli riiiunry .steps that would ho neecssarv to achieve 
that end. 


11.152. 1 will read to you one sentence of paragraph 
54 of tho Fowler Committee’s lloport: “ Looking for- 
ward as we do to the effective establishment in India 
of a gold standard and currency based on the prin- 
ciples of the free inflow and outflow' of we recom- 
mend these measures for adoption ” Is it wrong t > 
coiicl udo that that was the ideal recommended by the 
Fowler Committee to he worked up to by the Govern- 
ment of India P — That paragraph which you have 
recited simply denies with Die question of making 
the sovereign a legal tender and u current coin ill 
India, and there being a free inflow and outflow ot 
gold from India. 

11.153. They also say: “We also consider that, at 
the same time, the Indian Mints should he thrown- 
open to tho unrestricted coinage of gold on terms and 
conditions such as govern the three Australian 
Drum-lies of tho Royal Mint ”? — That is, T think, in- 
eluded in the idea of a gold coin and a free inflow 
and outflow of gold. 

11,15-1. Jn short, then, Mr. Kiseli, according Lo 
you the position is exactly the .same as it was when 
the Fowler Committee examined the position in India 
in 1899. It has not changed at all. That, I take it., 
is your conclusion?- Will you kindly repeat your 
question ? 

11,155. The conditions to-day are the same as they 
weio when the Fowler (jpmrnittec investigated the 
whole question, and you contend there has been no 
further progress indicating that India needs gold cur 
rency, or that efforts should he made to introduce 
gold currency in India? — I see no reason to hold Hint 
the circunistniKM**, of India require the introduction el 
a gold circulation to give Die country a thoroughly 
sound system. 

11,155. You sav that in spile of the large imports of 
gold into India for private account which there haw 
been since tho Fowler C’oinmiltiv’s R.-pnrt?- 1 en- 
deavoured last time to draw’ a distinction between the 
social demand of India, for gold and tin* ciirrcuc.v 
demand for gold. I apprehend that the inlmduc! i »n 
of a gold circulation would involve an addition to 
the gold intake of India over and above what him 
would take if the social demand alone had to bn con- 
sidered. I was asked whether any other country 
had unlimited legal tender silver currency, and I 
referred to the Straits .Settlement*. I think 1 might 
have added the Philippi lies at Die time when Die 
Currency Reform was introduced there in the early 
years of this century. Then Dierc was a point, which 
l was asked about the utility of a gold coin to Govern- 
ment in certain emergencies. 

11.157. (Chairman.)' In substitution for a silver 
rupee currency?- If there was a strain mi silver. I 
find when that sorb of situation arose in tho Straits 
Settlement* liie step was taken of extending the 
quality of unlimited legal tender to British gold coin 
as one of the measures for alleviating tho strain on 
silver. That was in 1906. 

11.158. Is then* any record of how much went into 
circulation? — Thnt is not stated. Also the possibility 
that it might he of some help to the Government in 
meeting demands for the convertibility of the note 
lor internal purposes. That would he one aspect of 
the alleviation in addition to the demand for new 
currency. On the point of tho strain on silver, I sug- 
gi’.d that the Com mission, if they attach weight to the 
risk of silver rising to a price at which the stabilised 
rupee will be threatened with tho inciting pot, ought 
to consider the possible coinage of half-rupee pieces 
and two-rupee pieces of n lower proportional silver 
content than the one-rupee piece. There would 
apparently he no reason why such coins should not 
circulate. They w T ould he tokens, ns would be the one 
rupee, though one would ho proportionately a more 
valuable token than the others; but as they would 
nil he tokens they ought nil to circulate in the same 
wav im the old British silver and the new British 
silver, w’hicli has a low’er proportional silver content, 
and both of which circulate freely in tEia country. 
Further, I do not know whether things have not 
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advanced sufficiently far in India now as to reduce 
tlie danger, which was present at the time of the 
war, when the circumstances were special, of incon- 
vertibility. I do not know whether that danger, in 
the event of such an emergency happening again, 
would lie quite so serious in tho future. It must he 
remembered that this particular stress was at its 
height about March, 191H, when the final German 
offensive was starting. T do not know whether the 
risk which made it absolutely necessary to prohibit 
exports of silver then would be so fatal to allowing 
those exports in the future. I must not he regarded 
us advocating this point, because T have not had the 
opportunity of canvassing opinion in India. I sug- 
gest that, if you thought fit to recommend the coinage 
of silver half-rupees or two-rupee pieces of lower pro- 
portional silver content, and they were accepted, it 
might, also he proper for the authorities to consider 
the question ns to whether, without undertaking a 
vast re-coinage in the sense of recalling rupees, it 
would he possible (because India has now' advanced in 
a number of ways, and confidence presumably is 
much stronger than it was at the time of the crisis 
of the war) to put into circulation a oue-rupee piece 
of a lower proportional silver content to the present 
one-rupee piece in the event of a threat to the exist- 
ing silver circulation. As 1 say, they would both lie 
token coins, and, as far as theory goes, there would 
he no reason why they should not circulate as money. 
So far as tin* hoarding of rupees went, people would 
prefer to hoard the higher valued rupee, hut the new 
rupee would then circulate as money, which is the 
particular object which we have in view. I only 
mention these possibilities because I do think it is 
important that one should be ready with a reply to 
the question as to what would liuppeu if the price 
of silver were to go to «iHd. I think it is a highly 
improbable event- a view which I have endeavoured 
to justify in previous evidence— but it seems to me 
that some of these possibilities require to be carefully 
explored in case of any future emergency. 

11,159. That is your own view that whatever 
you enact about the rupee, owing to its long history 
and its traditional position, the people of India will 
continue to look upon it as the standard unit of 
currency? — Yes. 

11. ICO. That being so, must not weight be attached 
to the view that any alteration in tho intrinsic value 
of such a standard unit may affect the general 
confidence in the currency of the country?— -I think 
one must attach importance to it; but in other 
countries, such as tho Straits Settlements, there have 
been alterations in the character of the standard coin. 
No doubt tho authorities would he reluctant to 
undertake them, hut that is one of the natural 
methods of dealing with this particular emergency. 
It is a method which is adopted by countries which 
have progressed a considerable distance in currency 
lore; and as India progresses, and her banking facili- 
ties develop, I only suggest that tho arguments 
directed against it in the past may in the future 
come to have a diminishing force. 

11.161. As regards those arguments, is it possible 
to distinguish between the two-rupee and the half- 
rupee and the rupee? Suppose it be essential io 
maintain the confidence of the people in tho 
legitimacy of the rupee, and supposing that they 
see that the big brother, tho two-rupee, and tho 
little brother, tho half-rupee, are illegitimate, might 
not that affect their confidence in the legitimacy 
of tho third member of the family F — I do not think 
I should necessarily draw that conclusion. There 
was some nervousness at the time of introducing the 
paper rupee, but it war issued and it became a 
very popular thing. That seems to me, in a sense, 
to be as signal an innovation as the introduction 
of lefts fine half-brothers. 

11.162. It might be said that the confidence in the 
acceptability of the rupee note was based upon its 
convertibility into the silver rupee of familiar fine- 
ness? — That is so. . 


11,16.1. (Sir I’urxhotuHiduii Thakurda».) You think 
it would be a feasible possibility for this Commission 
to recommend the depreciation of the rupee?— 1 
think the Commission ought to consider the matter 
within the limitations and subject to the qualifica- 
tions 1 have suggested. It was considered very 
carefully at the time of tho Babiugton-Smitb Com- 
mittee, and exideuce at that time was very strongly 
against it. I am only suggesting that, as India pro- 
gresses in the understanding of currency matters, 
and particularly as banking facilities develop and 
people are less inclined to board the rupee for its 
own sake, it ought not necessarily to he assumed that 
what was held to be conclusive in 1919 will lioces- 
sarily be conclusive for all lime. For example, I 
feel quite confident that a proposal to limit the legal 
tender quality of tlie rupee would have been 
thoroughly condemned root and branch by tho 
authorities in the past; but the idea of limiting its 
legal tender quality seems to mo to cut much more 
at the root, of the rupee than the introduction of a 
rupee of lower proportional silver content, becauso 
in the one case the purchasing power of the unit is 
not going to be affected. 

11,104. You do not think it is likely completely to 
frighten and exasperate the Indian public, and to 
shake their confidence in the currency of the 
country?— I do not suggest it should he done in a 
hurry. I suggested you should try the half-rupee, 
and possibly the two-rupee, first; but I think if the 
authorities understand that .the rupee is representa- 
tive of gold, which is wliat. we intend it to he, and 
that its purchasing power is secured, those who 
understand tho question would realise there was 
nothing, in theory, against the ititrodiicl ion of a 
rupee of a lower fineness. Also you would lie able 
to point to the fact of the samo thing having been 
done in other countries. I think if they gave their 
minds to it they would be able to secure its ready 
acceptance. 

11.165. Those who give their mind to it might, 
accept it, hut what about those who cannot, givo 
tlleir mind to it. Do not you think their failli in 
the currency would hi* completely destroyed? To-day 
the rupee is supposed to he worth nine annas. Even 
if this depreciated it only by another sixteenth, 
making it worth eight annas, do you not. think it 
most undesirable? — I am not suggesting it should ho 
done while the price of silver remains in its present 
neighbourhood. Tf tho price of silver goes higher, 
you may he able to reduce its silver content to some 
extent without necessarily reducing tho gold value 
of tho metal it contains. 

11.166. When tho price of silver later on goes 
down, would you call hack thoso rupees and substi- 
tute the fuller value coins? -I should he reluctant, 
to do it, because having made n move in a sound 
direction, and if a new rupee had been accepted in 
that form, T shorn! try to maintain the ground which 
I had won, if l could. 

11.167. You do not think that would have a had 
political effect in India? — I should have great con- 
do net? in the guidance that would be given by thoso 
people who know. If those people who knew stressed 
the point that such a step did not run counter to 
sound currency theory, that it had been done in 
other countries with success, and that India should 
ho capable of doing whut other countries do, ! Ihink 
trouble might bo avoided. f am not expressing con- 
fident or strong views. 1 think it is conceivable 
that tho reasons which in tho past have boon held 
as decisive against such a thing might not neces- 
sarily apply for all t.imo. I do not. go further than 
that. I nin rather inclined to think that tho idea 
has been too lightly dismissed without sufficient 
argument being given against it. 

11.168. You would not bo prepared to say that, 
looking at the political atmosphere now prevalent 
in India and which is likely to be prevalent for the 
next few years, this is an expedient which should 
never be tried P — I would not uso the word “ never 99 
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in regard to such a matter, lint you will understand 
that L have only referred to the point as a matter 
which might ho carefully examined in the unlikely 
event of a silver crisis such as occurred in 1918. 

11,109. (Sir Mancckji Diutahlwy.) I want to deal 
with ymir suggestion that the Com mission should 
consider the question of a depreciated rupee P—1 do 
not say they should recommend it, hut just 
consider it. 

11.170. Have you considered the point that in 
thn Native States of India there are rupee coins 
hearing the stamp of the Native States— like Baroda 
and other States. How will our depreciated rupee 
— the British token suffer in comparison with largo 
numbers of rupees of that denomination containing 
the same weight in the Native States? — We should 
ourselves have in British India, of course, a very 
large number of the higher silver content rupees, 
because 1 am not contemplating a general recall of 
rupees. There might be a re-coinage as rupees come 
into the Government, as opportunities offer. I 
venture to suggest that the kind of circumstances 
which might make this question an active one in 
India might also he affecting the Indian States to 
which you refer, because they also would bo 
interested in safeguarding their silver currency. L 
should think it possible that if the authorities in 
British India considered that this step was a right 
one, conceivably the Indian States who would he 
suffering from the same influence a threatening big 
rise in silver, might feel inclined to take the same 
step. It is a null ter in regard to which there will 
bo a good deal of common interest involved, and 
one would ho entitled to expect that they would bo 
ready to work in the same direction. As I envisage 
the position, their currencies would also bo under 
the threat of a large rise in the price of silver. 

11.171. How would it affect the silver hoards?— I 
do not think it would affect llio silver hoards. As 
compared with the rupee of lower fineness these silver 
hoards would he naturally retained, because tho silver 
content of those rupees would 1 k» of higher value than 
the indicated new rupees. It might, on the other 
hand, he advantageous in certain circumstances for 
tho holders of tlie.so silver hoards to export their 
silver as bullion. 

11.172. Would it not bo an act of bnd faith in 
respect of these parties who have accumulated these 
rupees? — I do not think so, because their silver 
would command the world’s price of silver if they 
chose to part with it, and would also have the qunl- 
i tv of legal tender and the security in regard to 
gold exchange which it is proposed that the Govern- 
ment should afford to its currency. 

11.173. In answer to a previous question you stated 
that much would depend on the guidance to be given 
by those people who know about it. To what people 
do you refer? — I refer, for example, to the repre- 
sentatives of 'India in the radian Assemblies, where 
the question would have to come up in tho form of 
a Bill to be debated. I think there is tremendous 
scope for guiding the people who do not know in the 
attitude adopted in debates by tho representatives 
of India who do know. 

11.174. Both the Chamberlain and the Bubington- 
Kmiih Committees deprecated any such practice ? - 
1 know they did. 

11.175. How have e i re ii instances altered since 1919 
to justify us in reconsidering this question? Have 
any fresh materials come before us to make us re- 
consider it?— 1 think the circumstances of the war 
introduced very peculiar and exceptional conditions. 
There was great nervousness about that time, and 
tho introduction of such a step of this kind at such 
r. time as that would have been fraught with peculiar 
risks; hut things have scttltnl down much more, and 
are quit© different now from what they were during 
tho war. The experience and understanding by 
India of this kind of question is continually increas- 
ing. I only suggest that what was held to bo de- 


cisive in the past may not necessarily nlwaye be de- 
cisive, as India’s knowledge and understanding pro- 
gresses. That is the difference. 

11.176. But in the matter of currency we have to 
take into consideration, and keep in mind, tho poli- 
tical temper of the people. Do you think in the 
present political state of India with Government 
measures and many other things being misrepre- 
sented, and there being a constant agitation against 
Government, it would lie discreet to undertake such 
a violent change? — I have not suggested it should 
be done straight away. I suggest it might he well 
to start with coins whose character is less sacrosanct 
than that of the rupee, even, in one cose, with the 
l>ossible striking of a new coin. I should have to he 
guided very largely by the success or fniluro of that 
preliminary trial. I should judge as to whether 
further steps were desirable or not in tho light of 
how my first effort succeed©^. It will lie appreciated 
that in this discussion I have only been referring to 
possihlo measures that might ho considered in the 
event of a recurrence of a silver crisis. I am not 
making any definite proposal. 

11.177. (Chairman): Continuing with your Memo- 
randum No. 4, and taking paragraph 3, which deals 
with the relations between tho Government mid tho 
Imperial Bank, you say in the second sub-paragraph 
that tho suspensory veto of the Government directors 
should continue and, lower down, you say that tho 
Government should lie entitled to issue instructions 
to tho Bank in matters of Note issue. 'Would such 
exceptional powers ns these leave any real responsi- 
bility to the Bank at all? Would not they have the 
effect of making the real responsibility revert to the 
Government, and would not that sacrifice some of the 
principal advantages to lie obtained by a transfer of 
these matters to the Bank?- You will appreciate 
that these observations are based on the presumption, 
which was implicit in tho Indian Finance Depart- 
ment’s Memoranda, that the character of the Imperia/ 
Bank would continue much the same as at present; 
in other words, it would be very largely n commercial 
bank. In such a case I consider it will be necessary 
to preserve the amplest powers for Government to 
make its will effective. 

11.178. Supposing a true reeervo hank were to be 
founded, would you still think it necessary to con- 
tinue tho Husponsory veto of Government directors 
and tho power of the Government to issue instruc- 
tions as regards the Note issue?— In such a caso l 
should regard it as right to entrust tho Bank with a 
much wider degree of responsibility. As 1 said on 
tho last occasion, I consider that in any event, in the 
c ire u instance** of India, close association between tho 
Bank and tho Government would be necessary, but .1 
should hope that in such a situation the Bank would 
do tho work and tho Government would ho able to 
look on with tacit approval. If, on the other hand, 
the Bank were to do something which tho Govern- 
ment considered contrary to the supreme financial 
interests of India, w’hich might jeopardise the ex- 
change or the security of its balances, I consider it 
would be desirable that the Government should lmvo 
some right of intervention. I apprehend that in 
practice it would practically never have to exorcise 
its right. 

11.179. You agree that the principal advantages in 
this connection of a transfer of responsibility is to 
rid the Government of responsibilities which are not 
commonly regarded os appropriate for Government 
Departments, and*to inspire confidence in the control 
of the currency issue by its being conducted by 
business men of experience rather than by officials 
who, rightly or wrongly, are commonly regarded as 
not possessing the necessary experience?— Yes; I 
think that is a very important advantage; and the 
other advantage which I think is important is to try 
and take these • commercial and financial interests 
out of the general purview of a political assembly, 
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because they are not suitable matters for general 
controversy in India any more than they are in this 
country. 

11.180. Tt would, we may agree, perhaps sacrifice 
in a largo measuro those advantages if by any pro- 
visions practical responsibility and a proper freedom 
of action wore not reserved to the Central Bank P — To 
that extent it would. 

11.181. In the next sub-paragraph you say, 11 It 
might help the interests of Government if contact 
wero established between the Secretary of State in 
Council and the Advisory Committee.” Tf by contact 
is meant anything in the nature of a practical power 
of intervention, might it not lie snid that that would 
have the undesirable result of giving the Bank, in 
the exercise of its responsibility, two masters who are 
not in very immediate contact in space or time, 
instead of one? — One of the questions in which India 
and the rest of the world is immensely interested in 
the future is the gold question, and the places where 
viows on the gold question will he most widely 
obtained, and the places which will piny the most 
important part in the gold question in the future, 
are presumably the great gold centres. India is 
entitled to get her view expressed if any question 
affecting her interests arises at any time in those 
gold centres. Tt is obvious that some effective means 
of expressing those views in London should be 
available. 

11.182. What do you mean by “contact” in this 
connection P — I should mean that a representative or 
representatives of the Secretary of State should 
attend the Advisory Committee of. the Bank which 
has now lieeu established and which would in the 
future, under these conditions, have increased im- 
portance, in order that the Government of India, 
which cannot in the circumstances of India divorce 
itself from theso important interests, should he 
effectively represented there. There are some obvious 
instances where the matter might derive importance. 
Kor instance, the question of the cxjKirt of gold to 
Tndia for trade purposes an distinct .from the social 
purposes of (India might arise. Tt is clear that the 
amount of gold movement to India is influenced by 
the rate of exchange at which the Central Bank, or 
the Government as the ease might lie, is doing 
husincftri. That might raise important considerations 
on which it is desirable that India should bo in a 
position t-o make her view felt in an effective way. It 
is clear that the Government of India themselves are 
not on the spot. The supreme executive of the 
Government of India is the Secretary of 'State re- 
sponsible to Parliament. If the Government of India 
have views to represent on utiy of these questions, 
the natural vehicle under the existing constitution 
would Iks the Secretary of State. 

11.183. Are you suggesting that the representative 
of the Secretary of State should have any formal 
power, or that lie should attend in an advisory 
capacity P — I think he should attend in an advisory 
and watching capacity. I do not eon template that ho 
should have any formal powers. 1 think his presence 
there, vested, as ho would 'lie, with the authority of 
tho Secretary of State, would lie an imiHirtant factor. 

11.184. I will now go on to your next paragraph, 
paragraph 4. I am dealing here with the arrange- 
ments as regards remittance lmnino^s. You deal here 
with some preliminary questions. The matter is 
dealt with more fully in a subsequent Memorandum. 
You say, 11 There arc strong objections to attempting 
to tie up the Secretary of State by an advance 
monthly programme or anything of the kind.” 
Would you agree that, if the Bank is acting in the 
transaction of remittance business for Government, 
some practical arrangement is necessary in order to 
enable the Bank to make provision for the Govern- 
ment’s requirements P — There would obviously have 
to lie close co-operation between the Secretary 
of State— the most important remitter — and the 
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authorities responsible for the actual carrying out of 
the business; but what 1 have ventured to criticise 
rather strongly is tho suggestion that Government 
funds should he deposited at a bank and that the 
depositor of those fund* should not he free in 
principle to utilise those funds, which lie has de- 
posited at a bank, as be deems expedient from time 
to time in tho light of ever-changing circumstances. 

T think it is contrary to the general (‘(inception of the 
relation between banker and customer that tho 
customer’s liberty in the utilisation of his funds 
should ho c iron m. scrils'd in that way. There are some 
practical reasons which lead one to that view. It i* 
not possihlo for tho Secretary of State to lay down 
fixed programmes of the kind suggested, nor would 
it he consistent with the interests of the Indian tax- 
payer that he should attempt to do so. The interests 
of the Indian taxpayer require that the remittances 
should be effected according as tin* market 
conditions indicate. The interests of tho Secre- 
tary of State require that if any unexpected 
demand arises he should he able to take swell 
steps as may be required to deal with it. In fact, l 
regard it ns contrary to tho general conception that 
prevails as between banker ami customer that the 
customer should have his resources in a isn't a in sense 
immobilised because that is what it means. 

11.185. F imagine, although ignorant, that under 
present conditions the fwHTetary of Stale docs not 
<ondiicb his remittance business entirely .from hand 
to mouth, but foresees bis requ ire incuts for a certain 
period and lays out for himself a programme ’n 
advance. Is there any difficulty, instead ol‘ carrying 
out that programme himself, in his communicating 
what his intended programme is to the Bank which 
is conducting the business for him as agent?- -The 
Secretary of State at present has to see that by some 
means or oilier funds are always at his disposal 
for meeting his commitments, Imt lie docs 
not, say, at the opening of the financial 
year, make any attempt to space out his re- 
luittunceH by a settled programme over prolonged 
periods. IIo has other means of raising money in 
London beyond remittances from India if eireiim- 
slaiicCM should prove adverse. I apprehend that then 1 
is nothing inconsistent with Lhe idea of employing a 
bank to carry out the remitt a nees, and the idea nf 
the authority, whose funds are in rupees in India, 
stating, with reference to the ruling conditions of the 
market what amount of those rupee funds he con- 
siders should be converted into sterling funds week 
by week as the situation develops. That is the 
practice* which has prevailed for an immemorial 
period, and L do not see that there is any valid 
reason for disturbing it; nor do I think there would 
be any inconvenience from the hanker's point of view 
in working along those linos. There would in sub- 
stance lie no change from what has happened in tho 
past, and there, would he tho avoidance of what I 
regard as a serious objection, and one which I feel 
ought to lie vory carefully considered, namely, of a 
customer being asked, practically speaking, to im- 
mobilise his funds to a substantial extent. 

11.186. Will you please contemplate for a moment 
r state of affairs under which the Bank conducts the 
remittance business as agent for the Government. l)o 
you consider it should still be tin* resjionsihility of tho 
Secretary of State to proscribe when the remittance 
can be conducted to the greatest advantage of tho 
Indian taxpayer, or do you think the responsibility 
of deciding the moment at which to buy exchange 
should become the responsibility of the. Bank? I eon- 
aider that the Government, who is responsible to the 
Indian taxpayer for the economical use of money 
raised from the taxpayer, should have the deciding 
voice urt to when remittances Like place, and the 
amount for which they take place from time to time. 
Of course, he would act ill consultation with tho 
Bank, but I think, so far as the decision is eoiieernel, 
in such a ease it should obviously rest with the 
Government, because they are tho Govern men t funds 

0 2 



36 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


n March, 1920.] 


Mr. Ciccir, H. Kisch, C.B. 


[ Continued . 


which arc being remitted; it is tin? taxpayers’ money 
which is being spent, ami they are the Government 
commitments which arc to he met. 1 think all those 
reasons indicate that the decision should lie with the 
Government, though they would clearly he acting 
foolishly, ordinarily, if they neglected to accept the 
advice of their financial experts. 

11,1*7. The question is one as to the moment at 
which the remittance can he made most prudently 
from the point of view of the interests of the Indian 
customer. 'Is that a decision which is liettor made by 
the hanker or hy the customer?- -1 think there are 
other considerations which have to he taken into 
aci^oiiiit. One is the responsibility of the party who 
has the commitments to meet in Lhis country. Those 
commitments are the -Secretary of State’s, and it 
quite conceivable that in tire case where arguments 
might lie evenly balanced he may he unwilling to take 
a risk which povsihly a hanker might wish to take 
purely from a remittance point of view, lie might 
take tlie view that he cannot he left short in these 
conditions and that the money .should he remitted; 
whereas a Bank might. i-:iy : 44 Our view is you may 
he able to do it better later on.” As the commitments 
are the Secretary of State’s ‘that, is, the Govern- 
ment’s I think he must have the final deciding voice 
as to wild her he should take one line or another in 
n situation which admittedly would be obscure. 

11, IS*. But would not the responsibility of the 
Secretary of State he discharged by employing, to 
conduct remittance loudness ami to form decisions ns 
to the moment for the actual transfers, that agent 
who was best qualified to form an opinion on the day- 
to-day policy of remittance?- Normally that might 
he so, hut the Secretary of State would have no 
defence if, owing to his having left tho business in 
the hands of a hanker, the money was not available 
at the time required. The obligation is his, and he 
is responsible for having the money at hand, ff the 
Bank took a particular view, and the view proved to 
lie wrong, and the remittances could not lie made, 
and money had to lie raised in London hy more ex- 
pensive methods, I think the Secretary of State ami 
the Government of India would he very properly 
castigated hy their critics in tho Indian Legislative 
Assembly in a case of that kind. 

11.189. You say. 44 It appeal’s impossible for the 
Secretary of State, who has constitutional and 
statutory responsibilities, to he satisfied with an 
obligation undertaken by a Bank, however eminent, 
to keep him supplied with funds." Why is that so? 
Why should it he impossible, if the Bank has powers 
precisely tho same of supplying the funds as tho 
Secretary of State has always had himself? — The 
reason 1 suggest is that a Bank might take a view 
aud act on it, which might not lx? justified by tho 
■mult. In that case they would have to come to rlio 
Government of India and say, 44 W T o took such-and- 
such a view’ in anticipation of such-ami such a course 
occurring. It has not occurred. W r e are very sorry. 
We do not see our way to laying down this fund now 
to the extent postulated, aud wo recommend therefore 
that, you should initiate steps for obtaining money 
in London hy some other means ojicn to you.” I 
suggest that that is not a possible position for a 
great Government to allow* itself to get into. 

11.190. Tho Bank may make a mistake, hut so may 
tho Secretary of .State?- But his mistake would be on 
the side of caution. 

11.191. ilf a mistake is to be made, in it not very 
much better that the Secretary of State should not 
make the mistake himself, hut that it should he made 
hy the Bank/ The Secretary of State would then ho 
able to sny, 41 I have done my best hy entrusting this 
difficult business to the authority with the greatest 
expert knowledge best qualified to undertuke the 
business”? — I think the answer to that would be 
that the most important consideration is the punctual 
discharge of your obligations, and the taking of 
prudent steps for that purpose. I think what would 
happen would be that people would sny that the 


Bank, in effect, took a view of exchange which find 
produced embarrassment for the Government, and 
the Government’s business is not so much to take 
views on exchange, as to secure that it has the funds 
to meet its obligations. I think a Bank necessarily 
approaches this kind of question from a somewhat 
different point of view from the Government. Let 
me take an analogous case; the position is not 
alisolutely analogous, because we have not got tho 
same sort of conditions in India os in this country. 
The action of the British Government in laying down 
dollars for the purpose of meeting tho American debt 
would be very closely watched and supervised hy tho 
Treasury, and if they considered a moment in- 
opportune they would hnvo the right, if they wished, 
to say to their agents, 44 No, we will not remit at this 
time; u'e will wait till a later date." They know 
when they hnvo to meet the claim, and <£ think the 
party that has to pay the debt is the party to decide 
liow r tho funds are to be acquired in a particular 
centre for the purpose of meeting the debt. 

11.192. Bub to secure that, do you consider that 
more is necessary than the co-operation and close 
relations which must naturally ho expected to exist 
between tho Bank and the Secretary of State? 1 
think the close co-operation is essential, and that it 
would always be forthcoming, hilt I think the re- 
sponsibility ought to be definitely placed on one pair 
of shoulders or the other, and my view is that the 
responsibility for securing remittances from week to 
week, as the case may he, ought to be vested definitely 
in the Secretary of State. He has statutory 
liabilities in this country to tho holders of Indian 
Government debt, wdiich has been raised under the 
authority of Parliament and which securities enjoy 
Trustee status. He is charged with the responsi- 
bilities of the supreme executive in India under the 
present constitution, and so long us those considera- 
tions remain, l consider he would rightly insist in 
having a decisive voice in the matter to which we 
arc referring. 

11.193. Then,, to test that opinion, wo must eon- 
template this possibility — that there is a difference 
of opinion between tho Bank and the Secretary of 
State as to the policy of remittance, and that the 
Secretary of State’s opinion prevails. It turns out 
to he wrong; a mistake has been made. Would it. 
not Ik? very much more awkward for the Secretary 
of State, in the light of public opinion, if it was said 
to him, 41 Why did not you on this occasion accept the 
advice of your expert advisers at the Bank”? 
Would it not he much better that tho Secretary of 
State should lie able to say, 44 A mistake has been 
made by tho highest export in closest touch with the 
business, and that relieves me of blame ”?--! suggest 
that would not lie the case?. Governments habitually 
are blamed, and are used to heing blamed for what- 
ever they do. lie would in any case have secured 
that tin? funds w r ould have boon rendered available 
for meeting his particular commitments. That seems 
to me to l>e a dominant consideration -that tho funds 
should be there where wanted, if he is blamed, it 
is part of the day’s work. These considerations are 
so important that I do not think he could cover 
himself hy sheltering behind the Bank. 

11.194. You would not attach any importance to 
the consideration thut he might be even more blamed 
in taking the responsibility, the result having been 
unfortunate, for not having taken expert advice P— J 
do not think the blame he would encounter in that 
rnso would be more than a fair and proper risk for 
Government to take. I think ho would be capable 
of defending his position absolutely. 

11.195. Passing on to paragraph 5 we come to 
onother aspect. You say, “ There appear to bo 
strong arguments in support of the view that the 
gold standard reserve should he maintained ns a 
separate fund in the hands of Government." That 
rather relates to something which you were saying 
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nt tho beginning of our session to-day. I should like 
to nsk whether you have an opinion to express us to 
whether these arguments shouhl prevail and the gold 
standard reserve should not lie maintained as n 
separate fund in the hands of the Government, or 
whether the arguments oil the other side are the 
stronger ? — My view of that question hinges on the 
character which is to ho assumed by the new central 
hanking authority. In this Memorandum I en- 
deavoured to set forth the length to which T thought 
it was prudent to go in present conditions if the 
Imperial Hank continued in its present character. 
Jf, on tho other hand, a genuine central hanking 
institution, strictly limited in its functions, is 
created, I apprehend that the proper course would he 
to make over the assets of the gold standard reserve 
to that llank for administration. 

11.196. It would clear the ground very much if wo 
know whether it is your opinion that if a true 
central bank were formed the {responsibilities of 
exchange would then heroine tho responsibility of the 
HankP- Yes, hut <1 have all through insisted, and 1 
cannot stress the point too strongly, that I consider 
i» is highly desirable that Government should Ik* 
closely associated with the Bank in these higher 
responsibilities and functions. That is a point which 
Ijcnrs on the question on which you were touching a 
short time ago, of tho contact between the Secretary 
of -State of India in Council ami the Advisory Com- 
mittee of the Bank in London, because it is clear 
that tin 1 exchange side of the business is very largely 
focused in that centre. 

11.197. To have your complete opinion on this 
point, I will put it rather in this way — that if tho 
trim central hank be established, in your view, the 
responsibility of tho maintenance of exchange should 
then bo that of the true central hank, but that 
tho control of tho Government of India over the 
policy of that bank ill regard to exchango should 
lie safeguarded? — Yes. T think it desirous that it 
should bo safeguarded both in India and in this 
country. 

11.198. Supposing a true central hank were estab- 
lished, and the gold standard reserve is passed over 
to that Rank, together with tho responsibility of 
the maintenance of exchange. Is it yonr opinion 
that the paper currency reservo and the gold 
standard reserve should be amalgamated ? — In tho 
first instance I should like to express the view that 
if the assets of the gold standard reserve are made 
over to the administration of a now central bank, 
tho rosorvo should he brought under statutory 
management. I do not think it would bo suitable 
to hand over what is in effect a largo trust 
fund without statutory provision. I think that would 
he contrary to accepted ideas and sound practice. 
When it comes to amalgamation, I am brought up 
against certain difficulties which I think want, dis- 
cussion. Take ono case. It is obvious that custom, 
as regards note reserve's, postulates a balanco sheet 
--assets on one side and liabilities on tho other side. 
If I am asked whether I desiderate amalgamation 
of the reserves, I must, with your permission, ask 
how you make up your balanco sheet. You have 
added 5.1 (Toros (I take tho figure with which we 
are familiar) of assets on ono side. I would nsk 
enlightenment as to how you propose to balance 
the account on tho other. 

11.199. As a basis for discussion I think wo might 
most usefully take tho schemo developed in ono ot 
the Finance Departments Memoranda, in which the 
assets of the two reserves are pooled and there is 
brought in a fresh liability, which is fixed summarily 
at 60 crores, in respect of the contractibility of the 
silver rupee circulation? — That seems to me to be 
open to certain criticisms which I would like to 
develop. The first criticism is that the balancing 
figure on the liability side is purely arbitrary and 
obviously fictitious, because it does not boar any 
precise relation to tho actual rupees outstanding 


or tho liability there may he oil account of them. 
It is simply an invented figure to produce an 
arithmetical total. 

1 1 , 2 (H). I confine myself to the figures arrived at 
as the best estimate that could bo made of tho 
maximum extent to which it is practically possible 
to consider that the silver rupee circulation might 
bo contracted? ^Wliicli happens, incidentally, to bo 
the identical* figure at which the assets in the 
reserves are held to-day, and which is going into the 
asset side, we are assuming, as an additional asset. 
The assets in the reserve to-day are 5.1 crores, and 
the figure that is now proposed 

11.201. What assets?- The assets held in the gold 
standard reserve to-day are 5.1 crores, and what is 
proposed is merely to* put oil to the other side of 
the ledger nil item of the same amount. It seems 
to mo that is a misleading and artificial way of 
dealing with tho thing. The figure is admittedly 
conjectural and hears no relation to tho actual 
rupees outstanding, hut is the opinion of iiidividauls 
as to what might or might not bo tho maximum 
possible return under certain conditions. I think 
it is object ionahle, because the Note liability is a 
known quantity. You have at tlu* present moment 
a known liability in respect of your Note, and you 
have on the assets’ side known assets against a known 
liability. The suggestion now is that a single account 
should he produced in which one known asset should 
he nddod to another known asset, and that a known- 
liability in respect of tho Note on the other Ride 
should he added to a hypothetical liability on the 
other which is merely adopted for balancing 
purposes. I think that is an artificial and mis- 
leading method of representing the position, and I 
think it is undesirable, because it is important 
that the Note account should be a genuine calcu- 
lation. It does not appear Lo me to offer any 
particular advantage. 

11.202. Will you tell ine whether you are criticising 
the figure of 50 crores, or whether you are criticising 
the basis of the new constitution; in other words, 
whether you agree or not that what has to ho done 
when you are reconstituting the reserves on this basis 
is to bring in as a liability upon tho other side some 
estimate of what the contractibility of tho silver 
rupee circulation is ? — l am going to suggest at a 
lat-er stage that there is no practical advantage in 
hringing in this hypothetical liability. It is quite 
arbitrary. It adds nothing to the practical benefit 
of the scheme. What is really a matter of con- 
sequence is you have 50 crores or 5.1 crores, as the 
ease may be, of real solid assets which may be used 
for the purpose of contraction. Whether you choose 
to put. in a balancing figure against that or not 
does not in any way strengthen your position and 
seems to he a matter of no particular consequence. 

I think it is desirable that tho Note issue account 
shouhl he kept as a Note issue account which in 
whnt it is, and which is familiar in all othor 
countries. We have to recognise the fact that the 
position of India in this matter is different from that 
of most other countries in so far as it has a Note 
issue and also the unlimited legal tender silver rupee. 
Therefore it is desirable in the ease of India to keep, 
so far as you can, on lines which are familiar 
elsewhere, namely, of keeping paper currency 
accounts as paper currency accounts, and not mixing 
them up with other things. 1 have :i further point 
to mention on this matter. 

11 , 201 . Il is said that the true status of the silver 
rupee is that of a Note printed on silver. If that be 
so, is there any reason for dealing with it, in t-lm 
reconstitution of the reserve, in. a different mannor 
from the paper Note? -Tho silver rupee is not ex- 
actly in that position. It is a rough analogy which 
covers part of the ground. The silver rupee is bha 
recognised method, of meeting the conversion of tho 
Note into a metallic legal tender, ami to that extent 
the silver rupee is not exactly in the position of 
another Note. Ae I said in answer to a question by 
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Sir Reginald Mant the other day, it is a unit with 
certain qualities of it*i own, and it is not exactly in 
iln> position of a paper Note. If it was so, the point 
to which importance has been attnch«xl in the past— 
that the paper Note should Ik? convertible into it, 
would ho relatively insignificant; whorens we know 
it has banned very largely in the currency develop- 
ment of India. That is only another reason whi»*h 
hears out the view that the silver rupee and the Note 
have differences, and it also brings out the point of 
view that the currency Note reserve, though 
admittedly it can he and is rightly used in connection 
with the maintenance of the external exchange, also 
serves iho purpose of providing '.for the internal con- 
vertibility of the rupee Notes into coin. The gold 
standard reserve has never been concerned w'it-h tho 
internal convertibility of the Note, and to that ex- 
tent tho two reserves, though their functions overlap, 
have not. iiideuticul functions. 

11,2(M. Lot me u.sk you, then, on tho assumption 
Unit the true central hank is founded, and the gold 
standard reserve is transferred to the true central 
hank, what would he your own proposals as to the 
basis of the cousLitiil ion of the new reserves and their 
relation to the circulation P — May T say one thing 
before 1 answer that question. AnotlioT point 
against the formal amalgamation of tho two reserves 
is worth men t ion i tig I think. It i« contemplated that 
the Note should become the bank's liability— that it 
should he a Note issued by iho hank and bearing the 
signature of the responsible officer of the bank. There 
cannot lie any question that the reserve attaching 
to the Note issue must be the bank’s reserve, and 
managed by them entirely; but another reason 
against the formal amalgamation of the two reserves 
by means of hypothetical arithmetic lies in the fact 
that there cannot be any question of turning the 
rupee into the hank’s rupee, and 1 see strong 
objections in principle to treating the rupee in sub- 
stance ns though it were the hank's rupee, which is 
in effect done if you put a hypothetical figure for 
rupees and add it to the figure for Notes, and publish 
one ixmsolidatcd statement. Tho rupee is the rupee 
that has been issued by the Government and which 
1 h*hik the King’s head. In so far as there is any 
liability attaching to the rupee, that liability is not 
altogether the same in regard to the party which lias 
to discharge it as the liability attaching to a Note 
issued by a particular institution and hearing the 
signature of its responsible officials. That brings me 
to the point that there is no particular reason or 
advantage lo lie derived from any attempt at formal 
amalgamation in llie souse of pixxlucing a balance 
sheet with identical totals on either side. I have said 
that I consider the gold standard reserve should, in 
the event of then' being a genuine central bank, be 
banded over to the hank for administration ; hut 1 
suggest there is nothing ill theory or principle 
against the view that the gold standard reservo should 
he held and exhibited as a separate reserve. I nee 
no advantage, as I say, in formal amalgamation in 
the sense that we have been discussing it, involving 
as I say, the introduction of hypothetical figures and 
mixing things which are nob in • pan materia, 

11.205. To put my last question in another form il 
that 1m? so if it lx? held that the central hank has 
an imkqx ndeut reserve — what arrangement do you 
.snggojsfc to secure the automatic contractibility of iho 
Indian currency, when tin? gold standard reserve is 
being used?* 1 suggest in such a case that tho 
statutory provision laid down should contain rules 
which should have that effect. Either they would lie 
formally embodied in a statute, or the statute would 
authorise tho Govern men t to make such rules as are 
doomed proper, and one of the rules made should 
provide for this. There are various ways in. which 
the thing could be done. 

11.206. Cun yon give iw nny idea of the mechanism 
which could bo adopted for that purpose in the 
statute P Without attempting the draughtsmanship, 
I think you would have to provide that when sterling 
or gold assets were withdrawn from the reserve there 


should he a corresponding lock-up of local currency 
iu India, and you would provide that the Auditor- 
General, who is tho responsible official, should be 
charged with the duty of seeing that that was done 
ami animadverting on it if it was not done. Bonio 
arrangement of that sort would be required 1 think. 
In these particular cases wo should contemplate that 
tho currency which would be locked up would bo 
rupee currency, and I do not think there would, bo 
any difficulty iu providing that Homo authority 
should be resimnsiblc for certifying that the rules 
made by tho Indian Legislature in regard to this 
mutter were being duly enforced. 1 suggest in the 
case of India that the certificate would bo tlmt of the 
Auditor-General. 

11,2(17. So thub the basic provision us regards the 
embodiment of tho gold standard reserve would be to 
secure the withdrawal from circulation of any cur- 
rency received in India in respect of which the assets 
of the gold standard reserve wero released elsewhere? 

Certainly ; that is how 1 should see it. 

11,20N. And that would he ill operation Con- 
currently with more normal provisions as regards tho 
basis of the fiduciary portion of tho paper currency 
reserve?-- Yes. 

11,2011. Do you seo any difficulty in the concurrent 
operation of the two methods? — No. 

1L,21(1. iu controlling the convenient and elastic 
working of the currency system? - No. I see no 
difficulty in the two existing. No doubt the normal 
practice would he for the pujH*r currency reservo as it 
is to be utilised in the first instance; but actually the 
utilisation of either reserve involves, in one ease, t\iu 
lucking up of rupees, and, in tho other case, tho 
destruction of Notes, so affecting contraction. 1 do 
not see any reason for apprehending there will bo any 
difficulty whatever about it. 

11.211. Are you contemplating that the assets ol 
tho gold standard reserve will he released against 
silver rupees? -When first drafts are sold you may 
probably get u rettux of rupees to the lmnk. Those 
rupees if the gold standard reserve wus being em- 
ployed will presumably lie set aside iu a vault in 
India to tho credit of the gold standard resorve in 
India. On the other hand they could be utilised iu 
the paper currency reserve to take tho place of 
sterling assets withdrawn, and to that extent the 
circulation in India would have been reduced. 
Rupees would have been taken off tho market in 
either case. 1 think there would be certain awkward- 
ness iu 'India in holding Govern incut notes in the 
gold standard reserve iu that country. I do not 
think it would be easily intelligible to public opinion. 
Of course that also is a method of reducing the 
market supply of cash. 1 think it more natural in u 
case of that sort that the reserve should be held in 
tho form of silver rupees, though we should recognise 
that tho form of holding was merely temporary, and 
when tho trend of trade set in the opposite direction 
those rupees would again bo converted under our 
exchange system into gold assets. Wo are trying 
hero to dovisc a system which is easily intelligible 
and simple. 

11.212. With regard to intelligibility and simplicity, 
would there not bo a good deal to be said for a 
single reserve working upon the ’ well recognised 
mechanism upon which reserves are worked in other 
systems? — 1 think you have to have regard to the 
subject matter with which you are dealing. If you 
are dealing with a somewhat unusual subject matter 
you caunot expect to produce precisely the Bame 
exhibition of your transactions os that with which 
we are conversant in other countries where the 
subject mutter is rather different. Though I regard 
simplicity and intelligibility as good things, I think 
you must not use them to obscure essential factors, 
and 1 think it w'ould be a contradiction of simplicity 
if you have to manufacture an account— practically 
speaking you may say if you have to fake an account 
—because the introduction of any hypothetical 
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figure, a purely balancing figure, oun only bo 
characterised as something of a fake. 

11.213. In the maintenance of two reserves does 
it not appear that there are two different purposes 
to l>e served? Is nut the truer aspect of the currency 
problem of India, or may it not be said that the 
truer aspect is, that there is only one purpose to be 
served? — It is impossible to distinguish in fact 
lwtween the purpose of securing the convertibility 
of the note and the purpose of maintaining the ex- 
change, and that has been illustrated in the past by 
the impossibility of maintaining distinct the functions 
of tho paper currency reserve and gold standard 
reserve. Tho paper currency reserve has had to he 
used for currency and exchange, and tho gold 
standard reserve for maintaining tho convertibility 
of tho note? Into foreign exchange. 

11.214. Yes, into foreign exchange? — -Hut there is 
tho further factor of the convertibility of the note 
into internal metallic currency which gives an 
additional and a special character to the paper 
currency reserves. So long as the ru))oe is unlimited 
legal tender — and this note contemplates the main- 
taining of that situation - tho possibility of your 
having to give metallic coin in exchange for paper 
for internal purposes is still a consideration of im- 
portance. And to that extent the functions of the 
two reserves are not identical. 

11.215. Would it make any difference to your view, 
supposing the convertibility of the note Into silver 
rupees were not maintained? — T still see objections 
to manufacturing a balance sheet, and 1 do not see 
the real advantage. We cannot of course take com- 
mercial concerns as presenting an analogy, lmt one 
is familiar with accounts of big corporations which 
have a general reserve fund and a special reserve 
fund. They maintain various reserve funds, though 
they all no doubt in the end are intended to support 
l lie stability of the concern in question. I do not 
sen any serious objection to having the usual note 
issue account with which one is familiar in all 
countries, and with which India has been familiar 
ever since they have had notes, and the maintenance 
of a special reserve a gold standard reserve, or 
whatever other name you like to call it by — as a 
separate entity. 

11.216. Your fundamental problem must he, as in 
all such cases, tp provide a reserve against the ixxssihlo 
con tract ibility of your currency. Could it be said 
that you are manufacturing a balance sheet when you 
make an effort to estimate the con tract ibility, oven 
though your estimate is admittedly based as to its 
figures upon no scientific or statistical calculation? — 
Widl, if <mn was asked whether that is tho real 
genesis of tho figure 1 should feel much doubt in 
accepting the view' that it has been arrived at in that 
way. 

31.217. 1 understand your difficulty as to the figure 
of 6() crores. Supposing it is some totally different 
figure; supposing you arrive at the figure of 30 crores 
or 90 crores as tho best estimate that may he made 
of the contractihility of tho rupee circulation, is not 
that an effort to do what you must scientifically do 
when trying to institute a reserve, and is not that 
liable to the criticism of manufacturing an artificial 
calculation? And yet it is at any rate an attempt 
to base the now constitution upon what must bo its 
true basis? — Yes, it would bo a figure arrived ut 
after consideration of the possible maximum con- 
iractibility of the rupee, with tho addition of some 
definite figure as tli© margin for safety, T take it. 
That woruld bo tho basis on which you would bold tho 
reserve, but you would then have to consider tho 
question of increasing its size or not as the issues of 
rupees extended. I think you might find yourself 
even brought up against some difficulties there, 
because it is arguable whether, when the reserve has 
got to a certain point, and whether when very large 
sterling assets are available for contractihility in 
another reserve, you are not altogether going beyond 
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tho requirements in adding to it in any particular 
way. And yet if you try to keep a balance sheet you 
at once invite questions as to whet her your balance 
sheet which is suitable to-day is suitable to-morrow. 

1 do not honestly mjo that there is any practical 
advantage to he gained, and on the other hand I 
do not sec that there is any real disadvantage to a 
(ioYcrnmciit or Hank if in addition to showing a 
paper currency reserve of great strength it is also in 
tho happy position of being able to exhibit that it 
IMmscmrs another reserve also of great strength. I 
think all that tends to produce confidence in the 
currency. 1 know that in countries where there is 
only a note issue to bo looked alter, or thought about, 
tho idea would not bo in accordance with neceptrd 
practice and tradition, hut in countries which have 
gone in for u gold standard without a gold circula- 
tion and with an unlimited legal tender silver circula- 
tion the possession of a second reserve* and its ex- 
hibition as a second reserve Inis been regarded as 
quite the right thing. I think in tin? ease of India 
we nro very largely breaking new ground, ami one 
must not expect to find that the exhibition of an 
account which is suitable in the case of different, 
countries would necessarily apply without any altera- 
tion to the case of India. With reference to tin* 
rupee reserve you will understand that the argument: 
in favour of maintaining the reserve M'parate fits in 
with the viuw which I have put, that tin* position of 
the rupee with tho King's head and as a (Jovernmcnt 
coin, is not on all-fours with the banknote issued by 
the hank. 

11,21H. As regards a good deal of what, follows in 
your Memorandum \ think J can deal with it shortly, 
lKVau.se wo understand that it applies only to the con- 
tinuance of these present dual functions, ami pm 
have simplified it a good deal by saying you would not 
consider it as a matter of policy t<» maintain tin* 
differentiation of function as regards the internal 
currency and the maintenance of exchange between 
the Government and the Hank if the Hank were a 
true (Ynlral Hank. In paragraph 3, sub-paragraph 
(If), you say: “The proposals Mr. Denning makes 
for the constitution of the Paper Currency Reserve 
are coloured by the idea of sli mu la ting the use of gold 
in Tmlia. Hut the holding of unnecessary gold is 
costly, and surrenders a large part of the advantage 
that Tmlia is in a position to derive from the close 
association of her currency and finance with sterling 
now that the Hritislui) is again on a gold bads.” Has 
that any hearing upon your opinion as to tin 1 
desirability of tho circulation of gold coin as a part of 
a gold exchange standard system? No, I do not think 
it has any particular hearing on that. My idea there 
was that if the stimulation of gold circulation i:i 
India was not approval then it was open to India 1 > 
take advantage of the fact that by holding a sub- 
stantial portion of her currency reserve in the form 
of gold exchange securities she would benefit sub- 
stantially in point, of view of the ciist of providing 
a thoroughly efficient currency system. 

11.219. I understand from other parts of your 
Memorandum that you are not of opinion that und *r 
the gold exchange standard system it would he possible 
to hold no gold ut all in tho reserve? I do not think 
that would ho a desirable thing to do for reasons 
which I have suggested. Hilt of course I do think 
that if gold is held it must ho recognised that the gold 
is held for use if circumstances require. I do not 
support the idea of just holding gold, and I think 
olio should accept the view that gold held must he 
available for export if it is considered it is in the 
country’s interests that it should Is? used to meet 
the demand for foreign exchange. 1 think we have 
to reeogniso that every portion of the Indian currency 
system must have its use. If the idea is abroad Umt 
the gold under no circumstances could bo allowed to 
leave the country, T should take a different view of 
the subject of the lidding of gold by India. 

11.220. What is tho object of having a gold holding 
under nti exchange standard system? What purposes 
is it to servo ? — Pro tanto it gives you a certain 
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amount of independence. If, us has Ikcmi suggested, 
wo have still to contemplate the conceivable chance 
of .sterling becoming divorced from gold, the position 
of gold pro tanto gives you a certain insurance 
against, that risk. 

11.221. I suppose when the time comes at which 
you have to make large iim? of the reserve it servos 
as a buffer between immediate necessity ami the 
security market?' — Certainly. In tho ease of 
emergency it might he extremely useful for India to 
have a certain amount of gold. The question for 
judgment is as to what amount of gold she should 
hold. Also I recognise the view . that gold is 
habitually held to a curtain extent by Central Hanks, 
and that general coneeption would fit in with the 
utility and availability of gold for the kind if 
purposes which you, Sir, have just mentioned. 

11.222. Another important question arises in 
paragraph 4. You there say ’.--“The silver 
holding is higher than is necessary, and it is 
worth considering whether steps should Ik* taken to 
reduce it somewhat by gradual sales.” After' 
glancing at that, possibility you deal with tho matter 
further in the next sub-paragraph, where you say 
that nit i mutely no doubt silver will have to lie re- 
purchased, and you come to tho conclusion that on the 
whole it may he doubted whether there is sufficient 
advantage in reducing tho Government's holding by 
sales, and whether it will not 1 m» preferable to allow 
the present surplus to be reduced automatically by 
natural absorption. Do you consider that there will 
he such a natural absorption of the surplus holding 
ot silver ns will lend to its reduction within a foresee- 
able future? Yes, assuming favourable seasons in 
India. If you would have the kindness to turn to 
the Note on the promotion of a gold currency 
in India, there are some figures which may bo of 
interest showing what lias happened since the noth 
September and the 22nd January. In the footnote 
you will sc*> that the holding of 00 crores has been 
reduced to N2 crores. Of course I cannot say bow 
much of that will represent permanent absorption, 
or iliow much may return when tho season is over, 
but tho experience of Indian conditions over a long 
period indicates that there is a steady and progressive 
absorption of silver which in tho past has on occasions 
lead to the necessity of coinage on a larger scale. T am 
r- peaking now not or the abnormal period of tho War, 
but of periods Indore the War with which all those 
who have had to deal with I ndimi. finance are quito 
iainiliar, when there has had t« ho fresh coinage on 
n substantial scale. I see no reason to doubt that, 
given time, the surplus will disappear. 

.11,22*1. Nevertheless we have to contemplate all 
possibilities, and tho system should no doubt Ik* one 
which is proof against all possibilities. Supposing 
as a result ol a series of had seasons there was to lie 
no such absorption possible, and even, on the con- 
trary, that there wns to he a return of rupees, bo that 
tho surplus held were to increase, how would you 
then propose to deal with the surplus? -The only way 
to deal with the .surplus in such a case would be 
gradual sale. The amount, to be sold of course would 
have to he carefully limited with reference to tho 
possibility of getting rid of it with as little loss and 
disturbance to the silver murket, as was poetdhlo. 
And you would have to frame a view. You can only 
take estimates as to what your programme of Bales 
would bo, and when the time would he arriving when 
you might have to rep lire hast*. You would have to 
make some calculations to give you somo idea a b to 
whether or not the operation is likely to bo a paying 
proposition. In Appendix 111 of this Memorandum 
I got out some figures showing the hypothetical 
result of sales of moderate amounts of silver which 
show the speculative character of that kind of opera- 
tion, if yon are dealing with a country where repur- 
chase is a moral certainty at some time or other. 
Our exjierience has always been that purchases of 
silver for India are made on a rising market and I 
do not suppose anybody would wish to question the 
fact thut any substantial sales of silver would pro- 


bably be on a falling market. You have to haves a 
very substantial -assurance of being able to purchase 
back at more or less the price at which you sold, 
before the interest gained in tho interval will make 
up for the lass, us you sec from those figures which 
do not show very large differences between buying 
and .selling prices. 

11,224. 1 understand it is your proposal that tho 
sales would be financed from the gold standard 
reserve. In other words, the loss would fall upon ilio 
gold standard -reserve?- I think that is consistent 
with the principles on which the gold standard 
reserve lms been built up. Actually, of course, lmw 
you finance it as between the two reserves is more nil 
accountancy question than one of real consequence, 
because tile real assets that are held ill the two 
reserves remain the same in total. It is only a 
question of their distribution. 

11,22.“). In paragraph 4, sub-paragraph (2), you 
raise the question of the adjustment of accounts 
between the Hank and the Government. At any 
rate that is a convenient point at which to introduce 
the question, I think. You say: 11 ft. seems n 
question whether it would not bo desirable to give 
the Hank a small share in the profits of the note 
issue in order that they might have some interest in 
avoiding an excessive holding of metal that is 
silver metal? -Or gold metal, I suppose. 

11,220. “ Possibly hv allowing a small jKM’centago 

the yield on the sterling investments beyond tho 
initial figure \ I should like to ask this general 
question. What would you look upon as the most 
convenient method lor the adjustment of the ms am ills 
between the Hank and the Government in regard to 
the contemplated monopoly of the note issue, thy 
holding of Government deposits, and oilier services 
rendered by the Hank to the Government, and tho 
advantages derived hv the Hank from its relations 
with the Government?— I should he inclinisl to think 
that, shaking generally, it was undesirable to have 
to dent with that quest ion item by item, and Milt 
practical convenience would probably Ik* found to *ie 
upon the side ol the Government, taking either tho 
whole or^ the major portion of tho profits beyond a 
certain figure after allowing for due allocation to 
reserve. 

11.227. 'i hat is, tho general profits of tho Hank? 

1 am inclined to think that would he the best wa.v. 

1 know when the Indian Departmental Memoranda 
were prepared they laid stress on the view that tho 
note issue profits should ho appropriated to tho 
Government. If you adopt that as a basic principle 
you at once have to deal with tho question of 
i eniiinerati ng the Hank for each service, and you 
would not ho aide in that ease, 1 take it, so con- 
\ oiiiently to appropriate the hulk of the profits as 
you would if you brought the profits of the note 
issue into the general account of the Hank. 

11.228. It Jms also heeti put to us that any 
arrangement by which the Government was to take 
any part of tlm profits in the note issue would 
in volvo some control by tho Government of tho 
expenses of the Note issue department, which would 
have its practical disadvantages. Do you attach any 
weight to that consideration? — 1 think if you make 
over the note issue to the Hank and you have a 
Central Hank established, you must reasonably givo 
them independence in dealing with a question of that 
sort. T have no doubt that the Indian Departmental 
views on this question might have been different if 
when they ’wrote those Memoranda they had en- 
visaged the question of the creation of a truo 
Central Hank. 

11.229. To summarise that, I understand that from 
the point of view of the advantages of simplicity 
ami smooth working you are inclined to favour the 
method of the Government taking a share of the 
general profits of the Bank rather than any special 
calculations of their profits on the note issue P— Yes, 
due allocations being provided for hank reserves. I 
suppose in a case of that kind somo limitation would 
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Iiuvu to bo fixed us to thu Hotting asides of profits 
towards tin* bank reserve from your to your. 

11.210. In paragraph 5 you say: — “ It is obvious 
that this control of tins Note issue in v *>1 vos the grant 
of permission to the authority controlling it to trans- 
fer funds freely between India and Jjondon, and there 
, st * 1 * ms no reason in that ease for restricting the 
operations to one centre.’’ I understand you to 
mean that, the Central Ihink for tho conduct of its 
business must bo frees to deal in exchange for that 
purpose? — Certainly, either in India or in Ijondon as 
circumstances may suggest to he expedient. I only 
really put that point in, as you will see, because it 
appeared that the actual wording of the Indian 
Departmental Memoranda imposed :i limitation 
which was really superfluous by introducing the words 
“ in India,” because these operations can obviously 
be effected on either side. 

11.211. I think that is dealt with more at length 
in your next Memorandum, is it not?--That may 
he so. 

J 1,212. I suppose that any possible difficulty in 
peculiar India conditions in maintaining the 
[unctions of tho Hank in this respect might bo 
removed were the Hank to lie a true reserve bank 
such as cont-einplntml and not at the same time eiigng- 
ing in commercial business?- -Yes, I think that is so. 
No doubt the terms on which tho hank was consti- 
tuted would prescribe that their exchange operations 
should rather be with banks than with tho public. 

11,211. Tin* exchange operations of the true reserve 
hank? — That they would buy sterling from tho 
exchange hanks and sell sterling to the exchange 
hanks, and the (Vntral Hank itself would not deal 
with individuals. As 1 understand, it was to be a 
banker’s bank. It would rediscount sterling bills, 
but l take it that its operations would not be 
between itself and private individuals, but. with the 
banks. 

11,214. Do you suggest any limitations in that 
regard which do not apply, for instance, to the 
proceedings of the Hank of England ns regards 
exchange operations with a foreign country? I think 
tho Hank of England is in rather an exceptional 
position. I do not know how far the Hank of 
England on its own account, deals in foreign cur- 
rencies. No doubt it is buying dollars on behalf 
of the Government- or through agents on behalf of 
the Hrilish Government. I do not know how far the 
Hank of England holds lulls expressed in foreign 
curreney on its own account. 1 should he very glad 
to know if you would enlighten mo on that point. 

1 1 ,i>:v>. That is rather a question of evidence from 
those who are in direct contact with exchange 
business, and can speak on behalf of the Central 
Hanks as to what, if any, limitations were possible 
consistent with tho conduct by the Central Hank of 
this essential business?- -My only point really 
was that these exchange operations should mainly he 
with other hanks selling sterling or buying sterling 
to and from them, and rediscounting hills, hut it 
should not itself deal with individual members of 
the public or individual institutions. 

11,2.10. Tn other words, that it should not conduct 
tho general business of an exchange bank; that it 
should only conduct exehango business for the dis- 
charge of the functions of a Central Hank? — That 
is a broad conception that I think ought to be laid 
down in the Statute or Charter governing this hank. 

11,2.17. With regard to paragraph 7, l am 
not quite sure of the purpose of your very useful 
information contained in that paragraph?- 1 thought 
it would he of interest to the Commission to have a 
brief .statement — it is not intended to be n full state- 
ment — of our relations with the Hank of England in 
rase tho question came up at all in connection with 
any proposed extension of the functions cf the 
Imperial Hank or the new Central Hank. I put these 
points down mainly as headings, so that if any 
Member of the Coni mission wished for elucidation of 
them I could give it to the best of my ability. 


11,21H. For instance, you say: “Under 01 an ho 
2.1 (2) of the Government of India Act, such parts 
of the revenues of India as are remitted to the 
United Kingdom, and all money accruing in tbc 
United Kingdom for the purpose* of the Government 
of India, have to lie paid into an account at the hank 
of England." That seems to suggest that the con- 
stitution of a true Central Hank in India conducting 
I lie characteristic business of such, with a branch 
in London, might need some adjustment under that 
Statute? — Well, bow far is that necessary? For 
example, do tbc Central Hanks of European countries 
have brain-lies in London, el* do they as in the case 
of the Federal Reserve Hank in New York, employ 
sonic other bank ns agent in London? I do not sec 
anything inconsistent with the position that tho 
Secretary of State’s account should continue (o lie 
held at the Hank of England. At the present 
moment, as I say, the position is this. No doubt 
the purpose of this Clause was in effect that it. was 
intended to place the account of the Secretary of 
State at the Hank of England, and there it ha:; 
remained as regards his own account. There does 
not seem anything inconsistent with the practice of 
the Central Hank that when funds are remitted to 
a foreign centre they should be held at any hank 
in that foreign centre that may lie deemed expedient. 

11,211). Do you see advantage or disadvantage in 
the continuance of these relations with the Hank of 
England?- L see great advantage in maintaining 
these relations with the Hank of England. The Hank 
of England has served India extremely well in the 
past, and its unique character has enabled it lo do 
things tor India which no other bank in this 
country could have done, I think. I consider it- is 
a great thing that the account of the Secretary of 
State for India should he at the great Ccniral liank 
of this country which holds the account of the Hrilish 
Government. | do not think that any hank in this 
country could have done some of the tilings for India 
which the Hank of England lias done. 

11.240. Then in the next paragraph yon say: “ Tho 
Secretary of Slate has entered into agreements with 
the Hank of England, (u) in respect of his balance 
and the printing of currency notes, the agreement 
not expiring until 1121.” That indicates that if any 
alteration in the note issue were contemplated before 
1121 which would involve a different form of note 
or a note of different status, it might involve adjust- 
ment of that agreement with the Hank of England? 
-It would probably involve some adjust men t of the 
agreement with the Hank of England, but owing to 
circumstances that have arisen [ do not think the 
adjustment would create very much difficulty. The 
Hank of England would, I apprehend, he ready to 
meet us in that matter. Actually, of course, the 
production of dies and all the rest of it takes a good 
deal of time, and the Government of India aro 
contemplating the mainifaetiire of their own notes 
in India, and suggestions have been made with regard 
to taking oxer machinery and so forth which the 
Hank has been using, I do not. think there would bo 
any particular difficulty as regards the Hank in 
regard to these matters, though if there was it is 
obviously not a matter of very great consequence. 
One could not give up an agreement of tins if the 
Hank attached importance Lo its maintenance. After 
all, they have put up a certain amount of capital 
in providing the plant required for these notes and 
so on, ami if tho agreement was terminated in a way 
which inflicted loss on them, suitable adjustment 
would have to he made. Hilt there are circumstances 
which lead me to think that no particular difficulty 
need ho apprehended as regards the notes. 01‘ course 
it is quite a different thing from the custody of the 
Secretary of State’s balance. The printing and pro- 
duction of notes for a third party is not really 
primarily a banking duty. It is more like a com- 
mercial operation. 

11.241. ( Sir Reginald Mnnt .) I should like to tako 
you hack for a moment to the question of tho division 
of responsibilities between the Hunk and tho Secre* 
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tury of State. You -have explained to the Chairman 
that you thought it necessary for the Secretary of 
State to retain custody of tho gold standard reserve 
if tho note issue were made over to the Imperial 
Hank ? — That is to say, if the present character of 
the Imperial Hank is maintained. 

11,242. I gather from your subsequent evidence 
that you do not consider that division of responsi- 
bilities desirable. You quoted the authority of Mr. 
Keynes’ Annexe to the Report of the Chamberlain 
Commission. In the footnote on page 79 of that 
Report Mr. Keynes said: “The propriety of this 
might he brought out further by showing that in a 
future crisis the convertibility of tho note issue and 
the support of exchange may not always prove to 
bo entirely distinct problems.” So that evidently 
ho had some doubts as to division of responsibility, 
and I gather front your subsequent evidence that 
you do not consider it desirable? — I do not consider 
it desirable to have a divided responsibility, but 1 
hop© l have made it clear that I consider in a sense 
that there should be a shared responsibility through 
tho presence of Government nominated directors, and 
through the close contact established between tho 
Government through some high financial officer with 
i lie Hank. 

11/243. What I want to be clear about is whether 
I am correct in inferring from your evidence that 
tho undesirability of dividing responsibility is an 
argument against transferring the note issue to the 
Imperial Hank as at present constituted?— That 
would l»e an argument against it if things remained 
as at present. 

11,21-1. Now I turn to the question of amalga- 
mating or keeping separate the two reserves. Would 
1 bo correct in describing your position as follows? 
Wo have to providu against two liabilities, (1) the 
internal convertibility of the note issue, (2) the ex- 
ternal convertibility of both the currency note and 
tho rujice. The paper currency reserve is designed 
to meet the first liability, but it is also used, and 
rightly used, to meet the second in some degree; 
whereas the gold standurd reserve is designed and 
used only for meeting the second liability. Would 
that correctly descrilw your view?- -Yes, I think that 
is a correct statement of the position. Certainly the 
origin of the currency note reserve primarily had 
reference to securing the internal convertibility of 
the note, hut the development of the Indian currency 
system has shown that it can be properly used for 
tho purpose of maintaining the external value of 
Indian currency. 

11 ,2 IH. If you made over both reserves to tho 
Hank, hut kept them, as at present, as separate 
reserves, on which reserve would the liability for 
securing external convertibility rest in the first 
instance? Would you first apply tho currency 
reserve to meeting the demands for external exchange 
and only fall back on the gold standard reservo 
when tho sterling resources of the currency reserve 
were exhausted? — T think that is the way 1 should 
look at it, speaking generally. I should roly on tho 
contraction effected through the currency note re- 
serve as being the appropriate method of dealing 
with the question of a redundancy of local currency. 

11,246. The gold standard reserve would remain 
intact as long ns there were sterling resources in the 
currency reserve? — H madly >q>oaking I think thnt is 
so. I do not know whether if you had a prolonged 
strain on tho resources the question would in any 
way conic up of utilising the one or the other. As 
far as I can see at present it would not have any 
particular significance in that sort of situation as to 
which reserve you worked with, or whether you 
divided it lietwcen the two. In either case you would 
be capable of effecting tho desiderated contraction, 
and in either case your aggregate gold assets would 
remain the same. 

b 11,247. It occurred to me that it might have 
significance in case of a prolonged strain on the 
sterling resources. I take it you would impose a 


legal obligation on tho Hank to maintain the gold 
standard reserve intact in the sense that the totul 
value or rupees or sterling resources in the reserve 
should not he diminished? — Yes, I should embody 
that in the statutory provisions governing the 
reserve. 

11,218. It is conceivable that if the Hank were at 
liberty to draw on the gold standard reserve it might 
in tho course of time become full of riipuw2’-~Ycs l 
pro tan to mincing the amount of rupees thnt might 
otherwise have been in the currency note reserve. 

11,249. in the course of time it might lie necessary 
to get rid of those rupees and sell them off? — That is 
so. 

11,260. In Lhat ease I presume you would make 
provisions for reducing the amount of the reserve to 
the extent of the loss oil the sales of rupees? -- Yes. 

I think in a case of that kind you would have to 
seek the powers from the Legislature for the 
operation. I think that is a matter of sufficient 
importance in the circumstances with which wo have 
to deal in India to involve .some reference to tho 
Legislature. An actual diminution of the size of the 
reserve would lie involved. 

11.251. You would leave that to he provided for us 
tho occasion arose? — -1 think L ought to leave that 
to be provided for if tin* occasion arose. I suggest 
that the present redundancy of rupees is probably 
not sufficiently great as to warrant a sale at the 
moment. There is a certain amount of information 
in the India Departmental Memoranda showing that 
the authors of thme Memoranda themselves have 
some doubts on tho point. 1 do not think I should 
make provision at this juncture for the sale of silver. 

11.252. In connection with that point J would 
draw your attention to what yon say in paragraph 4, 
sub-paragraph 2, namely that the metallic holding of 
50 crores should he fixed as the normal maximum of 
silver rupees. Hut in your Appendix III, in which 
you consider the effect of selling off silver, it seems to 
me that' you treat the 60 crores as the minimum, be- 
cause in the table which you give you suggest coining 
rui>ecK as scum us the holding falls below 60 crores?— -1 
took that figure on the ground that it appears to he 
regarded as not an extravagant figure lo contem- 
plate in present circumstances, and I thought that 
if wo could see a reasonable likelihood of such a 
figure .being reached in a comparatively short time 
ono might regard that ns perhaps the basis on which 
to form a view* as to whether the sale of silver w r ould 
or would not ho expedient. 

11,256. You provide for fresh coinage as soon 
as the stock falls below 50 crores? — Yes. I have in 
these calculations suggested that for this purpose 
60 crores might bo regarded as a sort of normal 
holding. 

11,254. You treat it as a minimum? — Yes, for tho 
purpose of theso calculations. Thnt is an inter- 
pretation that can be put upon them. 

11,265. Hut surely you would not conimenco to 
re-coin rupees when you hold 50 crores? — No, you 
would not. From that point of view I think the 
calculations in Appendix III are open at first sight 
to the criticism which you have just mentioned and 
which I wish to consider.* 

11.256. Thnt vitiates the whole calculation, does 
it not? — If you do get it down to 50 crores it is 
pretty clear thnt absorption on that scale would 
soon take you to a point when you would bo thinking 
of further acquisition of rupees. 

11.257. Taking you owii premise of au absorption 
of 7 crores a year, I take it you would not begin 
to recoin until you got down to the neighbourhood 
of 20 crores? — I doubt if you would in these days 
allow the reserve of silver to some down to any- 
thing like as low a figure as that. I think, speak- 
ing from memory, that if before the War the sort 
of standard figure for rupees was somowhere in the 
neighbourhood of 28 crores or something of that 
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sort, with the great increased circulation of notes 
you would not contemplate letting the normal silver 
holding go down as low ns that. It must be remem- 
bered that this memorandum is based on the view 
that the convertibility of tho noto meuns normally 
convertibility into tho silver rupee. 

11258. Wo had some evidence from Colonel Willis 
on this point, tho Master of the Mint in India. My 
impression was that it would bo safe on tho figures 
ho gave im to lot on the reserve go down to something 
in the neighbourhood of 20 crores?- -20 crores 
represents just about 10 per cent, of tho notes out- 
standing, and we aro not contemplating any normal 
cashing of notes in gold. In that case I think one 
would regard that as not a safe reserve for the 
internal convertibility of the notes. If you put it 
at 20 per cent, you at once get to a figure of 40 
crores as a suitable holding for internal converti- 
bility purposes, and 1 should not have regarded that 
an unreasonable amount to hold having regard to 
the circumstances of India and tho possibility of somo 
panic or uneasiness. There might be a demand for 
metallic currency in exchange for paper notes. 

11.259. I do not waut to go into tho cxucb figure 
now. Tho only point I want to bring out is that 
upon your showing there might not he such a con- 
siderable loss in selling silver? — The calculation 
would ham to ho further examined with reference 
to whatever figuro you took of the minimum to 
which you could safely reduce the silver coined 
holding of the reserve. 

11.260. I want to coino buck to tho point we 
were discussing on Wednesday with regard to the 
obligation of the llank to contract currency in 
tho event of a fall in exchange. You were 
doubtful, 1 think, whether tho Government 
should ho pi ac od under nil obligation to contract 
currency to thu full extent. I understood from 
your evidence today that you would impose a legal 
obligation of that kind on tins Central Bank? — 
You, I. did on Wednesday suggest that the 
obligation on tho Government to contract in tho 
event of the use of the gold standard reserve 
might not he statutory. I did, on the other hand, 
recognise definitely — and I should like to make it 
as emphatic as I can -that there should be an 
obligation on the Government, hut 1 suggested on 
Wednesday that tho obligation might possibly he 
taken in somo form other than a statutory 
obligation. It is, I admit, dearly arguable 
whether even if the Government held the reserve, 
tho obligation should not also he statutory; hut it 
enn in the case of a Government, which is 
answerable to its Legislature, ho made formal in 
other ways, so that the question may ho raised if 
they do not contract. I think that if the Govern- 
ment woro not placed under a sntutory obligation it 
should be rnndo incumbent upon some authority 
such as the Auditor General to advert to the fact 
that they had not contracted, so that tho matter 
should ho brought prominently forward, even if it 
had not been brought forward, as it presumably would 
have been done, by tho Government at the time. I 
think it is a thing of groat importance which 
deserves to he emphasized in every way. But I 
said to-day that if it was made over to the Bank 
I should unquestionably go further as regards the 
formal character of tho obligation, herauso I felt 
it would not ho suitable to make over a large trust 
fund to a bank which ex hypothesi would not he 
under the eye of tho Legislature to the extent that 
the Government would ho without making the 
obligation definite and statutory. So Hint if there 
was to be any desiro to avoid the obligation it would 
he incumbent upon tho authorities to bring it to tho 
notice of the Legislature, just as it would come to tho 
notice of the Legislature if tho Government retained 
responsibility and they had not actually carried out 
their obligation to contract, though the obligation 
in the circumstances we wore discussing on Wednes- 
day might not have been imposed by Statute but 


might have been self-imposed by resolution or some 
other formal way. 

11,261. You would make it statutory in the case of 
tho Bank? — 1 think you would have to make it 
statutory in the case of tho Bank, because L do not. 
think it is possible to permit a large trust fund of 
that sort to he used by a hank without very close 
definition as to tho way in which it should he used. 
That would only ho one aspect of the htatutory 
obligations regarding the Reserve. 

11,202. On Wednesday you Lold us that it was 
necessary to leave a certain amount of discretion to 
the Government to safeguard against excessive con- 
traction leading to financial stringency, hut under 
the scheme you have adumbrated to-day there would 
lio no such safeguard because the obligation of liiu 
Bank would be statutory, is there any safely valve 
you could provide in such a case? -There would he 
the safety valve that was mentioned by your Chair- 
man in tho possibility of expanding the fiduciary 
issue under the Clauses of the Act permitting such 
expansion against a ratu of interest more or less 
penal according to the circumstances. That would 
he the first safeguard. The second safeguard would 
he that, in the event of a critical situation arising it 
would he ineumlxuil in the last resort upon the 
Central Bank, as the authority responsible, to come 
to the Government and say “ We must have relief 
from these provisions in the interests of Indian trade 
and the security of the Indian money market,” and 
it would then he for tho Government either to issue 
an ordinance if the Legislature is noL sitting, m* at 
once to bring up the matter before the Legislature 
if it is silling and deal with tho thing iiisLauter. It 
is a thing which requires to he doull with at unco, 
obviously, just as it is in this country in the case of 
a right granted to the Bank of Knglaud in certain 
circumstances to increase its fiduciary issue a tiling 
which has been done two or three limes in tho last 
century by the Goxeruiiieut of the day, which I lake 
it would have to come to Parliament afterwards for 
legislative cover for its action if llie Bank had 
availed itself of tin* permission accorded to it. I 
think you would have that safeguard in India also, 
hut I think tlmt it is desirable to have stringent 
regulations on this point if you aro making over the 
reserve to tho Bank. I say there are those two 
safeguards. Of course, if you feel that there is 
too much stringency in that you could still impose ail 
obligation to contract hy somo form of injunction 
accepted by the Bank which would compel tho Bank 
to come to the Government and tho Government to 
inform the legislature if iL had to give them some 
temporary absolution from it. ft is not impossible 
to apply in the c.aso of the Bank somo such sort of 
arrangement as I suggested as possible as regards the 
Government, if you thought it on the whole advan- 
tageous. But I felt, oil thinking it over, that if >ou 
were to give it to a hank you would do better to 
make it statutory straight away. In any case 1 think 
you liavo to impose an obligation, and to make u 
departure from the obligation something of a big 
affair. 

11.263. Tho obligation would ho to sell foreign 
exchange or gold? Or, rather, would it not ho to 
contract funds in India in proportion to 
the sales of foreign exchange? It is theoretically 
possible that they might lie selling foreign exchange, 
drawing in funds to themselves in India, hut not 
locking up those funds. 

11.264. There would he a legal obligation to main- 
tain tho reserves intact? — In so far as that obliga- 
tion is laid down, it would mean compulsory con- 
traction, pari jnmsu, with the issues of gold or gold 
exchange, or both. If that particular obligation 
remains, and the Bank satisfy the authorities that 
contraction is not possible owing to the threat to the 
Indian money market and business, it might mean 
the suspension for the time being of sales of reverses 
for tho support of exchange. There is another sug- 
gestion that ought to he brought to your notice, viz., 
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tli<* possible alternative, which would not ho co cored 
bv I he statutory provision that wo are referring to, 
of permitting a sale of rovorsos to coiitiime without 
full corresponding contraction. That would involve 
c(|iiall,v si relief from an obligation, namely, the 
obligation which you have mentioned of maintaining 
the aggregate of tho reserve intact. You could give 
relief in either of those ways, ns far as I see. 

11,265. Could not tho Bank borrow money in 
London and meet the reverses from tlioso borrowed 
funds while still fulfilling tho legal obligation of 
keeping the rcservo intact? -That is a possibility 
which could be considered, but I venture to suggest 
that that is a very serious matter for the Bank to 
<1111 template. It would be borrowing money in 
London which it would ho utilising for tho purpose 
of drawing in local currency in Tndia. It would 
have the liability to pay hack that money in London, 
and if at some later stage in this hypothetical crisis 
we are considering tho exchange had to be allowed 
to go, tho Bank might incur very heavy losses in tho 
discharge of tho loan which it had raised in London 
for this purpose. T doubt very much tho wisdom of 
envisaging that possibility. 

11,206. I only mean that it would be open to the 

Bank to do so within the four corners of the law? 

It would he open to the Bank to do so within the 
four corners of the law. 

11,2(57. The obligation would ho to keep the reserve 
intact and not necessarily to contract the currency? 

- I think that is a very undesirable method of pro- 
cedure which ought to be guarded against. Might [ 
refer hack again to what I think is the difficult ques- 
tion that wo were discussing on Wednesday, nnmclv, 
the actual form of the obligation to maintain the 
exchange. T have been thinking a good deal about 
tlmt since (lien. We had under the pre-war system 
an obligation to issue rupees against tho tender of 
sovereigns. So long as that situation endured 
obviously it fixed the upper limit to which the rupee 
exchange could rise. You asked me on Wednesday 
about the arrangements for tho support of exchange 
in tho reverse direction. Well, wo did not discuss on 
Wednesday the question of making the reverse 
obligation statutory. Tt is worth recalling to tho 
Commission (he fact that under the pre-war system 
the obligation to givo gold exchange for local cur- 
rency was not a statutory obligation. It is an 
important question which one has to face now as to 
what form tho obligation in that matter should take. 
I said the other day that I considered that there 
should he nil obligation to give the tenderer of rupees 
at tho option of the Government gold at par or gold 
exchange at the appropriate price. But the ques- 
tion of making that obligation statutory was not at 
that time raised. When you asked me as to what 
would happen if sterling became divorced from gold, 
I at once was brought up against certain difficulties 
in tho way of making it statutory which have to be 
mot, because I take it if you had expressed in a 
Statute a certain specific figure in sterling, now 
equivalent gold, that statutory figure might not in 
the case of sterling going to a discount adequately 
Recure your theoretical parity, because as I suggested 
the option of giving gold at par or gold exchange at 
the fixed price should rest with the Government. I 
certainly could not, ns at present- advised, support a 
proposition which imposed upon the Government the 
obligation to give gold at parity in those purely 
hypothetical circumstances, and the question of 
apphoprintely varying tho foreign exchange would 
havo to ho dealt with. As I said, the option between 
tho two was to ho an option with tho Government. 
The question with which you would then Ik* faced 
would, therefore, be the alteration of the sterling rate 
fixed in order to bring it up to the appropriate gold 
equivalent in tho case of sterling being at a discount. 
I am inclined to suggest as a basis for my examina- 
tion on this point that thero would he a notification 
issued under statute that the Bank would give at its 
tption- assuming now a Central Bank established- 


gold at par or gold exchange at the appropriate price 
until further notice. And that offer would rornain 
open, it may be hoped, for ever if sterling and gold 
remain synonymous for ever. But I should rightly 
lie asked what would happen if sterling in that state 
of things was divorced from gold. Sitting here I do 
not ft el that I can give a categorical answer to what 
you ought to do in those conditions. I think that 
was an aspect of the case before me when we were 
dculing with the question of South Africa and the 
position Rho had to take as to whether to follow 
sterling or go hack to Rpocie payments on her own 
account. I think if that condition did arise the 
authorities responsible for the currency policy of 
India would have to consider their position and net 
as they thought right in tho light of the circum- 
stances. 

11.268. (Chairman.) It comes to this, docs it not? 
Tf sterling becomes divorced from gold, you are not 
prepared to say the rupee should remain pegged to 
gold P--I should have to consider the cireii instances 
I think. 

11.269. You are not prepared at the present 
moment to contemplate, without hesitation, any 
system which would have the effect of pegging tho 
rupee to gold, whatever happened to sterling? — 1 do 
not think T could, looking at tho interests of India, 
undertake an absolute and positive obligation of that 
kind. I do not think it would he right to do so. I 
think it is quite conceivable that, when the occasion 
arose, you might decide to keep to gold. On the 
other hand, it is also conceivable that the arguments, 
which are very strong in such conditions, of following 
sterling might he held to he decisive. It would 
depend, of course, very much on what had actually 
happened to sterling, and what the prospects were, 
and what the situation was. 

11.270. (Sir ltrffinald Mant.) I should like just to 
dear up that position. I take it your position is 
practically that you arc in favour of si sterling 
exchange. standard and not a gold exchango standard? 
— -No, I would not say that, because to-day I regard 
sterling ns synonymous with gold, and at the moment 
I cannot contemplate what it would be in India’s 
interests to do, in hypothetical circumstances, in tho 
event of a divorce of sterling from gold. I do not 
say it would ho right for India to follow sterling in 
such a case. The suggested divorce of sterling from 
gold would ho a momentous event of far-reaching 
consequences, and it would probably he a factor in 
another large scries of events, and India might have 
to consider her own position. It is conceivable— 
taking a pure hypothesis— that that position might 
arise if for any reason, for instance, gold depreciated 
very much in purchasing power. Supposing sterling 
became more valuable than gold, supposing, for 
example, the Bank in this country was relieved from 
the obligation to buy gold at a fixed prico, and that 
this country had, for instance, for some reason or 
other adopted the policy which was tried by Sweden 
at some stage during tho war under which coined 
gold was more valuable than uncoined gold, thou 
sterling would he a better thing than gold, and I 
should then want also to consider my position as 
regards India, and T fend that the India Government 
and tho Tndia Legislature would want to consider 
their position in a situation of that kind, lb is a 
conceivable situation in tho world as it is to-day. I 
do not say it is a likely tiling, any more than the 
divorce of sterling from gold is likely, but you can 
havo it both ways. You can conceivably imagine 
sterling becoming less valuable than gold; you 
can also conceivably imagine sterling becoming 
more valuable, than gold. Either of those two things 
would seem to me to raise a big question which you 
cannot answer categorically in the light of a system 
which has to he drawn up on what, I think, is the 
right and correct method and basis of drawing it up, 
namely, the basis that sterling and gold are 
synonymous. The possibility of divorce has been 
mentioned ; I am only trying to bring out the poBsi- 
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bility that there might be divorce in one of two 
ways. 

11.271. We have heard so far this morning that you 
would impose a legal obligation on tho Central Hank 
to sell. 1 am not quite dear what it is you would 
make them sell. 1 think it would dnrify the position 
if you would be good enough to toll us that?- Cold 
at par in India, or gold exdiungo at the appropnato 
price, that is to say, loss transport, etc., charges, 
until further notice. 

11.272. At a prico equivalent to gold H— That is so, 
until further notice. That would bo tho standing 
offer available, much the same ns the Hank of 
England’s standing offer to buy and sell gold. 

11,27**1. Hut who would give the notice? — The 
notice would be issued under the conditions we are 
now contemplating by the Central Hank, but it 
would, of course, be given with the authority of tho 
Covernment and Legislature, because this is a thing 
of transeendant importance, and, so far as we asso- 
ciate tho Government and the Legislature with the 
Hank, it is obvious it lvould have to be associated 
with a declaration of that kind. 

11.274. You do not put in ail Act that something 
shall bo done until further notice; you prescribe 
some authority which has to determine when the con- 
dition shall be changed? -You understand that under 
the pre-war system the Act did not provide for this 
situation at all. 

11.275. There was no obligation? — Tho Act imposed 
no obligation. A notification was issued under which 
the Government undertook certain obligations, and 
the last Committoo that dealt with this point left 
tho matter to ho dealt with by a notification. What 
1 want to address ourselves at the moment to, is as 
to whether we do not think that the obligation 
should now be undertaken by Statute, or whether it 
should also ho undertaken by notification. 1 feel 
that, whichever way you do it in practice, if you had 
the divorce of sterling from gold j r ou would, in the 
circumstances that then existed, be forced to con- 
sider your position, it is not a likely contingency, 
but it has to bo stated. I do not think you could put 
yourself in a position of allowing yourself to give an 
unlimited obligation which could not he dealt witli 
at the appropriate time of giving gold at par with- 
out limit, or which precluded tho alternative of 
appropriately adjusting the foreign exchange alter- 
native to the variation of sterling from gold. 

11,270. You told us just now that if wo made over 
the management of the currency to a Hank you 
considered it necessary to put them under a legal 
obligation to sell foreign exchange, and since then 
you seem to be going back to the old idea of a 
notification ? 1 said that tho gold standard reserve 

would have to he under statutory regulation, that 
is to say they would have a reserve of a certain 
amount and if certain things happened to it it would 
have to bo held in another form. Hut in dealing 
with the statutory control of the gold standard 
reserve I was not dealing with the obligation of 
selling exchange any more than the Paper Currency 
Act as it stands lo-da.v deals with such an obligation. 
\Ve know it is used for the purpose hut there is 


nothing in the Paper Currency Act requiring the 
Hank to utilise the sterling assets from the paper 
currency reserve' for the grant of foreign exchange*. 

11.277. Ain 1 to uuderstauel that you do not 
propose to make it legally incumbent oil the Hank 
to sell foreign exchange? Js that your position? * 
1 am disposed to think that the obligation imposed 
upon the Hank should be ail obligation publishes! 
by notification and imposed by Act. 

11.278. You mean that the Hank should be obliged 
to issue a notification. What would the obligation 
be exactly ? -It would be* incumbent that a notifica- 
tion shoulel bo issued by the* Hank ill a more binding 
and elifforent form from the notifications that lia\e* 
been issued by the Government of Imlia in the past. 
The Government of India have issued notifications 
that they would to the maximum extent, of their 
resources sell foreign exchange. The general 
obligation to maintain tho exchange must he 
statutory but I doubt wlieft her the time has yet 
conic, until we have had more experience of tilings, 
for putting in the statute the gold exchange figure 
equivalent to gold at par, or whether this figure 
should not be given in a formal notification issued 
under tho Act. May 1 just put one point on the 
difficulty of making that sort of thing statutory. 
You have gold at par or gold exchange at tlm 
appropriate price. That appropriate price depends 
on things like shipping charges, insurance charges, 
and so on, which themselves may fluctuate. There- 
fore you must have some means of adjusting that 
figure to the appropriate gold parity. 

11,271). Just this oiu* question to make it clear. 
Would the Hank be at liberty lo withdraw the 
notification at any time? If so, it seems to me that 
you are imposing no real obligation on the Hank?-- 
L do not follow the suggestion that the Hank would 
be at liberty to withdraw the notification at any 
time. I think in a thing of that kind of transeendant 
importance it has to have the whole force of the 
Government and tho Legislature behind it. Hut l 
am only suggesting that there arc certain difficulties 
in tho way of embodying iu the Statute an actual 
figure for foreign exchange or sterling representing 
a definite quantity of gold less transport and insur- 
ance charges. 

11.280. (Chairman.) 1 think T am right in saying 
flint no difficulty was found in inserting gold points 
of a sort in our own British Statute? Hero we have 
to give grains of gold for local currency. W T o do 
not have to deal with what is given in the way of 
dollar exchange, for there is no obligation on the 
part of the Hank of England to give dollar exchange 
at a fixed price. In this country the obligation is 
grains of gold against, currency, and in tin* old days 
it used to la* sovereigns against grains of gold. 

11.281. With regard to general precautions, is it 
really necessary for you to do more than to say 
that if you please you can peg the rupee to gold 
now because gold is equivalent to sterling, bub 
recognise that if on some future convulsion sterling 
is shaken off gold, then India or in fact any other 
country may have to reconstruct her currency 
system?— That, is what it comes to. 


( The witness withdrew.) 
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Sir .Tames Bkunyatk, K.O.S.L, C.I.K., culled ami examined. 


11,282. (Chairman.) You have been kind enough to 
mine and assist us to-day with your evidence, ami 
you have already supplied us with a very valuable 
Memorandum.* You have been Secretary to the Gov- 
ernment of India in the Finance Department, and a 
Member of the Council of India, and, L think, Chair- 
man of the Finance Committee of that Council? — - 
Yes. Perhaps 1 might add that I have really been 
associated with Indian finance almost continuously 
since the establishment of the gold exchange stan- 
dard in IK99, either in a junior capacity or in n more 
senior one. 

11,28J. Wliut was the period of your tenure of oflieo 
as Chuirmuii of the Finance Committee of the 
Council of India? I became Chairman of the 
Finance Committee in January, 11)20, and l held that 
position until I retired from the Couueil in May, 
1921. 

11.284. Let me turn to your Memorandum and 
ask you a few questions in order to elucidate the 
principal points of interest. In paragraph 2 you 
refer to the reuttaiumont of normality in silver 
prices. Are you confident that there has been a 
reattainmeut of normality in silver prices? 

I did not mean definitely to imply that there 
could not yet ho considerable changes in the 
value of silver, hut that the present price of silver, 
and its comparative steadiness recently, constituted 
a kind of normality as compared with the wild fluc- 
tuations and extraordinarily high prices which pre- 
vailed when the last Committee which considered 
Indian currency sat. As regards the possibility or 
probability of substantial 11 actuations from the value 
of silver as obtaining to-day, I do not think there is 
nnything I can say with any competoncc or authority 

to this Royal Commission. 

11.285. Just to lead you to what is in my mind, 
the price of silver appears to follow that of other 
eom modi ties. The present price is 30d. In August, 
1914, it was 27d., which seems to indicate that the 
rise in price has not been commensurate with that in 
other commodities? That is so. 

11,280. In paragraph 3 , dealing with the two pro- 
positions of I ho establishment of a gold currency and 
the investment of the Imperial Bank with certain 
functions, you say you seo advantages in the second. 
May I ask you to specify what you consider the prin- 
cipal advantages? — I have mentioned ono there of an 
ineidental kind, hut it is not my wish to offer opinions 
on the qunsi-|u>liticul aspects of the currency ques- 
tion, nor do I profess to ho an authority on that 
matter. I have felt to an increasing extent the diffi- 
culty, both under present political conditions and 
under modern conceptions of currency practice, of 
Government keeping that exclusive control over 
currency matters lvhich appertained to Government 

* Appendix 70. 


in the period from 1899, when a gold exchange 
standard was established, up to the War, and, of 
course, during the War, in very abnormal circum- 
stances. I think it. is desirable that that undivided 
responsibility should at least ho shared, or, if a 
Central Bank in India is possible at the present day, 
that it should ho made over to a Central Bank. The 
further groat advantage which I seo in proposals for 
aggrandizing, as it were, the hanking sido of the 
currency question, is that [ am more impressed to-day 
than l have ever been with the paramount importance 
of extending banking facilities in India, which, of 
course, implies the establishment in India of the 
soundest permanent banking conditions as a basis for 
extension. The chief thing l want to say to this 
Royal Commission in coming here under their instruc- 
tions to give evidetiee is to express my feeling that, 
nit hough made doubtless w r ith the best of motives, 
these proposals of tho Government of India as, L 
believe, lay the emphasis in altogether the wrong 
quarter. 1 think it would he a eatnstropho to fix 
attention almost exclusively on such questions as 
whether or not you shall have gold in extensive 
circulation in India when tho paramount ques- 
tion, as it seems to me, is whether you shall or shall 
not have the widest, soundest possible extension of 
hanking facilities. When I say, therefore, that I 
see advantages in the second group of proposals, I 
am not referring to the specific proposals in detail, 
hut I. am expressing the opinion that it is a very 
desirable thing to see emphasis laid on tho hanking 
side of the currency question rather than to see 
emphasis laid on the gold side of the currency 
q uost ion. 

11.287. It is put. before us, by those who support 
the proposals of the Finance Department, that, in 
order to secure a more extensive hanking habit 
amongst the Indian people, it is a necessary pre- 
liminary that there should be gold in circulation — 
freely available for circulation. What do you Ray as 
to that opinion?— I appreciate, of course, that it is 
not within my competence to ask tho lloyal Com- 
mission questions. 

11.288. If T can explain my question further, let 
ino do so. Ts there any point on which I may help 
you P -It is a little difficult for mo to reply to a mere 
(licturn of that kind unless something is said as to 
tho reasons which lead those who hold that view to 
think that you cannot have sound banking and 
extended hanking in India without gold in circula- 
tion. 

11.289. The argument is this: that before tlie 
uninstructod Indian peasants will part with a vqlne 
in the form of a deposit or an investment they must 
be sure that they can get it back for tho same value, 
and that the way to assure them of that is to have 
an in torn al currency freely convertible into gold that 
is in circulation. I wanted to put that argument to 
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you to ascertain how far it relates to the opinion 
you have just advanced P— I do not want to reply to 
that by tho mere assertion that I do not think so, 
but it is very difficult to advanco concrete arguments 
against a point which is so largely psychological. 1 
do not myself find there is evidence that tho Indian 
shows distrust of a currency-— the rupoo or tho note 
-which lias not an intrinsic value corresponding to 
its value, or which has no intrinsic value. I was 
very interested the other, day in glancing through 
an account of the extraordinary state of dospera- 
Lion in which the authorities were in India from 
about March to June of 1918 in connection with the 
supply of silver, to see a statement of Mr. Gubbuy’s, 
who is a very calm and sound adviser on such a 
point, to tho effect that the attitude of the big 
people, the Marwaris, was that if Government would 
only announce categorically that silver would ho 
forthcoming they would trust them absolutely; and, 
generally speaking, my experience all through tho 
War w r us that the people did trust us in a most 
marvellous way, and under very great temptations, 
ns it turned out in the end, to distrust us. I have 
not, therefore, the feeling that visible value in front 
of their eyes and in their pockets is at all a necessary 
condition of thoir entrusting their money either to 
Government or to a hank. 

11,290 Hut you will agree, no doubt, that a cur- 
rency with a stable value is an essential condition to 
the promotion of the hanking habit? — Yes. 

11.291. deferring to your Memorandum, para- 
graph 4 you say that India 11 should realise what a 
gold standard now means: a managed currency with 
the management centred in New York.” 1 nm not 
quite sure that I perfectly apprehend in what sense 
tho currency could bo managed under those con- 
ditions with the management centred in Now York? 
— I am not saying there directly that an Indian 
currency system on a gold basis would bo managed 
in New York. T am not primarily saying that. 1 
am primarily saying that the United States currency 
system is a managed system in so much as the regula- 
tion of credit and prices does not proceed with 
exclusive or main reference to the incoming or out- 
going of gold in the United States. That is what 1 
am saying primarily there. 

11.292. As l understand, the element of muuugc- 
ment to which you refer is that which finds its 
expression in the Hank rate policy? Yes. Secondly 
in so far as India entered into such a system and 
became either a co-partner of such a system, or a 
satellite of such a system, she would tend to enter 
into a managed system herself. May T odd an 
observation here? The reason I lay emphasis on 
that point at the outset is that one element, at any 
rate, in tho Indian view in favour of a gold currency 
is, I believe that they still have in their minds, 
what wo all had in our minds formerly, namely, a 
very high regard for the conception of a gold 
Aftaiwlard as an absolutely automatic standard — 
something, for instance, that excluded Government 
interference. It wrns true thero was a Bank rate to 

, ho settled from time to time, but it wus supposed 
that even the settlement of tho Bank rate was, in a 

* sense, nn almost mechanical function in that it 
followed almost necessarily from movements which 
were actually taking place, one way or another, in 
regard to gold; and I think Indian opinion has 
been inclined to 'see, in what they would perhaps 
cull a “ genuine gold standard,” an opportunity of 
getting away from that Government interference, 
which, though we no doubt think it has been in tho 
main interference of n beneficial kind, they dislike 
and # distrust, as most people dislike and distrust 
the visible interference of Government in monetary 
matters. Therefore, I emphasise at the outset tho 
point that you will not get on to a really automatic 
system. The modern conception of a gold standard, 
ns 1 understand it, has passed away a good deal 
from tiic automatic idea, and has moved forward a 


good deal towards the idea of regulating prices 
and credit in order to minimise gold movements. 

11.293. Would you consider it an ideal towards 
which to work in a currency system that it should 
be “ managed ” in the sense that the stable factor 
in the equation should he internal prices rather than 
rale of exchange? — l do think that that is a move- 
ment in tho right direction. I was very much im- 
pressed with a sentence which I came across in 
reading Professor (\issePs book on European Ex- 
changes sineo 1914. What interested me in it was the 
contrast between what Professor Cussel said ami 
renditions us we have them in India. His words 
wore these: “No gold reserve in tho work! ean 
guarantee the redeem ability of a currency if a general 
parity with gold is not maintain'd through n proper 
discount policy.” The general idea is that you 
must keep prices by antecedent regulation at such a 
level that tho strain thrown on the adjusting 
mechanism of gold movement would he a minimum; 
and 1 think that is broadly sound. 

11.294. That is not quite the difference, is it? 
The difference is as to whether the discount policy 
is directed immediately towards tho stabilisation of 
internal prices or immediately towards the stabili- 
sation of the exchange rate. To reduce the matter to a 
practical question, which ideal do you think should 
he regarded in the (wtahlishmciib of u currency 
system for India at the present time? The two 
ideals are antagonistic in a sense. For India the 
essential thing is that she should come into lino 
with gold standard countries and certainly work 
for a stable exchange, hut the antinomy between 
the regulation of internal prices as the ideal, and 
stability of exchange os the ideal, is, l take it. 
met as far ns possible by those consultations oil 
policy lielweeii tho Central Hanking authorities of 
the difTereiit countries, which were recommend'd h t v 
the Genoa Conference and which as we see from the 
newspapers, are apparently taking place as between 
New York and London from time to time. 

11.295. Continuing with the paragraph, you used 
the phrase in one of your previous answers nlwmt 
India becoming a satellite of New York. Would that 
bo in any different sense from that in which every 
country which has returned to a gold standard Inis 
its special relations with the world's chief centres 
of credit’-*- 1 distinguished in my previous answer 
between tho term “ en-par tner ” and the term 
“satellite.” I recognise, of course, that London 
and New York are the two great money centres of 
tho world ami that inasmuch us India is not, by 
comparison with them, one of the great money 
centres of the world, she must expect to find that 
the influence of those centres is very powerful ami 
that her influence is comparatively not powerful. 
I think, too, India would have to recognise 
in practice, as all sensible* financiers in every 
money centre do, that they owe an obligation, 
and that it is in their own interests, not wantonly 
to disquiet the great money centres, hut that they 
should work with them and, as far ns pos.sjhh', in 
harmony with them, rather than treat themselves 
as entirely independent authorities. But I have 
thought that there might he scope, even after allow- 
ing for those things, for India taking either a some- 
what more important position or a somewhat more 
subsidiary position, if she takes her share in main- 
taining the gold standard of tho world, if she holds 
gold, and is willing to part with it on occasion, and 
to take some share in, as it were, burying surplus 
gold, ns the United States is doing to-day, and ns 
London might have to do at any moment, and if 
she is powerfully roprosentwl in London, I think she 
will have a position more akin to that of co-partner 
than that of a satellite. 1 thought the point worth 
emphasising (though possibly I have not tho actual 
knowledge to hack it up fully) because hero again I 
think one comes across a factor in India’s attitude 
towards the gold currency question. I have just 
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explained that ono factor in my view was the desire 
to get away from Government interference — the 
inlorferonco of her own Government. I think 
another factor is a desire to be in a position of 
international equal it}* — to have the best system, 
namely, a system which lias approved itself to tile 
great financial nations of the West, and to have 
the maximum freedom in working it. 

ll,29<i. For this purpose 1 understand you 
emphasise the importance of powerful representation 
of the Indian currency authority in London?— I 
think so. 

11.297. That is no doubt on account of India's 
special position ns regards geographical distance, 
which is not shared by other members of the gold 
standard community. Tit the next sentence you Bay, 
11 1 think it important, therefore, that machinery 
should he established in London for regular joint con- 
sultation between the Governor of the Bank of Eng- 
land, the London representative of the Imperial 
Bank* of India, and a representative or representa- 
tives of the Secretary of State in Council.” Can 
you detail at all the nature of the machinery which 
you have in mind? I hsne not attempted to present 
(lie Commission with ciit-n lid-dried propositions, 
partly because it seems almost an importinciK'O on 
my part to offer, as it were, to write the Commis- 
sion's Report for them. 

11.298. I am sum we should be most grateful P — 
Wliat is working in my mind is that instead of the 
Finance Committee of the India Office sitting in one 
of those beautiful rooms here, the place where those 
matters ought to he settled is somewhere in the City. 
I haco a very high opinion of the Finance Committee 
of the India Office. It has always included soino very 
able nu ll, and I am quite sum that Indian monetary 
administration is greatly benefited by its contact in 
this building with the City of Loudon and its advice; 
hut I think things are moving rather away from that 
kind of management ; and if you can work towards 
hanking management on sound lines, I think it is 
beneficial that the administrative sido* the Secretary 
of State— should somehow be represented there, and 
kept cognisant of what is going on. I take it that 
every great Bank in this country likes to keep in 
touch with the administrative personnel of the 
rou n try. 

11.299. Do you contemplate that the function 
should be advisory or executive, vis-a-vis the London 
representatives of the Indian eurrency authority? - 
It is very difficult to answer that question unless one 
lias in mind clearly the hanking machinery to which 
business is being entrusted. If you have a Central 
Bank, as l .should like to have if it is possible, then I 
can well imagine that you might not need definite 
ciit-und-dricd proscriptions as to what rights the 
Secretary of State should have in the matter; but if 
you Joel that the establishment, of the Central Bank 
is not at present a possible tiling (and by a Central 
Bank I am now speaking of a true Central Bank), 
hut you nevertheless deride to invest the Imperial 
Bank of India, as far as may lie, with the functions 
which would more properly uppertain to a true 
Central Rank, I should conceive, in that case, that 
the Governmental authority should ho more strongly 
represented, and that its right of interference should 
he more definite. 

11,890. From paragraph 0 of your memorandum, I 
note that you would not attach much value to gold 
in circulation as a support to resorves. You say you 
would not expect much return ,of the relatively mar- 
ginal supply of circulating gold. In the following 
paragraph you support that' opinion by reference to 
the experience of past years. That hAS been the 
experience, as I understand, of currency affairs in 
India — that gold has not returned ?~May I say one 
thing before coming to that? I did not want to be 
academic here, hut my impression is that most 
authorities— and I believe Jjord Goschcn may be 
quoted in this respect — would agree in not expecting 


that at a time of difficulty great and immediate 
assistance could be obtained from gold in circula- 
tion; and in that conviction I would remind the 
Royal Commission that one of the proposals— and a 
very proper proposal, 1 think— is that the under- 
taking to support exchange should lie an unlimited 
undertaking, unlimited in amount and unlimited as 
regards the time in which it comes into operation, 
that is, when there is a demand for sterling, sterling 
must he found as soon as the demand offers itself, and 
lo any extent which the demand represents. Against 
such an. immediate obligation I do think there is very 
little* hope of substantial assistance from gold in cir- 
culation. As regards past experience, I wish to bo 
quite frank with the Royal Commission. I express 
there my view of what is a fair deduction from past 
experience. The only available facts I have been 
able to glean, which might seem to have a direct 
hearing on that, are the figures of tlio return of gold 
to Treasuries. Currency, of course, is always flowing 
in and nut of the Treasuries. It ifi flowing in for 
payment of Government revenue and for exchanges 
into other forms of currency, and it is flowing out, 
for Government paymonts and to meet demands for 
exchanges into other forms of currency. I notice 
that just before the War India n Treasuries received 
something like 10 million sovereigns in one year. 
The inilwnys and the Post Office received about 2 
million apiece from the public. The figures are 
something like that. I montion them, because 
others to whom those figures are given may think 
IhuL they denote a fairly large volume of inflow and 
outflow of gold, ami show rather a satisfactory result 
of the efforts Lo put gold into circulation. But the 
contusion I draw with those figures in mind and also 
on the hasis of my general experience, is that 1 hough 
I here teas some beginning of a real gold circulation 
there wiy not, any ion! indication of a helpful 
influx of gold from tho point of view of meeting the 
demand for sterling remittance in periods of 
exchange weakness. 

11,301. In paragraph 7 you say “The policy of 
maintaining exchange by external credits is now, J 
should say, n fully accepted feature of post-war prac- 
tice.” Du you think the policy of external credits is 
a permanent policy for the permanent maintenance 
of exchange, or is it not, rather one intended tem- 
porarily to tide over the period of post-war mone- 
tary difficulties? — Tt certainly is in existence at this 
moment as a temporary method. That is to say, 
conditions at this moment are unsettled, and it is in 
existence, and so far one cannot say what will 
happen witli more settled conditions. I myself have 
read the conclusions of tho Genoa Conference, to take 
one source of information, as embodying the idea 
that certain principal money centres should be 
recognised as specially charged with the duty of hold- 
ing gold in large quantities in order to uphold the 
ultimate gold hasis for all tho participants, and that 
tlie less important centres should rely mainly on 
credits on these principal centres; and I should have 
thought it, was very natural, having begun by a 
system of credits, that they might continue on that 
basis. 1 notice here clauses 2 and 3 of resolution II 
of tin* Genoa Conference. I will road them, if I may, 
and then pass tho paper on to you, sir. 

“ (2) When progress permits, certain of the 
participating countries will establish a free 
market in gold and thus become gold centres.” 

“(3) A participating country, in addition to 
j* n .V gold reserves held at homo, may maintain 
in any other participating country reserves of 
approved assete in the form of bank ‘ balances, 
bills, short term securities, or other suitable 
liquid resources.” 

I do not want to lay undue emphasis on those 
two passages, taken from their context, but they 
illustrate tho general impression I got. 
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11.302. And such an expedient as thu American 
credits which are at present held by this country 
may be looked upon as a temporary expedient ?— I 
do look on tlmt us quite a temporary expedient. 

11.303. In paragraph g you express an opinion in 
favour of maintaining exchange by the issue of gold 
at .par. In paragraph 9 j'ou say, “ 1 feel no doubt 
that tho stabilised rupee of the immediate future 
should ho a rupee expressed in sterling.” T do not 
quite gather whether you would accept as preferable 
what is commonly referred to ns a gold exchange 
standard, or u sterling exchange standard ?— l think 
f have bcon somewhat ambiguous there, ami I 
recognised that after this was put in. When I said 
hero u I feel no doubt that the stabilised rupoo of the 
immediate future should be a rupee, expressed in 
sterling,” I was rather thinking of the rupee lieing 
Is. Gd. and of thu importance of maintaining a 
steady relation with sterling in view of India’s 
close trade relations with sierling-using countries; 
hut when you come to look into it, as I have done 
in later parts of my memorandum, 1 think it is 
clear that there must lie a stated price at which 
Government will accept gold in India — a stated 
price in terms of gold — an undertaking that they 
will give one rupee for so many fine grains of gold. 
Lf you also Lake the view which I have expressed 
in paragraphs N and 21 (r) of the memorandum — ■ 
that gold should he exported in times of exchnngo 
weakness — you will also again have to express the 
amount of gold you will givn for rupees in a fixed 
form. If you do both those tilings you have 
certainly got oil to a gold stumjard as distinguished 
from a sterling standard so far as there is a material 
distinction between the two; and to that nxtent 
the sentence in paragraph 9 -** I fool no doubt that 
the stabilised rupee of the immediate future should 
ho a rupee expressed in sterling ” has nothing 
beyond a merely superficial meaning. 

11.304. You mean that the rupee should ho 
stabilised by fixing it as equivalent to a certain 
weight of gold, ami that that weight of gold may he 
conveniently expressed as such and such part of a 
sovereign? — Yes; jam have put it exactly. 

11.305. With regard to paragraph 10 of your 
memorandum, is there any practical utility, in your 
opinion, in a part of tho forces for tlio maintenance 
of tho exchange value of tile rupee being held in tho 
form ol dollar credits? What is in my mind is this. 
Supposing it were necessary to use them, would not 
the first step which would have to ho taken .bo the 
conversion of the dollar credits into sterling credits? 
— Yes, hut that conversion would assist sterling. In 
paragraph 10 .1 have really thrown out an idea for 
consideration, on which I do not protcml myself 
to bo able to adjudicate. I was rather struck by 
the suggestion in the memoranda of llin Finance 
Department of the Government of India that one 
of the obligations undertaken under their currency 
system should ho to provide external credits in gold 
or sterling as might ho desired by the remittor. 
Tlmt seemed to me, if standing hv itself, to he rather 
a meaningless thing. The real point, ns it seemed to 
me, was whethor >*ou should or should not maintain 
your reserves in a form which gave you additional 
protection in tho event of sterling going to pieees: 
I thought that unless jam did that there was no 
particular significance in saying that you would 
give external credits in one form or another at 
option. My antecedent idea was that there is no 
sufficient reason to anticipate and provide for the 
crumbling of sterling. Then, I thought, as 1 said 
boro, that, though from India’s point of view, thoro 

.. may be no great need for such an anticipation, from 
the general standpoint of gold standard countrios, 
and particularly London, it might he expedient 
Lhal the whole strain should not he thrown on 
London. Therefore I have put forward this ns an 
idoa. I have in mind, for instance, somo authority 
like tho Governor of the Bank of England being 


asked to say whether ho would like to sco India’s 
reserves distributed or whether they might all ho 
equally in sterling as far as lie is concerned. 

11,300. Sterling credits would, in principle, ho 
gold credits as long as Loudon continued to lie a 
free gold market? — Absolutely. i do not at all 
attach myself to any notion of some kind of 
inferiority in sterling. You cannot say that sterling 
is sterling and that the dollar is gold. If you call 
sterling the currency of a sterling standard you 
must call the dollar the currency of a dollar 
standard. 

11,307. In paragraph 12 you say tlmt you would 
recognise the sovereign as a legal lender. Ju view 
of your recommendation to stabilise the rupee at 
Is. Gd., you wish the sovereign to he legal tender 
at the rate Tts. 13-5-4 to the sovereign; or does that 
create a practical difficulty ?-— Would the sovereign, 
in view of the very inconvenient rate at which it 
would exchange for rupees, have anj* practical 
utility as a legal tender? It is, of course, #a very 
inconvenient rate. 1 was not meaning there to 
express a judgment on tho question whether a legal 
tender gold coin in India should he a sovereign 
or some special Indian coin. I. should think, up to 
any time between 1900 and JAM, 1 should probably 
have felt a decided preference for a sovereign, hut 
1 do not know that I feel that now. 1 am quite 
prepared to read here “ allowing tenderers the 
facility of getting gold converted into gold coin, 
and recognise the sovereign or some special Indian 
coin as legal tender.” 1 am not in that passage 
attempting to pass judgment ns between the two. 

11,30s. You say you would cease to issue gold 
except for export. Would there he any difficulty, 
under Indian conditions, in defining the meaning 
of the word “ export,” ill ensuring tliaL the. gold 
should serve its purpose for international payment? 
For instance, it has been suggested to us that gold 
migliL hit sent, say, to Aden, and then brought 
hack?-- I had anticipated tho objection. I think it. 
is the case that between April and December last 
the Bank of England would not issue gold except 
for export, so they must have felt able to face a 
similar difficulty. 1 really look on that, kind of 
control ns one to he exercised through hanking 
authorities. It is n very difficult thing indeed for 
Government to apply a prescription of that kind. 
I recognise that; hut I do think that the Bank of 
England in this country would manage somehow to 
prevent its authority being Howled and its intentions 
evaded and sooner or lalcr 1 think any great 
hanking authority would manage to do that; hut 
it would do it by measures, the precise nature of 
wliieh I cannot attempt to define, hilt, which I 
imagine a Government could nut employ. 

11.309. L wish to bring out. tho lending points in 
your memorandum ns I pass through it. 1 under- 
stand, with reference to your paragraph 13, LhuL ill 
criticising the proposals of the Indian Finance 
Department you would place a good deni of 
emphasis oil tho possibility of the replacement of 
Notes by gold? — Yes. 

11.310. You say that this would make the whole 
scheme a gamble mid reduce the result as to the 
amount of gold which would he required to carry 
out the scheme to complete uncertainty? Yes. It 
might make it a very gravely largo n mount. The 
papers are very voluminous, hut I think I am righL 
in saying that never once throughout those 1 memo- 
randa from the Finance Department of the Govern- 
ment of India is that possibility referred to. 
Certainly no great importance is uttuched to it 
nnj’wliere. 

11.311. If my memory serves me right., in tho 
course of oral evidence an estimate was put forward 
by the Finance Department allowing some 10 crores 
for possible replacement of active circulation by gold. 
Would that seem to you to ho an adequate 
estimate?— No, not of tho reasonable possibilities. 
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Practically speaking, the assumption that the Note 
will not be replaced by gold sooms to me very like 
this assumption — that because a couple of pieces of 
paper like these, two 10s. notes, are more con- 
venient to use than some clumsy lumps of coin 
weighing altogether several ounces, it may be 
assumed that the Indian will find it equally pre- 
ferable to use a piece or two of paper instead of a 
moderately small coin of a kind which we all admire 
very much even in this country, and which he 
admires a groat deal. But apart from that I put 
it on a broader ground. There is a good deal of 
common sense in the Indian’s view that gold is first 
rate stuff. It has its value inherent in it. He 
probably does not understand, ns a matter which ho 
could express in economic terms, all about tho 
depreciation of gold, but even if you allow for the 
depreciation, it is one of the finest things known in 
a world of fluctuating values. The Marwnris, who 
flocked to our Currency Offices from 1st August to 
4th, 1914, by the 3rd and 4th had begun to take 
our gold away at the rate of somewhat near 
£1,000,000 a day. Events very much justified them. 
Looking at their material interests only, they were 
doing a very successful and farsighted business in 
getting hold of all tho gold they could. If you 
present India, not only with facilities for using 
gold in circulation, but actually compel her to uso 
gold in circulation because you taku away the silver 
rupoe, I think thero is an appreciable chance of tho 
Indian deciding to use gold in preference to Notes 
to a very large extent — an extent which might 
gravely modify your estimate of tho amount of gold 
you require in order to introduce a gold currency. 

11.312. For these and other reasons stated in your 
memorandum, and in an important foot-note to this 
paragraph, you express the opinion that if a gold 
currency is to be introduced it should be done by tho 
more gradual method of discontinuing tho issue of 
rupees, and standing by until time has served to 
reduce the surplus of rupees outstanding, and thuB, 
as I understand yon, to reduce tho problem to more 
manageable proportions ? — And to give it a loss irre- 
trievable character. 

11.313. What is tho exact moaning of your word 
11 irretrievable ” in this connection ? — You do burn 
your boats when you start selling rupees, and when 
you start very strong methods of withdrawing them 
from circulation, revolutionising the world prices of 
silver and so forth; and it would bo very difficult, 
after five years of that, if you decided that tho 
experiment was a failure, to go back and drop your 
idea of forcing a gold currency. If you merely let 
tho rupoe circulation gradually wasto, as it were, and 
replace it by gold as long as people will tako gold, 
one of two things will happen, I think. Either they 
will go on taking the gold; you will find they are not 
taking too much and that everything is working well, 
in which case you will get your system into effective 
operation. Or you will find that, when a certain 
point of satisfaction of demand is reached in regard 
to gold, a time will come when thoy really will want 
rupees for transactions, and you will have to coin 
them. Proceeding on those lines, you would bo ablo 
to coin them. You would have done nothing drastic; 
you would not have been selling your rupees and 
breaking silver prices all over the world. You would 
simply have to admit that, aftor all, the rupee was a 
coin which, up to a certain extent, India did want, 
and you would proceed to provide it. 

11.314. By this method, whilst reducing the silver 
rupee problem to manageable dimensions, you would 
wait and see, I understand, whether your gold 
reserves woro accumulated by a natural process, 
without international disturbance, to such a point 
as would enable you with safety to introduce a gold 
circulation. If they were so increased then you would 
be able to do so. If they were not, then you would 
have to continue to wait P— I think so. 

11.315. Or to abandon the idea P— fluroly, am I 
not right that in that period, assuming prosperous 


trade and expanding trade, there would have been 
the usual demand for increase of currency P It would 
have expressed itself by a great demand for romit- 
tunco to India. As Sir Basil Blackett says, you 
could, if you thought fit, compel that demand 
further to express itself in the form of additional 
imports of gold into India by stopping* Council Bales 
and sterling purchases, and, under the policy you 
were pursuing, you would moet the demand for cur- 
rency by passing on gold to the public. Meanwhile 
the effective rupees in the country would be wasting, 
either absolutely — or at any rate the quantity avail- 
able, even apart from wasting, would bo becoming a 
relatively smaller proportion of the whole amount of 
currency in use. So that it would naturally, in the 
end, sink into a subsidiary position, provided people 
were taking your gold as you issued it and were not 
pressing fiercely for more rupees. 

11.316. I understand you would calculate that tho 
scarcity of rupees produced by the cessation of 
further issues would have the tendency, at any rate, 
of bringing the hoarded rupee out into circulation 
and replacing it by other stores of value, thus 
dealing with one of the most essential difficulties P — 
Yes, 1 think it would havo that tendency, but I 
accept the views of all tho Currency Officers of the 
(lovcrument of India in the last few years, namely, 
that that tendency has been going on very rapidly 
already; and T should think it probable even if there 
was no change of system, that as long as India can, 
by trade channels or otherwise, import gold with 
perfect freedom, tile amount of rupees left in the 
real hoards, us distinguished from mere little pocket- 
fuls of savings, will ultimately become small. I need 
not say that L do not recommend any policy of intro- 
ducing a gold currency. That is why 1 relegated 
that to a footnote. 

11.317. I have only one question on the choice of 
the rate. You say in paragraph 10 11 If the objection 
really means that after experience of a scries of busy 
trade years followed by a deficient monsoon and slack 
trade a compromise rate, as it were, could be selected 
ns fairly well adapted to good and bad 3 ’ears alike, 
it is, I think, wrongly conceived.” Will you expand 
that argument?-— Suppose you have a series of five 
or six reasonably good years, we will say— certainly 
with no great setback in any on© of them. A rate 
of exchange, let us say, has emerged at the end of 
that time. Suppose it be Is. Gd. It is a reasonable 
assumption— it is tho only assumption you can make 
if you have to make assumptions at all that prices 
have in that period adapted themselves to the rate 
of exchange which, at tho end of it, you find in 
existence. That is a sound established rate of 
exchange for the conditions that you have been 
passing through and which are still existing. If you 
then have a catastrophic setback (and all these 
Indian setbacks are in the nature of catastrophes) 
the conditions are reversed in a moment. That rate 
of Is. 6d. cannot be a good rate for the .year, or 
year or two, you may have to puss through. But 
this would have been equally tho case if you 
had had five good years, and a Is. 4d. rate 
had emerged by the end of the period. Prices 
wo ii Id havo adapted themselves to that, on a higher 
basis than they would be with tho Is. 6d. rate, and 
when tho strain cAine I think it would be substan- 
tially the same strain. I do not think it is correct 
in theory to think that you start a bad period after 
a prolonged good period in a more favourable posi- 
tion if you are at a lower rate than you do if you 
end the good period at a higher rate. 

1I,31H. You would put it in this way perhaps — 
that one any rate is established, in tho sense that 
prices uro adjusted to it, it would be subjected to 
an equal strain, whatever it absolutely may be, by 
a series of bad years or other influences of the sort? 


# May 1 add, in correcting my evidence, that I should think it 
very unfortunate if tills step hail to be taken aud persisted In. 

J.BP. 
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— I think a substantially equal strain. I cannot 
say without more closely thinking about it whether 
it might be eight-ninths of the strain, or something 
like that, speaking purely in theoretical terms, but 
I think substantially you would have the same strain. 

11.819. If prices had been adjusted to that rale, 
and if the reserves for the support of the rato were 
proportional to tlio support of that particular rato? 
—Yes. 

11.820. In .paragraph 18 you say 11 The mainten- 
ance of exchange is not an alisoluto obligation.” Is 
not the tendency, on the other hand, in nil post- 
war monetary reforms, to impose a statutory 
obligation on central banks to maintain excliango 
either absolutely or to tlio full extent of their 
available resources? — The categorical reply to your 
question is, yes. I recognise that there 1 am on 
rather difficult ground, and perhaps ground of wh : cli 
I have not great experience. I have in mind the 
possibility, tlio extent of which I cannot define, of 
banking pressure, uuobtrustive restraint, and so 
forth. The really absolute unimpeachable theoretic- 
ally perfect working gold standard I think is in 
practice a very rare thing. It always used to he 
said before the war that London was the only 
market where gold was absolutely free without any 
reservation of any kind whatsoever, and that even 
in New York that was not the case, and certainly 
it was not the case in Paris. I have heard it 
doubted whether even in London now it is really 
possible to get gold quite freely without any impedi- 
ments whatever. I do not want to embellish that; 
it is not a matter on which I can speak with know- 
ledge. But 1 am speaking in tlio memorandum 
from the standpoint that whereas in India excliango 
management has always been a direct Governmental 
function, and that what Government undertook to 
do it had to do in tlio spirit and also in Lho letter 
nbsnlucly, yet Ihero may be possibilities that, with 
hanking management, a little more control and 
restraint in an unobtrusive way can bo exercised 
which may sometimes ease over a difficult position. 
I have further in mind this— that perhaps it ought 
to he recognised that the world is still in many 
ways unsettled, and though a timo may come when 
a gold standard, once satisfactorily established, ought 
not to he destroyed or to break down except under 
the most extraordinary conditions, such as revolu- 
tion or war and that typo of thing, yet there may 
possibly ho slight departures from normal meLhods 
of working and an easing of the position required 
from time to time lieforc conditions are fully settled. 
I do not know if I have expressed myself clearly. 

11.321. The necessity for easing the situation in 
times of crisis is recognised in all currency systems? 
• — Tn times of supreme crisis, yes. 

11.322. But might not it bo said that one of the 
principal criticisms to be advanced against the pre- 
war Indian currency system is that there was no 
authority which lias imposed upon it, or which 
recognised as absolutely necessary, the obligation to 
maintain exchange, such os was recognised in the 
more perfected currency systems of KuropoP — [ fully 
accept that. I have said there was a fundamental 
restriction on our undertaking to support exchange. 
I am sure my friend Sir Begin aid Mant will support 
mo when I say that we considered at the time wo 
wore really doing very well in undertaking to support 
exchange with all our available resources. It 
Hounded, and was in some respects, a very important 
departure; hut it was not an undertaking 


foresee the possibility that the position may have 
to be eased off in various ways, and 1 think people 
should Im prepared for that on particular occasions. 

11,323. Just to complete this point, in paragraph 
21 (K), you say “ In some way • and 1 can see no 
hotter way than u pronouncement of this Com- 
mission, for tho matter cannot be codified — the need 
during periods of exchange crisis for a considered 
policy of deflation requires to be emphasised. 1 ’ Is 
it impossible to codify provisions of the sortP Are 
they not in substance codified by the provisions 
establishing the percentage and proportion of 
reserves in a central bank which is in control of the 
currency of tho country? — May l dwell on that a 
moment? 1 daresay tho phrase is not unimpeach- 
able. Tt is very hard to say absolutely that the 
matter is incapable of being reduced to rule, but 
1 can tell the lluyul Com mission what T had in mind. 
So far as tho gold export transactions or tho 
sterling credit transactions are immediately con- 
cerned, the ox]M>rt of gold taken out of the paper 
currency reservo, or a grant of sterling credit pro- 
vides! from the funds of the paper currency reserve, 
must necessarily involve a corresponding deflation, 
excepting in so far as the controlling authority — 
the Government or what not • has tho power under 
tlio law of issuing Notes without replacing them by 
assets. If, in laying down the constitution of your 
paper currency reserve you prescribe that there 
shall bo so much and no more of Government of 
India bonk debt, you have taken away from tho con- 
trolling authority, as regards that item, the power 
of preventing deflation. It cannot, for instance, put 
ml hoc Treasury Bills, as they used to ho called, into 
the paper currency reserve when it issues sterling at 
home. But there probably will he in the constitution 
of the paper currency reserve some provision for 
issuing seasonal currency, for instance, and possibly 
fur issuing currency on penalty without a backing at 
nil. Tn such a case that provision, which was meant 
for dealing with tho conditions of tho busy season, 
could be misused, at a period of extreme slackness 
such as is implied by tho fact that sterling bills were 
in demand, to enable you to a certain extent to givo 
out sterling payments at home without a bucking of 
assets in India. If you lmd a true central bank I 
should 1)0 disposed to rely on that institution not to 
misuse the facilities which the terms of the Paper 
Currency Act might happen to offer. If you had not 
such an institution it might possibly he necessary 
that you should provide for that if you could codify 
it, or if you could not that you should declare, aB I 
say hero, that all these transactions ought to involve 
corresponding deflation. Now I come to what seems 
to me tho rather more difficult point of the accretion 
of balances owing to the suspension of drawings. 
The Government of India have to meet every year — I 
forget wliat the figure is, but the last I saw was 
£28,000,000 as a normal figure. Tf the Secretary of 
State is not drawing, those funds accumulate in tlio 
hands of the Government of India’s bankers. If they 
are made the basis for a superstructure of credit you 
might bo really inflating considerably in one 
direction, while as regards the actual reverses you 
were effecting tlio proper deflation. There again, if 
you had a true central bank, that is precisely tho 
kind of function I should feel we ought to bo nblo to 
rely upon it to oxerciso wisely, but if you have not 
such an institution, it is possible you ought to pro- 
vide for that contingency. I think that explains 
pretty well my whole meaning in these passages of 
tho memorandum. 


continuously to maintain exchange. It may be 
described rather, as an undertaking which bound 
us, ns long ns we hnd resources, to use those resources 
in restoring exchange if exchange had fallen outside 
the gold point. I am all for a specific undertaking 
of the kind you described, which, in all ordinary 
circumstances, will act fully and efficiently; whereas 
the pre-war undertaking might, evon in ordinary 
circumstances, have not acted rffn ii nil r Jjuli T~ 


11.324. Supposing that the provision ns regards 
seasonal currency to be, that additional issues of 
notes should ho made only iigniust trade hills, would 
not that bo a protection against the risk you mon- 
tion, since in view of the circumstances of seasonal 
slackness, trade hills would probably not be avail- 
able? -Yes; T should think it would be. 

11.325. (Mr. Preston.) Under head II, “ Choice of 
■^jjjfMplard, you say that India should hold a consider- 
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able stock of gold. Then in paragraph 12, you sub- 
scribe to tho viow that India should not be hampered 
in obtaining the gold Bhe requires. Then in paragraph 
21, -Section A, sub-section (a), you say: “Any gold or 
gold exchange) system must be based on the two prin- 
ciples of (a) unlimited acceptance of imported gold at 
pur (or unlimited issues of rupee credits at upper 
gold point) ; (6) unlimited issues of gold for export at 
par (or unlimited issues of sterling credit at lower 
gold point.’ 1 ) So that, actually speaking, those two 
factors reproduce what we have in the old gold 
exchange system of the lower export points, do 
they not? — Well, l find it a littll difficult to answer 
that question. I did not realise that the selection 
of extracts was leading up. to that rather compre- 
hensive question. I do not think the system which 
I recommend is by any means just tho Bystom which 
we had before the war. In the first place, [ recom- 
mend an unlimited support of exchange in a period 
of weakness. I say unlimited issues of gold at par, 
or unlimited issues of sterling credits. There is a 
fundamental difference, between that and the system 
of giving stated amounts weekly. That is one 
difference between tho system which 1 recommend 
to-day nnd the system we had boforo the war. 
Then, secondly, the system wo had before the war 
practically never worked with gold exports at all, 
and with some hesitation T have suggested that in 
supporting exchange under our new system we 
should rely mainly on gold exports. Thirdly, the 
system we had before the war was one in which we 
were constantly pouring large quantities of our 
own gold into circulation. We did that in very 
lurge quantities between 1910 nnd 1914. The system 
I recommend is one in which I do not propose that 
that should bo done. So that when you ask me : Do 
not these three passages practically constitute the 
system wo had heforo the war? I feel a little 
difficulty in saying that they do. Tho system I 
recommend is not tho system we had before the war. 

11.326. If I may modify that, referring to para- 
graph 21, sub-section (n) unlimited acceptance of 
imported gold at par, or unlimited issues of gold for 
export at par, in tho old system our upper point 
was Is. 4^d., and tho lower one was Is. 33Jd., that 
is, India gave us local currency for gold sent iu ^fed., 
and the understanding there was, was not it, when 
tho exchange fell away at Is. 3j|5d., the market 
should he able to get the Reverse Councils in order to 
steady up the fall in the exchange? That was so. 
Your ratos are T.T’s, are not they? 

11.327. Yes. During the time of tho American 
crisis, as you will remember, there was a con- 
siderable amount of hesitancy at the beginning as 
to when India should sell the Reverse Councils?-- 
The American crisis when? 

11.328. In 1908 and 1905)? — Yes. T think 1 was 
away at that time, but thero were one or two 
occasions in which business men and the exchange 
hanks felt somo legitimate dissatisfaction. 

11.329. That is right? — T accept that. 

*11,330. We pressed them at the time that the 
reverses should Ixi sold in accordance with what an 
understanding of and what a working of our own 
gold exchange standard really would imply?— Yes. 

11.331. The reason given at tho time was— I am 
not quite sure whother it was the ultimate reason, 
but it was statod — that the crisis was really an 
American crisis, and that it did not <x>ncorn India? 
—If that was stated, I do not think it is a thing wo 
should state to-day. 

11.332. I think that is what the hesitancy was due 
to? — I think we certainly had come to recognise by 
1914, for instance— 1 think the Chamberlain Com- 
mission recognised it, but I am not sure whether I 
can trust my memory as to that -that there ought to 
be more immediate response (in regard to tho issue 


of Re verso Councils) to a weakened exchange situa- 
tion. There was a defect in our mechanical arrange- 
ments thore (this occurred in August, 1914) in that 
it look a few days before we could get into motion. 
There hud to be reference made to London, and so 
forth. Meanwhile, trado in India began to be very 
nervous. 

11. 333. Quito so? — I fully accept that. 

11.334. It was only when the Government finally 
decided to sell their reverses freely lhat the whole 
position was retrieved and exchungo was brought 
back to purity? — Wlrnt period are you referring to? 

11.335. When they commenced to sell reverses in 
1908, do you romomber the parity was restored in 
about 1910 and the earlier part of 1911? That is as 
far ns my memory goes? — I do not know if thero is 
any suggestion of cause and effect there when you 
sny that a little delay took place in the beginning in 
selling tho Rcvcrgn Councils, and that it roquirod 
two years for exchungo to recover. 

11,330. T was just asking what the procedure was 
thou? -There was a prolonged period of weakness 
al>out that time. Thore was the American crisis, as 
you have reminded mo, and thero was a famine 
period, was not there? However, I think I havo 
answered tho question — thero was a prolonged period 
of weakness. 

11.337. If wo could now doviso a method whereby 
that inherent weakness of the wholo system should no 
longer exist, would that meet with your approval in 
any new scheme in so far as Sub-scction (/#) of Sec- 
tion A of paragraph 2L, for tho maintenance of ex- 
change when that exchange falls to tho lower point, 
is concerned? Tho inherent weakness which you 
have referred to is, I understand, that weakness of 
the delay in responding to an incipient demand for 
reverses ? 

11.338. In order immediately, or as soon as pos- 
sible, on every occasion when Lhat exchungo goes to 
a low gold point, that tho reverses automatically, 
or that gold automatically should be obtainable) for 
export in order to steady up tho exchange? — That is 
most certainly my proposal. 1 propose that there 
should ho a constant under taking to be in force all 
the time so that anybody can go into the offices of 
the controlling authority and get his reverses when- 
ever ho wants them, whatever the state of the 
exchange is. 

11.339. A suggestion has been made that con- 
ceivably the note issue might bo changed to a gold 
mohur note issue, and that that note issue should 
carry with itself tho obligation that tho presenters 
of notes should always obtain gold or gold funds for 
export, which naturally would always ho at a lower 
gold point. Would that moot with your approval? 

Taking the second part of it first, that tho holders 
of these gold notes 

11.340. Cold mohur notes? should at all times 

he entitled to receive gold for export? 

11.341. Yes?— That would not meet with my ap- 
proval, because I would not limit tho right to gold 
for export or sterling credits, whichever your system 
was, to holders of a particular form of currency. Of 
course, an undertaking to give gold or sterling 
credits would be subject to a limit of minimum 
amount. That, I should think, everybody would 
propose for such a purpose. You do not want to put 
the business of getting sterling credits into every 
private hand for any trumpery amount. 

11.342. fiay 10,000 mohurs?— Subject to such a 
minimum, I would let anybody get gold for export, 
provided he can hand in any form of legal tender to 
the same amount. 1 soe no advantage, but rather a 
disadvantage, in limiting it to a particular form of 
tender. 

11,342 a. The object would be to get away from any 
Resolution or any statutory form of Resolution. It 
would be a right which tho note carried with it, so 
that at no period, in the event of weakness in the 
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exchange position, could any Finance Minister or 
anybody delay for one moment the putting into force 
of that process whereby exchange would be held at the 
lower point and prevent it falling further. - I am 
sorry, but I am not for that. You weaken j'our own 
undertakings when you guard yourself against break- 
ing them by saying Hint they shall only bold in the 
case of tlio tender of a particular form of currency. 
If India is to have a real standard, whether it is a 
sterling standard, or a sterling exchange standard, 
or a gold exchange standard, or a gold standard, 
whatever standard she has, sho cannot possibly main- 
tain it, in my view, except by an unlimited under- 
taking to honour any form of her own currency when 
it is presented with a demand for external credits 
or for gold export; I would not have any limitation 
of that. 

11.343. Not on the notes alono ns a note; hut then 
supposing these particular notes are freely convert- 
ible into rupees, and rupees into these notes, would 
that alter your views? — -No, I am afraid it would not. 

I am utterly opposed to any discrimination. 

11.344. Would not that amount, when the note is 
fully convertible into rupees, to, practically speaking, 
obtaining the powers of getting gold for export? — If 
it does amount to it, the whole proposal is otiose; 
the whole thing is superfluous if it does amount to 
that. 

11.345. Tho object really of the note claiming power 
for gold is to remove any hesitancy on tho part of the 
rilling authorities or delay in permitting that par- 
ticular part of tho mechanism to operate immediately 
in the case of disaster, the disaster being the falling 
away of the exchange to the export point.— There is 
no scope for pretexts if you have given an unlimited 
undertaking, and I cannot see any advantage 
associating your unqualified undertaking to support 
exchange with a preference to the holder of a par- 
ticular form of legal tender currency. 

11,316. There aro only two forms of legal tender 
currency, tho note and the rupee. — As f understood 
the nature of tho suggestion which you wore putting 
to me, there would ho three forms : there would ho 
the rupee, the ordinary note ns it is to-day, and tho 
special note, backed by gold, entitling the holder to 
external credit. 

11.347. 1 am sorry if f did not make that clear, hilt 
1 am assuming the present note should he changed, 
and that all future notes should he gold mohur notes 
- that is at a later period— and not two species of 
notes. — That all futuro notes should he so called ? 

11.348. Yes. You sec, the object of gold mohur 
notes is getting with absolute certainty an under- 
taking carried by the holder of tho note that ho can 
go and obtain tho gold for export without waiting 
for tho Government to say : 44 Wo will sell one day a 
week,” or 14 We will sell half a million a day,” or 
44 a million a day ”; that he can obtain freely such 
gold or gold funds as may he required for export when 
wanted; and in such quantities ns those presenting 
the gold moliur notes require. — Either your note is 
freely exchangeable for rupees or it is not. If it is 
not, you have discrimination, and T should think it 
very mischievous indeed to have a note which was 
not freely exchangeable for rupees. 

11.349. This note is exchungeahlo for rupees; it 
will he freely convertible into rmiees. -If it is frrely 
exchangeable for rupees, 1 cannot see why, of two 
positions which I will proceed to define, the first is 
bettor than the second. Tho first position, (a), is 
this : that a man holds these notes, and can get gold 
for them, and that the holder of rupees, since lie can 
get these notes, can thus get gold circuitously for his 
rupees. The second position (1 b ) is that any ho dor 
of notes or any holder of rupees can get gold for them 
directly. They seem to me to he identical positions. 

11 350. Exactly. — Except that you have established 
what seems to be a discrimination, which, with great 
respect to your suggestion, does not exist, as I think, 
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but will he thought to exist. To create a discrimina- 
tion which is not a real discrimination, and is, there- 
fore, superfluous, can, 1 think, have no good effect, 
and may have a had effect. I have really tried to 
answer you. There may bo .something which 1 have 
not yet appreciated. 

11.351. The point of tho claim is the instant right 
lo obtain gold for export without waiting, or without 
interference from any authority. — But tho thing 
which guarantees that right is the undertaking to 
give the gold for export, or lo give sterling credits. 
You have only got t.o produce a Statute or a Resolu- 
tion which embodies that, undertaking and your claim 
or right is as complete as if you produce a no to with 
that undertaking printed on it. 

11.352. Going on then to Sub-section (a), 44 Un- 
limited acceptance of imported gold at par,” would 
your method for gold going into the Currency Office 
he subsequent to the requirements of the Government 
in India having been provided, for ; or, in oilier words, 
that when the Council Bills lmVo been fully sold, that 
all futuro additions to currency should be through 
tho paper currency reserve by gold shipped from this 
side to India.— No, that is not my method. My 
method is to Have a constant undertaking to accept 
gold at par. Anylmdy who wanted to tender gold to 
tho Government could do that at any time; hut I 
should effect the remittances, the Secretary of State’s 
drawings, by hills at rales which in practice (in spito 
of that undertaking subsisting tho whole time) would 
result in trade financing itself certainly to the full 
extent of his drawings by hills rather than by im- 
porting gold and tendering it to tho Government. 

11.353. You would make tho scope of the import 
of gold wider than I have just suggested by allowing 
gold to he shipped lo India at any time and at tho 
statutory price, which is the top gold point, for 
shippers of gold always to obtain currency at the 
import point? --Well, they would obtain it at par in 
India. 

11,351. Exactly, which is tho import point. You 
would take that statutory undertaking at all or at 
any times? — Yes. 

11.355. With regard to the absorption of rupees, 
suppose the Government of India’s hoard was 75 
crores of rupees, what should we allow as absorption? 
Take India’s trade ns it is to-day: What idea have 
you, if any, or what would your opinion he, ns to 
what tho annual absorption of silver currency from 
that 75 crores might he supposed to he, over n 
period of ten years, say?- You aro supposing 75 
crores in hoards to-day? 

11 .356. No, in India* in tho Currency Office. I 
have* called it tho Government of India hoard? I 
had mistaken your meaning. 

11.357. Let us call it tho Government of India 
hoard; for what period do you think that being 
held as reserve would provide for tho country s 
absorption of rupees? -Well it is very hard to offer 
an opinion on that point. I supposo really tho 
Commission aro more familiar than I am with tlio 
pre-war absorption. I think it was about 9 crores. 

11.358. (Mr. Prrstnn .) 9 crores per annum? 

11 359. ((-hairman.) We have the figures for 
absorption in tho past years at Appendix 111 of the 
historical memorandum. 

1 1.360. (Mr. Prrslon.) Thnnk you very much?' 

It is about 9 crores, T think. 

11.361. Yes. — You have to-day a very great in- 
creased willingness to take notes. All tin* evidence 
is (and I accept it) that there is a greatly decreased 
tendency to put rupees into hoards. The tendency 
is to put gold into hoards. Looking at those facts, 
I think it would bo very rash to assume an annual 
absorption of anything like 9 crores in future. One 
cannot dogmatise about a point of that sort, hut tho 
idea which is in my head, if T have to express an 
anticipation, is that it would he more liko 5 crores 
than 9 crores. Then you spoke of exhausting what 
you call tho Government of India hoard. The hoard 
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is only that portion of the rupee holding that iB 
in excess of normal requirements for securing inter- 
ehungo of notes and rupoes -that process which is 
constantly going on. We know by experience that 
if roally pushed the Government can work on a 
very low figure; but that kind of pushing and 
anxiety is not desirable. Having regard to the 
very high volume of transactions which you seoiu to 
have in India to-day, 1 should certainly bo disposed, 
from the point of view of practical convenience, to 
keep something like 40 croros at any rate always by 
you in the future as compared with a figure of more 
like 20 to 30 crores which we thought of before the 
war. So that if £ have to inako estimates on such 
points, I would say you may get down to a normal 
holding in six or seven years. Of course that does 
not apply to the lowest point reached in the busy 
season. At a particular moment in tho busy 
season you may have got a great deal taken up, 
and tho rupee balance may go much lower; hut 
many of tho rupees so taken out would return in 
tho ensuing slack season. Apart from much 
seasonal fluctuations I think that for Reveral years 
to corao there will ho a period every year in which 
there will be some dedundaney of rupees in your 
paper currency reserve. 

11.362. Then we inay take it if we were to 
consider this position from the point of view of 
prudent traders, in your opinion it would he 
advisable for us to look upon these 70 odd crores 
more in the sense of a reserve fund for requirements 
in the immediate future, rather than adopt the 
method suggested from India, of selling those stocks 
offp — I am in general sympathy with what you say 
on that point. Of course it is a wasteful proceeding 
selling rupee silver which you may have to buy 
again after a few years, but at the same time I 
think tho Government of India have brought forward 
a point of value. Your experience and mine goes 
hack to a time when one’s credit for soundness and 
common sense would have been risked if one had 
talked of such a thing ns boiling down rupees. It 
was thought to ho a very had monetary form indeed. 
I think you would agree with me on that. But if 
you have great changes in popular habits and a 
prolonged period of depression following a period 
of great expansion of rupee circulation, I do 
think there is something to ho said perhaps for 
selling some of your surplus rupees even though it 
may, considered as a speculation, involvo soino 
eventual loss. For some years in the paper currency 
reserve in India wo have had the spectacle of tho 
paper currency reserve holding - i think at one time 
it reached an amount of 90 "to 100 crores of rupees, 
when certainly 40 crores would have been ample 
for maintaining the convertibility of tho note. From 
tho point of view of stabilising exchange and moro 
rapidly effecting deflatation, which the extra- 
odinary post-war conditions left as a burden on 
most countries, it might have been well to have got 
rid of some of that silver. I would not veto such 
a suggestion. 

11.363. In pre-war times it used to he rather tho 
policy to endeavour to work round on a stock of 
about 20 crores of rupees? — Yes. I put it just now 
at 20 to 30. I forget the exact figure. We tried 
to start the busy season with a high balance, and 
allowed it to run down towards the end of tho 
busy season. 

11.364. So that if we take India’s trade to-day, 
which roally is twice in value what it was in pre- 
war times, you would look upon a reserve of 40 as 
more suitable to the occasion P -Yes ; I am not dog- 
matic ; about 40 to 50. 

11.365. So that as we have only 75, it would not 
leave much margin for selling P— No. You have got 
prices adjusted and trade re-established, and I take 
it you may now expect the demand for rupoes te 
revive. 

11,966. You do not think we want an amount of 
further rupees above 40 to 50 crores P— No: the 


position now is that, though you have got a re- 
dundant stock still, you arc at the end of your 
period of depression, i hope, instead of just 
beginning it. This would not be tho time, apart 
from the fundamental changes in the system which 
have been proposed, for starting selling redundant 
rupees. 

11.367. You think what wo ought to do now would 
be to have round about 40 crores of rupees as a 
standing stock? — Yes. 

11.368. (Sir Manuckji Ihulabhoy .) In the course of 
your examination you found fault with tho Govern- 
ment of India in laying too much emphasis wrongly 
on the currency side of the gold standard? -i 
expressed a different view as to how the emphasis 
ought to be laid, yes. 

11,309. You left the country about 14 years ago, 
1 understand P — You arc not counting periods of 
leave which 1 took, aro you? 

11.370. No. I left .the country finally in May 
1917, between 8 and 9 years ago. 

11.371. You will admit that sinco you loft India 
things have moved very rapidly in that country? — 
Yes, certainly. 

11.372. Just before tho war we had the Chamber- 
lain Commission Report, and then the Babington- 
vSimth Committee’s Report, which was issued in 1919, 
and on which you were one of the members ?— " Yes. 

11.373. The result of both those reports have been 
found fruitless and nhortive? — Well, I do not know 
that. You must not think anything 1 may say in 
answer to your question when you complete it, 
includes those particular remarks. But I do not 
want to argue it at all. You are giving a recital 
which is leading up to a question, [ think? 

11.374. Yes. I will put it in this way. The main 
prognostications of the (’em mission were not ful- 
filled. The dislocation after tho war was so serious 
also that tho Government of Iudia had to issuo 
Ordinances and pass restrictive legislation for the 
import of gold into India, for tho transport of gold 
in the country, and for the dealing with rupees 
in tho country, and iu other directions. Do you 
think in view of all those circumstances tho desire 
of the Government of India now to give some stable 
form of currency to meet- tho desiro of tho people 
is either extravagant or reprehensible? — I would just 
liko to allude for a moment to something you said 
just now. Wo aro very old friends, and you will 
midVrstand I am not taking exception to what you 
said. 

11.375. No. — I would just like to allude for a 
moment to your remark that 1 left India a long 
time ago. It has been no desire on my part to 
come and give evidence hero. I have been invited 
to do so by the Commission. 

11.376. We are very grateful to you for giving us 
your views. - I am sure not only yourself but tho 
whole Commission will understand that whatever I 
have said here is merely by way of frank response 
to what 1 take to be the wish implied in the Coin- 
mission’s invitation to me to give evidence. 

11.377. (Chairman,) I am sure the whole Com- 
mission feels that tho evidence from one like your- 
self who has such long experience and such 
intimate knowledge of the circumstances, is of the 
greatest possible value. 

11.378. ( Sir Maneckji Dadabhoy.) I quite agree? — 
Your question was whether I think the Government 
of India were wrong and reprehensible in desiring 
to give India a stable currency? 

11.379. And the people? — Yes, and tho people. I 
think that so far from being wrong and repre- 
hensible they are right, and if it wore my function 
to do so, I should say they are greatly to be com- 
mended for desiring to give India a stable currency; 
but where I differ from them is in thinking that 
stabilty of their gold standard, which is the thing 
you want to have stable, will be enhanced to any 
material extent by the institution of a gold cur- 
rency; that is to say, by the provision that gold 
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shall bo llio full legal tender currency in the country 
and adequately supplied for that purpose; and tho 
further provision that tho rupee shall not ho full 
legal tender. 1 think those proposals do not con- 
tribute materially to the admirable aims which the 
Government of India have in view in proposing a 
stable standard in India. 

11,880. Quite so; but then some sort of beginning 
would have to be made to attain perfection later 
on in tho system. — The full idea of stability, you 
moan ? 

11.381. Yes. — But I think the full idea of stability 
can be attained without a gold currency. 

11.382. Without a gold currency? — That is my 
view. 

11.383. Tn paragraph 4 you also stated that: 
“ India cannot expect an equal voice in this 
determination of common policy, but sho should get 
what hearing she can.” What do you mean by 
this reference to 41 hearing ” — which hearing, and 
from what parties? Is it from European countries, 
or from England, or the United States, or what aro 
you referring to? — Perhaps that is not a very good 
phrase for a scientific document, if it were scientific, 
which 1 can hardly pretend; hut 1 take it that it 
will he tho practice in future for the controlling 
authorities of tho great gold standard systems of 
tho world to co-ordinnto policy, or to deliberate 
together about policy and acquaint one another with 
their views from time to time, at any rate for some 
time to conic. I desire very greatly that India shall 
not bo wholly excluded from any such collaboration 
if she adopts llio gold standard and if she takes 
her sliaro in the burden of tho gold standard by 
maintaining a stock of gold. I say in tho passage 
which you quote that she cannot ho an equal purlner 
because you would admit, 1 am sure, ns everyone 
must admit, that she is not from tho monetary 
standpoint so great a factor ns London or New York. 

11.384. Of course not.— But I wish her to have 
all the significance attached to hor opinion that her 
economic weight deserves. I am entirely with 
Indian thought in wishing Lidia to stand on her 
legs and he as big a figure in the monetary world 
as her economic power entitles her to he. 

11.385. Quite so; hut the eo-ordi nation that you 
refer to is that which will .subsist in ease sho 
obtains a gold standard in the future; hut was 
she over invited in tho past to co-ordinnto in tho 
settlement of tho world’s monetary policy P— Well, 
there was no regular practice, ns far as I know, 
of the kind of co-operation that has arisen since 
the war in very special circumstances and is still 
on an absolutely informal basis. So that though 
I venture to talk of it in this Commission, I have 
no authority for so talking beyond tho resolutions 
of the Genoa Conference on the one hand, I think 
I am right in saying, and what I see in tho news- 
papers on the other. T do not profess to bo on tho 
inside in tho London monetary world at all. 

11.386. You have also given two extracts from 
clauses 2 and 3 of the Genoa Conference. Tho 
Genoa Conference was summoned for the settlement 
of European monetary problems. At that time thero 
was no question about tho monetary problems of 
any other country, or of India. Am T not right in 
my assumption on that? — It is a little difficult to 
reply to that. Perhaps you will take this as a 
sufficient answer. It was undoubtedly primarily 
a matter of European monetary reconstruction that 
was thero considered, but the whole world was before 
the people that sat thero. I hesitate to give you the 
categorical reply you want because, for instance, 
no one sat there in ignorance of the special position 
of the United States, and it is, in fact, tho United 
States which is co-operating in this informal con- 
sultation as regards monetary policy from time to 
time. 

11.387. With regard to this equal voice in deter- 
mining a common policy, do not you think India with 
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her favourable exports and with her balance of 
trade is entitled to an equal voice in tho deter- 
mination of monetary policy? — Well, she is not a 
great money centre. Sho has not the power of 
influencing world monetary conditions that New 
York and London have. I think I have really 
staled with some precision, so far as such an 
indefinite matter admits of precision, my real view 
as to India’s claims in tho matter, and l do not 
think l can got it very much more precise. When 
you say entitled to equality, I think you open up 
points which might lend us into a lot of debate. 

11.388. In paragraph .11 you state: u But however 
that may be, I think the great advance which India 
recently lias made in the use of notes should pre- 
clude the idea of so retrograde a stop as tho forcible 
introduction of gold.” In common with Mr. Kiseh 
you have used those words: 44 forcible introduction 
of gold.” Am i to understand this only has 
reference to taking away silver rupees from circu- 
lation, or that it has any other extended meaning 
or import? I can assure you that the identity of 
phraseology — 1 do not remember seeing the passage 
in any memorandum of Mr. Kisch’s— is quite a 
coincidence. Fundamentally, the present proposals 
of India are for the forcible introduction of gold as 
distinguished from the policy, sometimes hnlf-hoartod 
and sometimes vigorous, which was followed by the 
Government of India before tho war in passing gold 
into circulation in tho hope that it would stay there. 
Tho Govern moti t of India are now proposing to ndopt 
a systematic policy which will in courso of time lead 
to tho step of declaring that tho rupee is not full 
legal tender. It is in that sonse that I describe 
one policy as a measure of forcible introduction of 
gold, while tho other is a measure calculated to 
introduce gold into circulation. 

11.389. That is tho view you take? — Yes. 

11.390. Tn tho footnote to paragraph 13 wlioro you 
refer to gold currency, you say: 44 If a gold currency 
had to ho introduced it is a question whether this 
could not bo done with less risk and upheaval and 
also cost by discontinuing rupee coinage und issuing 
notes and gold until normal wastage and tho growing 
aggregate demand for currency has reduced tho 
extant rupees to a quantity only sufficing for every- 
day retail requirements.” Tn other words, as I 
understand, you are opposed to a gold standard, 
because von stated that if Tmlia can obtain tho 
gold and can get tho storks, and so on, and can 
manage it without causing more risk, then India 
could have a gold standard. I would like you to 
develop this argument a little. I am afraid thero 
is a misunderstanding. 

11.391. (Chairman.) [ will remind you that when I 
asked Sir James questions with reference to this 
footnote to tho memorandum, ho said this was 
subject to his general view that ho was not in favour 
of gold currency. 

11.392. (Sir Mnncchji Tiadahhoy.) Ho is not in 
favour of it, hut ho as also stated that ho does not 
object to it if India can have stocks of gold and 
is in a position to maintain them. 

11.393. (Chairman.) I understand from Sir James’s 
answer to my earlier questions, that he was not in 
favour of gold currency under any conditions. — That 
was the intention of my answer. Perhaps I may 
explain this. I was doubtful about putting that in 
at all for the foar of creating the very misunder- 
standing which Sir Maneckji seems to have enter- 
tained. It was for that reason that 1 put it in a 
footnote. I should probably have omitted it alto- 
gether except that I had used certain words to which 
tho footnote is appended : 44 Rather than of the 
tentative statesmanship essential to such an enter- 
prise.” I felt I ought not to leave the word 
44 tentative ” entirely in tho air. It was all vory 
well criticising tho Government of India for not 
being tentative, hut I had to attach a meaning to 
tho word, and so I put in that footnote. 
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11,394. ( Sir Mnneckji Dadahlioy.) 1 accept your 
cxpuiiation, hut 1 any supposing that you have to do 
it, wiiftt would you say then? I wish you to develop 
l hut aspect of tho cast*. If (lie Royal Commission 
cuiiio to decision to recommend tho introduction of a 
gold currency, then, though I personally, for what 
my opinion is worth, should ho utterly and em- 
phatically opposed to such a proposal, l would desire 
to put before them tho alternative of considering 
whether a loss drastic method of introducing a gold 
currency would not ho preferable. 

11, JDS. L have only ono question in connection 
with ratio: You have recommended in paragraph 14 
that the rupee should ho stabilised at Is. 6d., tlm 
rate already established. This ratio, os you uro 
aware, has been running since about October, 1924. 
l)o you think that prices have adjusted themselves to 
this ratio during this short interval of eighteen 
months ? — -Well, 1 would say in reply to that that 
tho emergence of tho Is. Gd. rate is merely tho 
culmination of a process which has been going ou 
very steadily for some time. I suppose one may 
take December as, roughly speaking, tho lime of 
special pressure and high exchange. In December 
of 1922 the rate was, rounding the figures slightly, 
Is. 2 Id.; in December, 1923, the rate was Is. 3j{d.; 
in December, J924, the rate was Is. 5fd. ; in 
December, 1925, and now, the rate is fractionally 
over Is. Gd. It is the natural culmination of a 
process which has been going steadily forward with- 
out check. I think, as regards a possibility of a fall 
in the exchange (which, I presume, is what is in your 
mind though there is also tho possibility that tho 
rate of Js. Gd. may he regarded as to low a rate) 
that if this Royal Commission had been appointed 
a year later, and tho rate was still Is. Gd.— it would 
not have gone appreciably ahovo it, because tho 
(Government are preventing that— then it might have 
been justifiably felt tliut the Is. Gd. rate was more 
an established rate than it can now lie felt, to he. 
But the appointment of the Com mission, of course, 
changes the whole situation. It put you to a definite 
choice of either (1) stereotyping the present rate, 
or (2) naming sumo other rate to which you will 
work, or (3) miming a policy of temporarily waiting 
and seeing. If there is somo possible ground for 
criticism of tho present rate on tho ground that 
it has not been established for a long enough time, 
I should consider that as completely overborne by 
the utter mischievousness (as I think, if that course 
can ho avoided without unsoundness of judgment) 
of actually naming and recommending a lower rate 
than Hint which is now in force, or, alternatively, 
adopting a wait and see policy. It is a very serious 
thing to announce to the world that the rate which 
does seem to the whole world established, at any 
rntn in the practical sense, whatever may be thought 
from the scientific? point of view, is a rate that you 
do not mean to maintain, and that you aro simply 
waiting for it to fall if it can. That creates a 
very had situation, \ think. 

11.396. Those are your reasons for adopting Ibis 
ratio, hut my question was: Have tho prices 
sufficiently adjusted themselves to this ratio? — Well, 
I have given you my opinion on that, I think, from 
what I hope is tho most practical and helpful stand- 
point. If T were in the responsible position in which 
the Members of this Royal Commission are, 1 should 
look on Is. Gd. ns a sufficiently established rate to 
justify its being recommended as a rate for future 
adoption. 

11.397. Then this would be a sort af compromise 
rate? — No. 

11.398. You say “ No.”-— When you say “com- 
promise rate,” you mean a compromise between 
fa) and (6), but I do not know what your (a) and 
(h) aro. 

11. 399. I thought we were to infer from what you 
havo just stated in the circumstances that it would 
bo a compromise, and it would be a judicious policy 


to udopt this In. Gd. rate. — What is tho compromise 
between? I do not wish to he dialectical, hut I do 
not understand tho senso in which thto word “ com- 
promise ” is used there. 

11.400. Between any lower and higher rate.— I do 
not think the word “ compromise ” really has appro- 
priateness there, in preference to the alternative 
of recommonding a lower rato and in preference to 
recommending a higher rate- 1 would say that. 

11.401. You put it in that way — in preference. 
Was not tho continuance of this rate duo to tho 
adventitious circumstance of five good harvests? — 
The providential circumstance. 

11.402. It lias been providential?- Yes. If wo hud 
lmd had harvests, and if the governing authorities 
of India had been caught by a serious depression 
of trade at a time when their future policy was not 
settled, then 1 agree with you that the rate of Is. Gd. 
would probably not have been maintained; it would 
have dropped again; hut 1 think that any rate will 
remain adventitious in that sense, and until you have 
a policy ol supporting it, it will not he maintained 
when you have a bad harvest, hut it will fall. 

11.403. Then, in your opinion, tho chances of main- 
taining this rate are greater than maintaining any 
other rato? — You aro taking me on tbieory, as I 
understand it. 

11.404. I am taking you on your own conclusion.- - 
My practical opinion is that you can maintain this 
rate. My theoretical opinion is, subject to your 
amassing proper reserves in advance and allowing 
time tor prices to adjust themselves, that you can 
maintain any rate you like. 1 would like to keep 
within the points of practicality, and we will not talk 
any more about 2s., hut I think you see what I 
mean. I think if you would like to go down to 
Is. 4d., you can get down there, and you can main- 
tain exchange there, if you like to go* up to Is. 8d., 
just as t.in> (Government of India has successfully and 
unobtrusively gone up to Is. Gd., I think you could 
do that, and I think you could maintain exchange 
there. 

11.405. In paragraph 20 you refer to Indian con- 
ditions, and you say: ‘‘1 deduce that Indian 
conditions are somewhat spcciully adverse to the 
efficiency and smooth working of a gold standard 
system.” Wlmt conditions do you specially refer 
to for this statement?— 1 think that really is ex- 
plained by tho proceeding .paragraph, hut what 1 
havo in mind before everything, as l said at the 
beginning of my evidence, is tho hanking ami dis- 
count policy side of the question. 1 think that the 
tendency of thought and experience of monetary 
questions has been to pass away from overwhelming 
emphasis on gold in reserves, and gold in ourreney, 
ami gold realisable from credits, to tho banking 
side, and the discount policy side, and the regulation 
of credit and prices. You cannot havo that system 
in full vigour unless you have an organised and 
interlaced hanking system throughout the country. 
“ Interlaced ” is not, perhaps, a good word, hut J 
mean what I may call the pyramidal form of 
organisation : you must have eventually at the base 
a great extension of banking facilities, so that credit 
operations, and not cash operations, are the muin 
feature of the country’s transactions. You must have 
that hanking system at the base, co-ordinated up 
to some central directing point at the lop, and then 
you have tho possibility of effect ivo discount policy. 
I do not protend that the ideas 1 havo expressed are 
original so far as they are correct, nor do 1 profess 
to ho an authority on banking matters, but that is 
my conception of tlio situation. That is where I think 
the Indian position is still weak. I think it is in that 
direction that possibly it may be the privilege of 
this Royal Commission, if the views I havo expressed 
are the right views, to do fundamentally good work 
for India. I think that answers your question. 

11.406. (Sir Henry Straknsch.) May I take you to 
the last part of your Memorandum, where you deal 
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with the question o£ establishing a central hunk. 
Right through your Memorandum you seem inclined 
to recommend the establishment of u central bank, 
and also you have said so in the course of your 
evidence to-day; but you conclude in Section VI l 
paragraph 24 of your Memorandum that your 
inclination is to postpone the true central hank for 
the present. May I ask why you recommend that a 
central hank should, for this present, not he estab- 
lished? — You will understand that this Memorandum 
in tho first shot (as it were) at a co-ordinated 
expression of one’s views, and that one gets to see 
things more dearly as one thinks them over, even 
afterwards, especially under the stimulus of dis- 
cussion. Before 1 specifically answer your question, 

I would like to say, as I have been trying to say 
ill effect all through my evidence, that there are two 
points that I take on this hanking question : one is 
that if a live, effective, true central hank can he 
established to-day in India, that is far the best 
solution, and 1 look with some apprehension on the 
endeavour to transform a commercial hank into a 
central hank without any radical restriction of its 
commercial functions; hut 1 have not felt that I 
liad the authority or knowledge to eomu before tins 
Royal Commission and say I recommend you to 
establish a central hank, because 1 have not tho 
authority and knowledge to say that a central hank 
in the limited Indian money market would have 
enough vitality and enough work to do, and could 
function efficiently. That is my first point: 1 want 
a central hank, hut I do not regard myself as a 
person who has the right to say that there can be a 
central hank. M.v second point, put forward with 
some hesitation, is that 1 am so clear as to the 
prime import a net* of the development ol hanking 
throughout India, and of the transfer of monetary 
administration and remittances, and so forth, to 
hanking control, with whatever degree of (iovern- 
uieiit association may he required, that if the central 
sink is not possible, T would sooner run such risks 
ns attach to making use of that splendid agency 
which already exists in India, though it is not a trim 
central hank, than hang up the whole thing alto- 
gether. Now, coming to your particular question, 
when L sav “ My inclination is to postpono the true 
central bank,” I think it is a sentence I should like 
to amend; hut, taking it as it is, the position was 
that I was under the impression that there was some 
doubt as to whether it is possible to establish a 
central hank in India, owing to the limited character 
of the work available for it, and so on. So that if 
l had to express an opinion one way or the other. 1 
was disposed to say, not feeling sure that a central 
hank can he usefully established now, that my in- 
clination would ho to try and do what we can with 
the hank we have. T think that makes my position 
clear, though it is a. little hesitant. 

11.407. If I understand you correctly, you would 
rather hand over the management of tho currency 

• to the Imperial Bank as it is at present constituted. 
|f wo cannot have a true central hank. 

11.408. If we cannot have a proper central bank? 
-- That is right. 

11 400. Your hesitation about it is founded on a 
doubt whether, with tho present lmnkjng organ- 
isation, a central bank would have its plaro in tho 
country ? — Yes. 

11 410 You rather think that a hanking organ- 
isation diould be built up first, ami tho m 
nieeo should l)o the wntrnl bonk? I want tho contral 
bank to he brought in us soon as it can bo done, 
but it obviously cannot bo brought in until hanking 
organisation has reached a certain point. Whether 
that point ha* been reached or not, T do not feel 
I have authority enough to pronounce. 

11 411 Let us suppose, for tho purpose of this 
examination, that a “ pnkha ” central bank is 
established : you would rocommond-you refer to it 
twice in your memorandum— that tho Government of 


India, and the Secretary of State, should he closely 
associated in determining the higher monetary 
policy of tho bank. Dealing first with tlm association 
of tho Secretary of State in London w ith a view to 
carrying out the recommendations of the Genoa Con- 
ference, may 1 remind you Unit tho Genoa Con- 
ference also recoin me mis that “ hanks, and specially 
hanks of issue, should ho free from political pressure, 
and should he conducted solely oil lines of prudent 
finance.” — Well, there is rather a misunderstanding 
there, for which l am entirely responsible: At tho 
end of my Memorandum L come quite definitely to 
the distinction between what 1 call the true central 
hank, the pukha central hank, and a great hanking 
institution enjoying Government support hut not a 
true central hank, in the early part of my Memo- 
randum I had not that distinction prominently in 
mind: I had chiefly in mind tho Imperial Rank 
invested with these functions. The general tendency 
of what I say and what [ think is that tho nmro 
wo transfer work to the Imperial Rank of India, 
w'illiout any radical modification of its constitution, 
tin' moro necessary it is that tliero should he visible 
Government association with that hank; hut if, 
instead of such uu arrangement, you set up a true 
central hank, then the particular standpoint from 
which I recommended close Government association 
would disappear. That question would have to hn 
approached from a slightly different standpoint. 
One point one lias to consider in the circumstances 
of India is the personnel available: you have dis- 
tinguished hankers, and you have distinguished 
commercial moil in India, hut whether you take 
officials or whether you lake non -officials in India, 
or whether you tako both together, I do not helievo 
there is sueh an abundance of first-rain inen that 
you can afford to dispense with the best stuff you ean 
get. I think the best central hank, as regards non- 
official personnel, which you could start in India 
would have to he, probably, for some time, 
strengthened by the liest personnel from the official 
element. Similarly I think if you are considering 
tlm converse case of Government management of 
the currency, there is no doubt at all that the best 
official element would he* strengthened by association 
with it of the best commercial element. You cannot 
afford to waste good men in India, because you have 
not got. loo many. That is one standpoint. 
Another is (though I. am aware of that Resolution 
of tho Genoa Conference which you have just cited 
to me) that T understand it is tlm practice in 
regard to Stale Ranks that the Government should 
have a certain voice in the appointment of the 
higher direction of the hank. T think (though I nvn 
subject to correction there, because I do not know 
much about the American system) that it is the case 
that the Secretary of the Treasury in America is 
Chairman of the Federal Reserve Roard. 

11,412. Tn other words, what, you have in mind is, 
if a real central hank were established, the appoint- 
ment of tho Governor, ami Deputy-Governor- ami 
possibly the appointment of a minority on tho 
Roard? Yes, 1 think I would say that. 

U f 4i:l. f think you suggested that, if the manage- 
ment of l ho currency wore handed over to a real 
central hank, it would nevertheless ho ad visa bio to 
retain tho present custom of keeping two reserves, 
tho paper currency reservo and tho gold standard 
reserve, as they are to-day. Do you see any 
particular virtues in keeping two separate reserves? 
-No I do not. T told the Chairman, in answer t:> 
a question, that 1 do nut profess to have come with 
cut and driod proposals on uvury point, but if you 
have got your real central hank I can see no 
sufficient justification in handing over the paper 
currency reserve to the central bank and the gold 
standard reserve to the Government, which I _ think 
was the proposal that Mr. Keynes made in his 
proposals for u State Rank in 1913-many yearn 
have gone by since then, of course— or in handing 
both over to the central bank and maintaining them 
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an separate reserves. There is a little mechanical 
difficulty in lumping the assets of tho gold standard 
reserves into the paper currency reserve at this 
moment, because tho assets of the gold standard 
reservo exceed the uncovered assets of tile paper 
currency reserve, so that you would actuully get a 
surplus strength. I think the hook debt portion of 
the paper currency reserve is 40 to 60 crores, and tho 
size of the gold standard reserve is 60 to 55 crorcs. 
What I should be disposed to do — it is no solution, 
but it is merely a form of putting it on paper is 
to settle first what you intend to have in your 
paper currency reservo as a permanent uncovered 
issue— the hook debt portion — and put in the assets of 
tho gold standard reserve to roplaco tho rest of 
the present book debt. Say you take 20 crorcs, 
and say the uncovered issue is now 45 crorcs, put 
in 25 crores of the gold standard rcservo so ns to 
make good tho reduction of tho book debt. Then 
the only use you could liavo for the remainder I 
think would be simply to hold it to food tho paper 
currency reserve for the further support of tho 
exchango eventually you would take out rupees when 
those were redundant, and replace them in the paper 
currency reserve with gold, or securities so. that tho 
paper currency reserve would como before the mone- 
tary world of India as the main reserve which guaran- 
teed the convertibility of the note and tlm main- 
tenance of the exchange, and the surplus assets 
would simply he so much surplus assets. 

11.414. That is only a mechanical way of 
presenting it. I said so. 

11.415. Your view being that if a central hank 
is established, a singlo rcservo would do tho work 
equally as well as, in fact hotter than, tho two 
separate reserves? — Equally well, and witli less 
obscurity. 

11.416. Because both reserves servo to maintain 
the external value of lokmi money? Yes. 

11.417. One tho note and the other tho rupee coin. 
Well, T do not like to make a sharp distinction like 
that. The assets of the paper currency reserve are 
so largely in fact maintained to support the 
external value of both tho notes and the rupee 
that 1 do not like to make any distinction between 
notes and rupees in that respect; I think it is a 
wrong distinction. 

11.418. (Sir Reginald Mant.) In paragraph 12 of 
your memorandum you say: “ I think that the 
(Government of India Memoranda are right in 
seeking for some clear decision as to. tho future 
place of gold in the Indian monetary system. Wo 
should work definitely towards a gold currency, or 
definitely adopt ns normal practice tin* use of gold 
exclusively for supporting exchange.” I gather from 
your memorandum and your evidence that you are in 
favour of the second alternative? — Yes. 

11.419. You would use gold exclusively for sup- 
porting tho exchange? Yes. 

11.420. I want to ask you why in that same para- 
graph you say that you would lt allow tenderers tho 
facility of getting gold converted into sovereigns; 
and recognise the sovereign ns legal tender.” lt 
seems to me that is not quite consistent with the 
object which you favour of using gold exclusively 
to support tho oxcliungo P — I think there is no incon- 
sistency. By the words “ the use of gold ex- 
clusively for supporting exchange ” I mean the use 
of gold in our reserves. You will see the saino 
point put in Mr. Kiseirs memoranda, lt seems to 
me that considering tho enormous extent to which 
gold is held and freely handled and interchanged in 
Tndia that it must he for many people a considerable 
convenience to hold gold in the form of a unit 
which had a definite weight and definite fineness 
and definite value. It could always be used as 
bullion if they preferred it, but on occasion, when- 
ever they liked, if it is made legal tender, and if 
gold that is brought in is minted, as far as people 
desire it to be minted, its holder, whoever he is, 
can get the maximum advantage out of it. That 


is all I mean. I am not frightened of too much 
gold getting into circulation in that way. The 
suggestion 1 make here is not an attempt to satisfy 
aspirations for a gold currency. It is merely an 
attempt to give people in India a certain facility 
in respect of tho gold which they are, in fact, 
constantly holding. 

11.421. In making it legal tender you provide for 
the use of gold for currency as well as for export 
in your scheme. — Being logal tender gold put by 
originally for saving could he readily used at any 
time n.g. f to pay a debt, lt would not lie necessary 
for the owner to sell liis gold first in order to get 
currency. 

11.422. You arc not apprehensive that that would 
stimulate* the iiho of gold as currenoy, which is an 
object you do not wish to achieve?--! do not wish 
to stimulate the use of gold as currency, bnt I do 
not object to people so using it if they like. I do, 
as f say, subscribe to tho view that Tndia should not 
be hampered in obtaining the gold she requires. 1 
might have added, in using the gold she requires. 

11.423. As currency? — As currency. 

11.424. In paragraph 21, Section B, you refer to 
the question of deflation, and in your answers to tho 
Chairman you elaborated that point? — Yes. 

11.425. I gather that your view is that there 
should ho a legal obligation to provide foreign 
exchange at all times? — Y ob. 

11.426. Whether the agency is the (Government 
or a central bank?- Yes. 

11.427. Your anxiety is chiefly to insure that tho 
provision of that exchange should secure tho 
necessary deflation? — Yes; that is one of my 
anxieties— one of my wishes. 

11.428. Wo have had the contrary anxiety ex- 
pressed before us that if irn impose a cast-iron 
obligation of that kind deflation might, at times, 
cause severe monetary stringency, and some safe- 
guard or safety-valve should be provided. Have you 
any views on that point? — I have very strong views 
on the point. You said: “A cast-iron obligation 
of that kind ”? 

11.429. A legal obligation to provide foreign ex- 
change without limit in exchange for internal 
currency.— I mn sorry T had not quilo understood 
you. May I add just ono correcting observation, 
and then say what 1 do now understand? 1 meant 
in my answers to the Chairman to explain that I 
did not think the obligation to deflate could bo 
cast-iron. 1 want that to be understood. How- 
ever desirable deflation may be at a time when you 
are providing reverse remittances, I do perceive 
that you probably cannot have it absolutely cast- 
iron, and I pointed out that with* tho (Government 
balances too there would lie difficulty, and that I 
thought the Central Bank might be trusted to 
wisely hold the reins in tho matter of policy with 
regard to tho extent to which it deflated, and to 
the extent to which on special occasions it allowed 
romu departure from the rule of strict deflation. 
Now I come to your question, which I think really 
means this, does it not? That from tho standpoint 
you have mentioned we ought to hesitate in accepting 
an obligation to provide unlimited reverse remit- 
tance, because, in one way or another, it implies a 
corresponding obligation to dcflnto to the same ex- 
tent. 

11.430. Practically, I think, it does because in the 
normal course the sterling or gold reserve would 
lie used by the Central Bank for meeting the 
demands for foreign exchange, and so far ns those 
reserves were used deflation would necessarily follow. 
— Well, I do not see how you can get a gold standard 
without an undertaking either to provide unlimited 
gold for export, or to provide unlimited external 
credit. I do not see how you can give way on that 
point. Though I do not agree with the gold cur- 
rency, I heartily agree with Indian opinion in 
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wanting a real gold standard, a stable standard, 
looking back — you and I look back over many years 
of experiment and experience — I cannot think that 
this stated weekly amount procedure is at all con- 
sistent with a really stable standard. Therefore, 

1 do hold to it tli at thoro should be an under- 
taking to provido unlimited external credit, 
or unlimited gold for export. Therefore, if that view 
is adopted and the difficulty you mention arises and 
has to be met, it iniiNt be met on the deilation side 
— that is, you may havo to provide for permitting 
deflation not to take place to the full extent. 1 
believe that will he the main difficulty with a gold 
standard. The point is one of much interest to me, 
and I think it must be to you. in the earlier dis- 
cussions, and there havo been constant discussions 
as to what would constitute an adequato gold 
standard reserve, I do not remember anyone ever 
asking what amount of deflation can India's 
monetary system stand. People have talked of 
£40,000,000 or £50,000,000, and so on or of letting 
the reserve grow indefinitely, hut T think probably 
that our assets to-day have reached a figure which 
is beyond the amount of deflation which India could 
or would stand when it came to it. T can only say 
that tho normal procedure should bo to allow 
deflation to take place and that if it threatens, as 
some of us think it will threaten, to he excessive, 
you will havo the best solution of that difficult 
question if you havo functioning there already a 
Central Bank with the necessary wisdom and the 
necessary impartiality. That is tho best I can say 
on that point. I think it is a fundamental difficulty 
ahead of us in the future, but 1 would not meet 
that difficulty by derogating from the completeness 
of the gold standard in form and constitution. 

11,4:11. ( Sir Pv mho lunulas Tluikunlus.) Tho com- 
mercial character of the Imperial Bank which you 
consider to ho u drawback for l Im purpose of a 
Central Bank is also, according to your statement, 
a source of great, utility for the development of 
banking in India? — That is so. 

11,4.M2. What would be your view with regard to 
any suggestion that tho commercial activities of tho 
Imperial Bunk should ho transferred to some other 
institution? — -My idea of tho Central Hank would 
ho that if it were started tho present Imperial Bank 
would remain with its complete commercial 
character, and certainly I should think, with some 
freedom from the restrictions which now hamper it 
because of its close association with the Government; 
hut the Central Bank would, in tho first instance, 
havo control of tho (lover 11 meut balances, and so 
forth. Naturally, it would utilise those great 
institutions which already exist, and those balances, 
1 take it, would he put at the disposal of trade 
through tho Imporial Bank in tho main. I do not 
know if I havo made myself clear. 

11,4$!. I merely wanted to got clear if l havo 
understood you correctly that under no circumstances 
would you entertain tho idea of the Imperial Bank, 
and tho Government through the Imperial Hunk, 
abandoning tho very useful work that is being done 
in tho development of tho banking system in India? 
— No. 

11,434. You would attach very great importance to 
thatP — I attach very great importance to that. 

11,436. You just said with regard to the Imperial 
Bank as it at present exists, that its activities along 
commercial lines are hampered, and T understand 
you would liko some of the restrictions to be re- 
moved P — Perhaps I was a little incautious. I have 
not studied tho question reeontly at all closely. I 
do not remember, for instance, at this moment, 
what is the exact position that the Imperial Bank 
now holds as to borrowing in England. That is one 
of the restrictions which, if it still exists, I think 
ought to be removed; but it probably lias already 
been removed. All I mean to say is that their 
charter or their statute*, if they submit such a 


request, should he re-examined nml tho fact of a 
Central Bank being established might be found to 
justify tho relaxation of restrictions which have 
hitherto been considered necessary. 

11,430. In that case, what valuo do you attach to 
complaints from other hanking institutions in India, 
principally exchange hanks, that the monopolistic 
character of the Imperial Bank will ho increased 
still further if the Note issue is handed over to it? — 

1 attach great value to any representations which 
tho exchange bunks might put forward in the event 
of important changes in tho hanking system. I recog- 
nise that there may be real difficulties, and I cannot 
pretend to tell this Commission bow 1 think they 
would havo to bo met. 1 would like to put this 
point first. If you do not have a central bank, and 
you do invest the Imperial Bank with these func- 
tions which the Government of India proposes to 
transfer, by that method you create a situation in 
which tho exchange banks might have greater cause 
of complaint than they would if you have a central 
hank. That L fool sure of. Hut in the other case, 
too, this is, with a new institution like a central 
bank at tlio top and the Imperial Hank with its 
great organisation working in close alliance with it, 
hardship might, certainly be tolt by tho exchange 
banks which they might find it necessary to repre- 
sent. One of my difficulties in saying more than I 
havo said in my memorandum about the imssihility 
of giving this extra work to the Imperial Bank was 
Hint I felt I really should not venture to olfer an 
opinion, if l were still a person in some measure 
of authority, until I had a real talk with tho Imperial 
Bank people and with the Exchange Bank people, 
and had heard a complete interchange of views. 

11.437. L take it that you would agree that on 
principle you would not attach much importance to 
any representation by tho exchange hanks, but on 
specific points you would ho disposed to examine 
their representations? — I think you havo got my 
view in substance. 1 would not allow' the exchange 
banks to stand in tho way of far-reaching reforms 
nml developments, nml I do not think the exchanges 
banks would want to do so. But they have done 
great work for India and deserve very great con- 
sideration, and they may be prejudiced by tho 
change's which arc being considered. Accordingly 
their situation would have to be considered very 
carefully. 

11.438. Oil specific points? — Yes. 

11.439. In paragraph 4 you suggest that there 
should ho established machinery for joint consulta- 
tion between the Governor ol the. Bank of England, 
the Loudon representative of the Imperial Bank of 
India, nml a representative or reprc.se 11 ta lives of Dig 
S ecretary of State in Council. May J ask why you 
say there should ho a representative of the Secretary 
of State in Council?— I ihink your people will stand 
higher in London if they are in close touch with thu 
Government. 

11.440. In touch with the Government? You moan 
by Government, the Secretary of State and tho 
Government of India? I think it is true that they 
would stand higher with strong representation in 
London; hilt also— to eoino to points of principle- 
I am not prepared, ns a matter of principle, to con- 
cede that the Secretary of State in Council can 
disinterest himself in everything concerning tli© 
monetary welfare ol India. The exact manner in 
which ho shall interest himself may vary a groat 
deal, according to whether you havo a ventral bank 
or not; but that lie can bo disinterested is a thing 
1 cannot admit. Ho has a great responsibility to 
tho holders of Indian stocks in this country- where 
they nro Trustee stocks — and, as I say, ho has a 
right in theory, I think, to ensure that he is fully 
represented. In practice a groat doal depends — in 
determining the manner of control or intervention 
or oversight or contact even, putting it as low as 
that— a great deal depends upon the particular 
system you have, 



60 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


8 March , 1926.] Sir James Biiunyatk, K.C.8.I., C.I.E. 


[ Continued . 


11.441. The Committee hero of the Imperial Bank 
is an advisory Committee, as you know? -Yes. 

11.442. As you may, perhaps, be aware, there is 
already the Governor of tho Hank of England on 
that Board?- Is ho on the Board? 

11.443. Ho has been on the Advisory Committee 
from the very beginning? — 1 did not know ho had 
any formal function. I know he is in close touch. 

11.444. On the Advisory Committee there is the 
Governor of tho Bank of England and a representa- 
tive of the City, at present Sir Malcolm llogg— with 
the liondon Manager of the Imperial Bunk as Chair- 
man. You now suggest tho addition of one more 
representative at least, and perhnps more, of tho 
Secretary of State in Council, in order that ho may 
ho able to watch tho interests of tho lenders to India 
in England. Is that it, or if not, what is your 
meaning; because I was not able to follow it? - 
Partly from that point of view and partly in pur- 
suance of his statutory obligations of superinten- 
dence, direction and control.* If there is anything 
really being done in London, if you have a Board 
on ivhich it is necessary to have the Governor of tho 
Bank of England and an important commercial man 
like Sir Malcolm Hogg, 1 think it is not to be recom- 
mended that the Secretary of State’s only access to 
the Imperial Bank should he circuitously through 
the Government of India, and through them to tho 
Directorate of the hank in India. If there is im- 
portant business going on in Loudon, and important 
considerations of policy are being discussed which are 
significant enough to require the strength you 
already have, I think that is a point at which touch 
should he established with tho Secretary of State, 
who has a heavy responsibility in the matter. 

11.445. But would not the important work of tho 
Executive Committee of tho Imperial Bank always 
be in India? All you would want here is an advisory 
Committee in order to keep the Central Board in 
India in as much touch as possible with London? — 
I know tho Governor of the Bank of England, and 
I think anything he is on is going to be decidedly 
important. I think it is important on the merits 
that the Bank Direction in India (with the Govern- 
ment of India in some measure associated with it) — 
this combination of authorities which directly and 
executively controls India’s monetary policy -should 
have its counterpart in strong representation here, 
in which a natural element would be representation 
of tho Secretary of State in Council. 

11,449. Do L understand you to suggest this as a 
counterpart to the Central Board of the Imperial 
Bank in India? There is only an Advisory Com- 
mittee of the Imperial Bank in London. 1 did not 
gather until now, either from your written state- 
ment or from the discussion that we have had this 
morning, that you suggested this as a counterpart 
of tho Central Board of tho Imperial Bank.— 1 see 
your point. 

11.447. It is rather a new aspect which I would 
liko to sec developed, if you do not mind.— I see your 
point. I would not use tho word “ counterpart,” 
perhaps, but 1 would put it in this way: You have 
this machinery in London- you obviously must have 
it; you must have representation in London. The 
Secretary of State obviously, apart from any 
question of direct association with any bank, must 
twreiso his finurcial responsibilities — his general 
responsibilities of superintendence and direction and 
control. It ir most important, I think, if he is to 
exercise those wisely, that ho should be in contact 
with any machinery which you have in London for 
representation of the Imperial Bank. 

11.448. I put it to you that your suggestion may 
lend to undesirable complications. The Secretary 
of State’s representative on the Advisory Committee 
here may express certain views, and the Central 
Board of the Bank, after taking cognisance of 

* And partly with reference to the conni deration* referred to 
in paragraph 4 of my written statement. J.U.B, 


everything in India, may come to a different decision. 
Inasmuch as the Secretary of State has power to 
veto, and certainly to control, the Government of 
India, that may lend to great complications. It 
is very necessary that tho authority finally con- 
trolling the Government of India here should not 
he represented in Indian matters independently of 
the Government of India. Well, I think you liavo 
put your point with force; it does not alter iny view, 
hut. I see the force of your view. 

11,441). I wonder whether there is any other point 
of view than the one which I just now mentioned 
which deserves consideration ? — I see the force of what 
you say. I just want to add that there are fund- 
amental difficultins in governing by a very great 
authority in India, especially under modern con- 
ditions, controlled hy Parliament at home. There are 
great difficulties in such a situation, necessarily, and 
T think tho difficulty referred to is merely an off- 
shoot of the fundamental difficulty; hut I think I 
have given you jiiy answer. 

11.450. 1 will pass on to another subject? — Yes. 

11.451. In paragraph 7 you have this: 11 Tho 
use of gold coin abandoned in tho United Kingdom.” 
Is it really abandoned, or is it in suspense? I think 
it is abandoned. 

11.452. Is it?— Theoretically it is not; thoo- 
relioally, I believe anybody now has the right 
to go and get sovereigns, hut wo work so little by 
rigid proscription in tliis country, and so success- 
fully without it, that people are not taking gold 
sovereigns nut to carry in their pockets, and I 
imagine, they will not do so. 

11.453. I will read to you one sentence from tho 
Report on Currency and Bank of England Note 
Issues, 1925. Paragraph 49 says as follows: “ We 
are decidedly of opinion Hint, steps must he taken 
forthwith hy legislative enactment to prevent, the 
internal circulation of gold, until such time as tho 
gold standard has been firmly re-established for tho 
purposes of international transactions.” Does that 
mean “ abandoned ”? —No, undoubtedly in terms it 
does not moan abandoned, but I think there is good 
reason to say it is at this moment tic facto 
abandoned. There is also fairly good reason to 
think that that will go oil indefinitely, but. as regards 
my main point of view that you can have an effective 
gold standard without a gold circulation I do not 
think my position is impugned at all by that. 

11.454. Have hopes not there boon expressed in 
some of the chairmen’s speeches at bank meetings 
in Txnulon expressing the hope that gold currency 
would be introduced in England as soon as possible? 
T remember having read some of them on my way 
here.— T generally read those speeches, but I do not 
actually remember that myself. If you have a 
positive recollection, of courso that overweighs my 
negative recollection. 

11.455. That makes me think that for the word 
“ abandoned ” in your Memorandum there should 
have been substituted the words “held in suspense”; 
that would 1m more accurate, perhaps. You only 
get abandonment if by statute you give it up? — I do 
not find, really, much reason to quarrel with what 
1 have sniil here, but you have every right to put 
this point. When T say “ abandoned,” I must not 
be taken as meaning that under no conceivable 
circumstances could some Government or body of 
opinion come forward which will have tho result of 
the sovereign being re-introduced, hut it has been 
so definitely abandoned for tho time being, and 
possibly for a long time being, that the position 
can properly be taken up that you can have a gold 
standard without a gold currency. 

11,459. In paragraph 10 you say that there is a 
good ease “for holding sterling securities only in 
the most realisable form ” in the Reserves. I suppose 
by that you mean Treasury Bills P— Yes. 

11,457. That takes me to what wo heard in India, 
that whon India holds sterling securities in any form 
hero, it may be urged that by selling those securities, 
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or not renewing Treasury Bills when due, India may 
disturb the money market of London. Ik 110 b that a 
contingency which may urno at a time when India 
may want to liquidate some of her securities here, 
especially when there is something approaching a 
crisis in cither country? — That type of consideration 
was rather in my mind when 1 state once or twice 
in this Memorandum that reliance upon credits 
rather than gold may possibly lead to a situation of 
subordination to the country on which the credits 
are held. I ain not prepared to say a great deal or 
to profess a great knowledge about that point, bub 
that is one of the considerations which have rather 
led mo to pluco reliance on a considerable use of 
gold rather than on the exclusive use of securities, 
which Sir Basil Blackett suggested in his first alter- 
native scheme. But if there is any force in that 
objection that you have in your mind I think it is 
of minimum force in the case of Treasury Bills, 
where — you have I forgot the exact amount — a 
figure of about £600 millions extant, or something 
of that very largo type— which comes up auto- 
matically for renewal every three months or ko. I 
think it would bo quite impossible for any serious 
influence or pressure to be put upon the Indian 
authorities to forbear from realising their Treasury 
Bills to implement a formal undertaking, and 
probably a statutory undertaking, to provide un- 
limited reverses. 

11.458. For real use at a time of crisis, nothing 
would ho so handy as gold. Even the shortest term 
securities in London may not he very useful, inas- 
much ns the sale of them may distil rh the London 
money market. — I do not quite subscribe to that. It 
is all very well to talk about gold in London being 
handy, hut 1 do think you are going to find some 
difficulty in accumulating enormous sLores of gold 
ol your own in London. I think you are much 
more likely to ho let alone if you hold the bulk of 
whatever gold you do hold in India. But if you hold 
gold in India, it is not handy at all, and l should 
think, abates cr conclusions 1 or anybody else may 
have come to about this, you will find that business 
men in India have such confidence in (iovernment's 
capacity to back up an undertaking to give sterling 
credits that in practice they would probably prefer 
that method to getting gold for export. 

11.459. In paragraph 11 you say: “A gold cur- 
rency can only maintain itself in India if the per- 
sistent demand for gold as a commodity nr ns a 
store or value is kept constantly satiated.” You 
think that Indin’s demand for gold is not fully 
met from year to year? -Well, T am rather per- 
plexed. 1 have heard it said, and the argument is a 
very much pri/.ed arguiimiit, that, if you only put 
gold into circulation, people will not want gold in 
future; and L have tried to alLach a meaning to 
that: 1 have supposed it was possibly the pastry- 
cook's argument, that if you give people enough 
buns they will probably take a dislike to buns. If 
that is the argument, it must ho based on the 
assumption that the people are not now getting as 
much gold as they want. If so, it implies instantly 
the further consequence, that your estimate of 100 
millions of gold ns the amount of gold you require 
for establishing ft gold currency may he nothing 
like the sum you will need. You may have first 
to stuff India with gold until she is tired of it. 
However, L have not been told tlio basis of this 
psychological anticipation. 

11,400. I am afraid L am not able to follow tin* 
pastrycook argument which you have suggested, 
because on our side pastrycooks have something 
different to supply. T do not follow the meaning 
of it. — No. 

11.461. All you are trying to say is that you do 
not recommend India taking more than is required 
for industrial purposes.-— Quite. 

11.462. I was wondering whether you agree that 
at present, since the war ami since things have 
settled down, there has lieen any reason to infer 


that India docs not get from year to year the gold 
she requires for induidriul purposes.- -No. The 
figures that you will find in .statement I-B. of the 
annual Paper t-urency Reports seems to me to show 
that surely India must be gelling all the gold she 
wants. L do hope she does not want any more than 
that. 

11,465. If India does get tho gold she wants for 
her industrial requirements c.f /., ornaments, what 
evidence is there that tho introduction of gold 
currency will mean that she will draw still more 
gold? Have 1 said that they would draw still more 
gold ? 

J 1,40-1. 1 do not say you said that, but I ask what 
reason would there be for anybody to infer that the 
introduction of gold currency would mean that India 
would draw stili more gold despite her having un- 
checked private import? Some people say that the 
introduction of gold currency would mean that India 
would draw large quantities of gold, and 1 wonder 
if you agree with that? T did not put forward that 
argument myself. 1 think it lias some force, but 1 
do not think it has overwhelming force. If L could 
get some gold now without, going to the Bank of 
England or some reeondiLo place that 1 do not know 
tho address of, I should probably carry a few 
sovereigns in my poeket though I am very contented 
with bank notes. If you have a real gold circula- 
tion such as Sir Basil Blackett wants to start, I 
think you will knock on tho head- absolutely or very 
nearly absolutely -the hoarding of rupees altogether. 
I think therefore that you will want more gold for 
that purpose. Then ilieru is tlio advance prosperity, 
an advauco which is coming to be considered a normal 
feature of Indian economics. There will bo a con- 
stantly increasing demand for currency from thuL 
cause, and even if the notes are not displaced the 
gold will take its sbaro in supplying that demand, so 
that in addition In any estimate you now make of 
1)1(15,000,000, or whatever it. is that you require on 
the basis of conditions as they are to-day, you will 
always be providing a considerable measure each year 
or each period, of additions to the circulation of gold 
which, if you had not. adopted a gold currency, you 
would not have required. In those senses, I think 
it is right to say that India will take more gold 
from having a gold currency. 

11,465. When the currency is being enlarged in the 
normal course, why do you apprehend that tho 
people will take gold instead of currency notes? 
When they know that gold is available why do you 
feel that they would not fake gold notes with tho 
same readiness w r ith which they have lately taken to 
rupee notes? — 1 am not assuming any thing extreme, 
hut precisely as any advocate of a gold currency 
makes tho assumption that people w ill use in currency 
large quantities of gold as well an large quantities of 
notes, so it is a natural and proper assumption to 
make that in annual or periodical accretions to that 
volume of currency gold as well as notes will take 
its natural share. 

11,106. You think that the people will take* more 
readily to the gold part of it than to the paper part 
of it?- 1 am not saying that, hut to give illustrative 
figures, if you find established so many years lienee 
a circulation of 00 erores of gold and 200 cm res of 
notes, and you require to add every year eight or 
nine erores to the new* currency, it is a reasonable 
assumption — in fact, it is an inevitable assumption — 
that some two or three erores, perhaps, will lie in 
gold, even if tlx* rest are in notes. I do not abate 
my fear lest gold may definitely siqierscdc notes to 
some extent. I do not want to lx? regarded os 
abating that. But for the purposes of our immediate 
discussion, all I want to say is that gold would 
naturally bo used, to some extent, in making new 
additions to tho currency, quite apart from wdiether 
my other fear is right or not. 

11,467. In other countries where there is gold 
currency, is paper currc»ncy not freely used side by 
«5<U with gold?'- Certainly 
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11,468. So that so far as that goes, there is nothing 
extraordinarily wrong in that? —I do not quite know 
what countries you are referring to. 

11,460. South Africa? — Yes. 

11.470. Thero is no country where gold currency 
exists without paper currency as well?— Wherever 
there is gold currency pooplo are also taking notes — 
1 suppose there is no doubt about that. 

11.471. (In paragraph 15 you quote some figures 
for England and India, and you come to the con- 
clusion that those comparative figures “ help to 
transfer the burden of proof 11 with regard to the 
rate of exchange, it has been said before the Com- 
mission by certain witnesses that in spite of figures 
similar to those you quote here, Croat Britain mode 
heroic efforts to get ‘back to pre-war ratio. Is there 
any reason why India should not aim at doing the 
same thing with regard to the rupee? — hi the terms 
in which you put it, you state what is, apparently, 
a striking anomaly, but I think if one looks at what 
tho facts really moan there is no anornnlly at all. 
One may lie misled by labels. 'What has happened 
is this. (I take it that in no largo country in the 
world does the unit of currency to-day represent the 
purchasing power that it did before tho War. All 
have depreciated. When you say that in other 
countries tho level representing exchange parity has 
gone down or merely been maintained whereas it 
is proposed in the case of India that the level should 
be raised, all you mean is that the economic facts of 
tho situation permit of Tndia being in the advan- 
tageous position of not having her standard of cur- 
rency depreciated as much as otliur countries’ 
standards have depreciated. That I regard as clearly 
an advantageous position, whereas when you put it 
in tho form that the standard ratio is being enhanced 
in the case of India alone, and is lower, or merely 
maintained, in other cases, you put a point which 
suggests a certain artificiality and arbitrariness. 
When you look at the facts, you sco there is no 
artificiality and arbitrariness, hut merely that India 
is in the convenient and advantageous position that 
her standard unit has not depreciated as much as 
the standard unit has depreciated in other countries. 

11.472. .Why not lot her enjoy that advantageous 
position? -That is what adherence to the present rate 
implies. 

ll,47.'i. In paragraph 2Jl you refer to the Secretary 
of State's drawings. Mnyl ask whether there would 
be any special inconvenience caused to the Secretary 
of State if his require m cuts were remitted here from 
India, or if ho drew from hero on India as might be 
finally settled according to the scope of his require- 
ments as they came up ? The last Report of the Con- 
troller of tho Currency for 1924-25 says that tho 
minimum balance the Secretary of State had in hand 
was about KR millions, nnd the maximum 22j 
millions, tho average being 15} millions, against a 
total requirement for the year of .‘JO millions. That 
is how tiic figures stand. Certain remittances aro 
being made from India by the Secretary of State 
drawing from India in accordance with his require- 
ments?—! wonder if I might ask, Indore 1 attempt 
to answer tho question, what is to happen as regards 
undrawn amounts, if 1 may so call them. 

11.474. Do you mean the balances P— The Secretary 
of State draws first upon tho available funds that tho 
Government has to spare in India. If any further 
drawing is required, it is operated through tho paper 
currency reserve. The question T wanted to ask was 
whether you contemplated that the -Secretary of 
State’s drawings should fall short of the surplus 
which the Government have in their Treasuries in 
India. 

11.475. I contemplate nothing. I wanted only to 
ask you, ns you were Chairman of the Finance Com- 


mittee of tho India Office, what inconvenience would 
be caused to the Secretary of State for the purposes 
of his requirements here in these circumstances. If 
it was said that he should got, in regular instalments, 
oa and when payments fell due, the amount that 
India had to remit here, namely, 30 million pounds, 
and keep only a small balance here of 3 or 4 mi J lions 
in entio of need, what would be tho inconvenience 
caused to tho Secretary of State?— It is a much more 
complicated question, I think, than perhaps you 
realise. 

1I,47C. I do not want to press you if it is a 
question you are not prepared to answer, but II 
thought, in view of your long experience of the India 
Office, perhaps you could answer it?— 1 have to con- 
sider, if you reduce tho amount of drawings, what is 
going to happen to the funds which you would have 
drawn under the existing procedure und do not draw 
under the proposed procedure, and so forth. 

11.477. (Hir l* urslio lunulas Tliukurdus.) If I may 
say so, L do not think those considerations come in 
at all. The question only refers to the requirements 
of the Secretary of State and the inconvenience, if 
any, it would occasion him if he got just what he re- 
quired and no more. Tho other considerations stand 
apart, if I may say so. The question is: What is the 
inconvenience which would he caused to the Secretary 
of State if he were fo draw on India, or there were to 
be remitted to him from India amounts in such sums 
as may be necessary for his requirements in London? 

11.478. yfhuirmun.) Perhaps you will let its have 
a written reply, when you have looked into the 
matter?— Certainly, if the Secretary will post a copy 
of that question to me. It is not that I want to 
devote a great deal of time to it, hut it is a question 
which would require more consideration than can ho 
given in the one or two minutes which remain before 
the Commission rises. 

11.479. (('hair man,) It is a question which opens 
up many aspects, and perhaps a written note of it 
would be most satisfactory.* 

11.480. (Sir Sorcol Warren.) 1 see ill paragraph 21, 
suh-seetioii B, that you say you would hand over tho 
note issue and exchange machinery with their 
reserves to fchn imperial Bank for administration?— 
Yes. 

11.481. l)o you contemplate, in that event, an 
initial issue of Imperial Bank notes for the present 
currency notes of the Government of India? — -Well, I 
see that it seems to be accepted by every authority 
that you cannot have a bank issuing a Government 
note, and, of course, it is a natural tiling to assume. 
I have wondered if it is a necessary thing to assume. 
There is no doubt at all, whatever the banking 
arrangements might Ik?, whether it is tho Imperial 
Bank or whether it is tho Central Bank, that the 
Govern incut credit and so forth, will ho intimately 
hound up in the maintenance of those institutions. 
If you aro introducing great changes, particularly, 
of course, this gold currency business, with its great 
tendency to disquiet holders of currency, H would 
personally rather waive the point of purism and let 
the Hank issue the notes in the old form than intro- 
duce that additional complication of changing tho 
form of your notes, just at the time when you were 
commencing the policy of altering the status of your 
rupee. I would rather not do tho two together, and 
I doubt whether it is necessary. 

11,482 (Chairman.) 'We are greatly obliged to you 
for your very full assistance this morning, and I 
trust we have not overtaxed you? — I am not over- 
taxed, hut T hope the Commission is not over- 
fatigued. 

* Hoc Appendix 77. 


(The witnm withdrew .) 
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Mr. Cecil H. Kiscic, C.B., ro- called ami further 


11,48#. ( Sir Itcyinald Mant.) Tliero is one point in 
the evidence that you gave us on Friday which I 
should like you to mako clear. In your memorandum 
and in your oral evidence you recommended, if I 
understood you rightly, that a Central Bank, if 
formed, should he placed under a Statutory obligation 
to sell gold or foreign exchange on demand at any 
time to an unlimited extent; hut later on, when wo 
were discussing the possibility of a divorce between 
gold and sterling, you suggested that the obligation to 
be placed on the Bank should be to issue a notifica- 
tion of a standing oiler to sell gold or foreign 
exchange, and that the notification might be with- 
drawn or modified at any time. This appears at first 
sight to ho a material modification of your previous 
recommendation. L am not sure whether that is 
what you intended, and I shall he glad if you will 
elucidate the point F- Jn the course of the discussion 
last week as to what might happen in hypothetical 
circumstances if sterling became divorced front par, 
J think the cardinal position which I have tried to 
advocate on previous occasions may perhaps have 
become obscured. The view I placed Indore the Com- 
mission is that it is essential that the rupeo should 
lie anchored to gold, and tho form in which that 
must he done is by Statute. The Statute would 
define the Banks* buying price for line gold in terms 
of grains per rupee. It would also define tho Banks’ 
selling price for fine gold or equivalent gold exchange 
in terms of the rupee. This equivalent gold exchange 
would he a sum in foreign currency calculated by 
the Bank with tho approval of the Governor-General 
in Council to represent the standard prico of the 
appropriate amount of line gold in the country outside 
India concerned, less a percentage representing the 
normal charges of a remittance of specio from India 
to the country concerned. The Bank would presum- 
ably notify ill the Gazette of India, with tho approval 
of tho Goveruor-Gencral in Council, the country or 
countries upon which gold exchange would be issued, 
and the rates of gold exchange per rupee. 

11,184. Could you give us any indication of tho pre- 
cise form which tho Statutory obligation should take? 
I have thought over that mattor, and I am glad to 
have the opportunity of putting lieforo the Commis- 
sion the sort of lines of a draft Statute,' * although, of 
course, tho Commission must understand that I am 
not a legal draughtsman, and no doubt the language 
would bo susceptible of improvement when it got into 
the hands of a drafting expert. 

11,485. I only meant your rough idea of the matter r 
— I was going to suggest something of this sort: 
41 The Bank shall receive from any person making a 
demand at the head office in Calcutta or Bombay, or 
at any other- office of the Bank which may be notified 

* See Appendix 7f» (A). 


by tho Bank fur tho purpose in the Gazette of India, 
gold bullion or gold coin which is not legal tomlor in 
India in exchange for Government rupees or Bank 
Notes at tho rate of X grains troy of fine gold for one 
rupee, subject to conditions to bo notified by tho Bank 
in the Gazotto of India with the previous approval of 
the Governor-General in Council.** Tho converse 
clause, as regards tho selling of gold or equivalent 
gold exchange would bo something of this sort: 
“ The Bank shall sell to any person in India, who 
makes a demand in that belmlf at the head office in 
Calcutta or Bombay or at any office of the Bank which 
may bo notified by tho Bank for tho purpose in tho 
G a /.otto of India and pays the purchase prico in any 
legal lender, gold at the rato of X grains troy of fine 
gold for ono rupee, or at tho option of tho Bank an 
equivalent amount of gold exchange payable in any 
country outside India approved by tho Governor- 
General in Council, and maintaining a free gold 
market subject to the following conditions: (a) No 
single demand for gold or gold exchange shall repre- 
sent a less value in gold than approximately 400 
ounces of gold; (h) tho equivalent amount of gold 
exchange referred to shall be a sum in foreign 
currency calculated by tho Bank subject to tho 
approvul of the Governor-General in Council to 
represent the standard prico of X grains of fine gold 
in tho country outside India concerned, loss a per- 
centage representing tho normal charges of a 
remittance of specio from India to the country con- 
cerned. For this purpose tho Bank shall notify in 
tho Gazotto of India, with tho previous approval of 
the Governor-General in Council, tho country or 
countries upon which gold exchange shall bo issued 
and the rates of gold exchange per rupee.** 

11.486. Will you lot us liavo a copy of that draft? 
- Certainly. 1 will sco that it is supplied to the 
Secretaries. 

11.487. Jt will then bo circulated to the members. 
Js there any other point in your previous evident* 
which you would like to amplify bofore wo proceed 
further?- The only other point to which I want to 
refer is tho question of the figures relating to sales of 
•silver. In regard to those figures you suggested that 
50 crows was treated as a minimum holding. I 
omitted to mention then (the point had escaped me at 
tho time) that tho reason why that was taken was 
that if wo were assuming a 40 per cent, metallic ratio 
with a total Note circulation of approximately 200 
crorcs, tho metal holding would liavo to he just about 
80 eroros. There wore 30 crorcs of gold hold. There- 
fore on tho assumption of tho 40 per cent, metallic 
holding, 50 eroros of silver would havo to be hold. I 
just want to put that in to mako tho point clear why 
that figure was taken. I have since made some 
further investigation into the matter, and on the 
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assumption that the silver holding was allowed to go 
to a smaller, level, any corresponding deficiency in 
metal would havo to bo made good by an increaso of 
the gold holding. This would mean an exchange of 
sterling securities now yielding interest for gold, thus 
introducing a new factor into the cost problem. L 
think it will be found on investigation that, assuming 
any reasonable difference between the selling and tho 
buying price of silver such us 4d. on an average, or 
6d. possibly, tho capital loss on repurchase after- a 
sale is likely to bo so large as more than to cover any 
likely interest receipts accruing within the period 
before which roplacoinont of silver sold would ho 
necessary, assuming absorption continues, roughly 
speaking, on tho linos to which we have been 
accustomed. I will band to the Secretaries some 
figures bearing on tlio point, in case it may be of 
interest. 

11.488. Yes, we should like to havo the figures. 1 
want to understand your position clearly. You 
recommend that there should bo a 40 por cent, 
metallic oovor to the Note issue. Assuming a cir- 
culation of 200 craves, that means 80 crores of gold 
or silver, and you suggest that 50 crores of that must 
be in silver? is that right? — No. 1 do* not suggest 
that. 1 am suggesting merely that it will probably 
bo found moro profitable to allow silver to be absorbed 
in the ordinary way rather than to embark on a sale. 

I suggest you may find on investigation that the 
surplus holding will be ulisorbed within a fairly 
reasonable period, the period not being long enough 
to enable you to recover, by gain of interest, what 
you might lose on tho difference between selling ami 
buying prices. 

11.489. l)o you still suggest that recoinnge should 
begin ns soon as the silver holding falls below 50 
crores? - No, T would not suggest that. I was sug- 
gesting this. Tf you are going to hold that tho Note 
is only to bo convertible internally into silver, and 
that you are not going io embark on a scheme of a 
gold circulation, it would probably bo not an excessive 
proportion to hold, say, 20 por cent, of your resorve 
in the form of coin which can bo issued in the event 
of there being a demand on tho part of Note holders 
for* internal conversion owing to any temporary 
reason such as a lack of confidence. 

11.490. That is, for the present circulation oF 200 
crores you would look on 40 crores as a normal 
minimum of silver? — Subject to the conditions that 1 
laid down about tliero not being an- intention of 
rostering nr promoting actively gold conversion or 
gold circulation. 

11.491. (Sir Vurshoiamdas Thakurdas .) — Tn para- 
graph 2, sub-paragraph 2 of your memorandum No. 
4, you refer to tho recent large increase in tho 
number of brandies of the Imperial Hank. Do you 
look upon that as a useful part of the Imperial 
Rank's activities? — T think it is a most important 
aspect of their work, because I consider that nothing 
which helps to spread banking facilities throughout 
Tndia ought to bo neglected. 

11.492. 1 suppose you know that tho total number 
of brunches which have been opened by tho Imperial 
Rank, together with those of tho old Presidency 
Ranks, is now about 100 odd? — I knew the number 
was sornewbero in that neighbourhood. 

11.493. And that there is no ether banking 
organisation in Tndia which has branches of anything 
like that number of branches?-— Quito so. 

11.494. These branches play a very important part, 
do they not, in the development of the country, and 
in assisting Indian commerce generally? — Absolutely. 
They play an invaluable part in that respect. 

11.495. Therefor© any interference with this part 
of the activities of the Imperial Bank ivould, I take 
it, be a very undesirable thing?— Arrangements must 
be made for continuing that pioneer work, and the 
arrangements must be such as not to set it back in 
any way. 


11,496. It has been said that it would not be 
possible in the present circumstances, and judging by 
the experience gained up till now, to rely upon any 
private banking » organisation to do the sort of 
developmental work which the Imperial Bank has 
dono uml is now doing. Do you agree with thatP — 
l<Yom what I know I should think that tho prestige 
attaching to the Imperial Bank, and its reputation 
throughout India, are such as to make it an almost 
indispensable factor in carrying on that sort of work. 

11,407. The prestige attaching to tho Imperial 
Bank only affects its receipts of deposits. I am 
thinking more of tho help which the Imperial Bank 
gives in the development of commerce and industry, 
and in helping to finance crops and to market them. 
Thai part of tho activities of the Imperial Bank 
cannot be replaced by any other hanking organisa- 
tion which is in existence? Do you agree with that? 
—The continuity of this work must ho assured what- 
ever changes in banking organisation are made. 
The only question that would arise there is whether, 
in the ©vent of a true Central Bank being created, 
distinct, from the Imperial Bank, appropriate pro- 
visions can ho made for carrying on that very indis- 
pensable part of tho Bank's business to which you 
arc referring. 

11,498. Without any abatement in the activities 
or substantial change in the policy which have been 
followed by the Imperial Bank up to the present 
time? — On the sumo lines which have been adopted 
hitherto. 

11,199. Do you think it is possible that any other 
private banking organisation w'ould bo willing to do 
tho same work which tho Imperial Bank through 
ils branches is doing in India at present? — The pro- 
blem which the creation of a Central Bank sis dis- 
tinct from the Imperial Bank raises is apparently 
capable of approach from two sides. The side which 
1 am disposed to favour is that tho Imperial Bank 
should continue with the work to which you have 
just been referring, and that tho new Central Bank 
should deal with tho central banking business which 
sonic of iis would like to see entrusted to a new 
organisation. The other method of approaching the 
question would he to retain the mime “ Imperial 
Bank ” for the new Central Bank and to constitute 
a new Bank to carry on the general hanking business 
to which you have referred. T myself am disposed 
to favour the first lino of approach. 

11.500. In the questions T have been putting to 
you up till now on this subject I havo in mind 
neither the name of tho commercial organisation 
which should continue tho work which tho Imperial 
Bank is doing at present, nor tho Reserve Bank. 
All I am concerned with at present is to know 
whether you think any banking organisation can do 
the work which the Imperial Bank is doing without 
the assistance which it at present enjoys from the 
(government? There is no bank in oxistence at the 
present day, other than tho* Imperial Bank, which 
can do llmt work. 

11.501. Do you see the possibility of any other 
organisation being able to undertake it without tho 
piivileges which tho Imperial Bank enjoys at present 
fr^in tho Government? — I should not regard it as 
beyond tho possibility of achievement to create a 
Central Bank a bankers’ bunk and a Reserve Bank 
in tho sense of which we have boon speaking which 
would permit of the continuation of the Imperial 
Bank’s present business under a changed 
organisation. 

11.502. Do you think this is feasible? — I think it 
ought to bo feasible. 

11,5011. In paragraph 3 you say, “It might help 
the interests of Government if contact were estab- 
lished between the Secretary of State in Council and 
the Advisory Committee.” When you say “ Govern- 
ment ” do you moan the Secretary of State or the 
Government of India P— The Government of India 
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are in contact at the present moment with the 
Imperial Bank, and it is basic »that they should he in 
contact with any new Central Bank which might be 
created, i am suggesting that, if the functions of 
the bank are extended, there may bo advantages in 
establishing contact on this side between the supreme 
executive of the government of India here (which, 
under the present constitution, is the Secretary of 
State) and the offices of the bank here, because there 
may be important questions affecting supremo Indian 
interests on which the point of view of the executive 
Government in India could be voiced by the com- 
petent spokesman on this side. 

11,604. Tlio Committee here of the Imperial Bank 
is merely an Advisory Committee. It lias no 
executive powers at all, has it? — I believe that is so. 

11,606. And contact between the Government of 
India and the Imperial Bank in India has been 
satisfactory up till now, as far as one knows, has 
it nolP — As far as 1 know it has been altogether 
satisfactory. 

11.606. How is your suggested representation of the 
Secretary of State in Council on the Advisory Com- 
mittee in London going further to help the Govern- 
ment of India in their contact with the headquarters 
of the Imperial Bank which you admit has till now 
been satisfactory ? — There may he questions 
arising affecting the flow of gold to India — (1 am 
not speaking now of a flow' of gold for social pur- 
poses, but in connection with bank remittances) — 
in regard to which important points may arise to 
which India cannot be indifferent, and on which 
the authority in India may want to bo advised by 
the competent people hero. In a case of that kind 
1 suggest the Secretary of State might be in a position 
to help the people in India to understand the facts 
of the cose. 

11.607. The person most competent to advise in 
that connection in Loudon is the Governor of tho 
Bank of.England, is he not P— That is so. 

11.508. And you arc aware that the Governor of 
tho Hank of England is a member of the Advisory 
Committee of the Imperial Bank in London? — Yes. 

11.509. Do you think tho Secretary of State’s 
representative can do better than the Governor of 
the Bank of England w'ho is present at all the 
Committee meetings?—! am not suggesting he would 
do better. I am suggesting he might form a helpful 
vehicle for making tho point of view of the Indian 
authorities clear to the Governor of tho Bunk anil 
the views of tho Governor of the Bank of England 
fully understood by the Government of India in the 
case of any apparent divergence of view arising 
between the Indian authorities and the authorities 
here in the City. 

11,610. Would not it rather lead to complication 
in the case of a divergence of views between the 
Government of India and tlieir supreme head, the 
Secretary of State*?— I should hope you would find 
that the influence of the Secretary of State would 
be exercised in the Way of smoothing down the 
differences, because many of these differences arise 
from misunderstandings. A true understanding is 
really what is generally required to smooth away 
differences, and my suggestion is that it might ho 
found in practice to be very useful in making the 
position really understood in India. 

11.511. By the Government of India ?— Yes, by the. 
Government of India. T thiuk, as I say, it would 
lie helpful if they could realise that their own point 
of view had been put by their own competent spokes- 
man here to the City authorities, and the matter 
discussed with them, and the result conveyed to them 
in that way. 

11.512. Who is the competent spokesman of the 
Government of India in London ? Is it the SecroUry 
of State or the High Commissioner?— her 
affecting the Central Government of India the Secre- 
tary of State is the responsible executive— in regard 
to matters affecting central administration under the 
present constitution. 


11.513. Therefore, as fur as tho question of keeping 
the Government of India in touch with such matters 
is concerned, the Secretary of State is not the proper 
representative for the Government of India, is he? — 
Perhaps you did not hear my previous answer. 1 
said that in regard to ceutrul mutters the Secretary 
of State is, under tho present constitution, tho 
authority in this country. 

11.514. What do you mean by il central matters ”? 
— When I say “ central matters ” I am referring to 
mutters within tho competence of the Government ot 
India and the (Central legislature, as distinct from 
what are known as the transferred subjects, in regard 
to which the statutory position is entirely different. 

11.515. There does not arise any question of “ trans- 
ferred ” subjects in connection with tho Government 
of India, does there?- No. That is why 1 said that 
in regard to theso mutters the competent authority 
on this side, under -the existing constitution, is tho 
Secretary of State. 

11.516. Have there been any occasions up till now 
w'hen there have boon differences of opinion hctw'cen 
the*Government of India and the Secretary of State*? 
— There necessarily must lie matters on which 
different vidws are taken hy the different authorities 
at certain times. 

11.517. Ill view of that is it not preferable that, tho 
representation of. tho Government of India, as far as 
collecting information or keeping them in touch is 
concerned, should bo confined to such persons as the 
Government of India may he able to control and 
select to that end? — I think in a matter of that kind 
one has to consider what the statutory position is. As 
1 sec the position, Parliament has at. present 
ordained that in this class of matter the Secretary of 
State shall Ik? the authority. 

11.518. He is, anil nohodv proposes that that 
position should lie disturbed. The Secretary of State, 
for the purpose of exorcising his statutory rights, can 
always he in touch; he is in London, and lie can easily 
get in contact with any export here he likes. Why 
complicate the position by putting a representative of 
the Secretary of State on a Committed which is merely 
an Advisory Committee, especially when you have got 
the best possible person on the Advisory Committee to 
give advice on matters in relation to gold and precious 
metals, namely, the Governor ot the Rank o! 
England? The point of the suggestion is that as the 
Government of India themselves are not in London, 
and cannot he in London (which, in regard to this 
and possibly other matters, is the vital spot) the task 
of voicing their view's should he vested in the 
authority legally responsible to Parliament for tho 
actions of the Government of India in regard to 
central subjects, that is, the Secretary of State. 

11.519. Have you beard from the Government of 
India that they desire any representative on the 
Advisory Board here?-- No, the question lias not been 
discussed. It only comes into prominence in con- 
nection with the contemplated extension of the 
functions of the bank. 

11.520. If tlio Government of India did not desire 
representation on the Advisory Board, do you think 
ttie Secretary of State would press for it?- I doubt 
if he would press for it if they were averse to it. 

11 521 You say “ There are strong objections to 
attempting to tic up the Secretary of State by mi 
advance monthly programmo or anything of tlio 
kind.” Will you tell us what those objections ure.- - 
As I sdfe the position, the Government of India are 
large depositors with the Imperial Bank, and l see no 
reason why they should he deprived of the right, 
recognised as belonging to a dopositor with the hank, 
of being able to utilise their deposits— the Govern- 
ment of India’s deposits— in the way that is thought 
most advantageous to Indian interests from time to 
time. It is not possible to foresee the courses of 
exchange, and as a business man you know that it >ou 
held large deposits at a bank in India which yon 
anticipated you would want to convert into foreign 
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currency in the course of months, you would yourself 
lie keeping a close cyo on the market from day to day, 
and would direct your policy in regard to the con- 
version of your rupeo balances into foreign currency 
according os things developed, and according to the 
advice you got from your competent advisers, and 
uncording to your own knowledge of your obligations 
oil the other sido. You would never, 1 suggest, make 
the tiling over absolutely to an agent and dis-intcrest 
yourself in the day to day steps which affect the rate 
at which you remit, and the volume of the remittance 
from time to time. 

11.522. Thoso are the objections you had in mind 
in paragraph 4, are they? Before 1914, when the 
exchango fluctuations were comparatively narrow, do 
you think thore was anything in the suggestion of 
catching the market to which you have just referred ? 
— 1 think a proper discharge of the duty of the 
Government to tho Indian taxpayer does require it 
to watch the fluctuations of tho market just in the 
same sort of way that a big business house having 
remittances to mako from India to this country would 
bo constantly in touch with market movements. I 
think that is a desirable and necessary thing to do 
even if the possible range of fluctuations is perhaps 
only something about 1 per cent, or perhaps less. 

11.523. Then it is only from tho point of view of 
being able to remit at the most advantageous rate. 
There is no other point of view from which you think 
there would be an objection to tying up the Secretary 
of State by an advauco monthly programme? You 
suggest that we should leave the Government of India 
free to remit funds from Tndia to London ut such 
moments as they think to he to their best advantage? 
— 1 think that is one of the most important aspects 
of tho case. Wo know, roughly speaking, what our 
commitments may be, but they limy vary in surpris- 
ing ways from time to time, and one wants to keep a 
free hand in dealing with what uro tho balances of 
Government. They must not get immobilised. 

11.524. That is tho most important point of view 
from which you think there would he objection, 
namely, that it would not cnahlo tho Government to 
take advantage of a suitable moment at which to 
remit the money? — 1 think that is one very 
important aspect of the case. 

11.525. Ts there any other objection which you think 
is equally important? -The principal reason, of 
course, is that tho obligation on Government is to 
meet its commitments. That is the thing which H 
always has in front of it, and which it tries to work 
in with the market prospects as advised by competent 
people. 

11.526. That is a question of exchange again? • 
That is tho essential part. 

11.527. Lower down you say 11 The action to be 
taken in regard to remittance of Government balances 
from India to England cannot be forecast with any 
Accuracy for any length of time ahead The total 
amount which you requiro out here from India is at 
prcianit round about £30, 000,000, is it not? — The 
actual amount that may be required from year to 
year depends very much on whether or not wc have to 
borrow in London for the purposes of the capital 
obligations of the Government. If conditions are 
favourable, it is to the interest of India not to 
increase its external obligations, and therefore if the 
Government of Tndin find themselves in a position to 
borrow in India and to remit the money to this 
country, it suits them to discharge not only tho 
revenue obligations of tho Government in London, but 
also the capital obligations. Though we can say that 
the revenue obligations are Bomowhore in the 
neighbourhood of £30,000,000, the amount of the 
capital obligations which it may at any time be 
possible to meet without sterling borrowing, depends 
very much on the course of exchange and market 
conditions in India. 

11.528. Taking the last 25 years, it would be 
vorrect to say that all this is very approximately 


fixed up between the Government of India nnd tho 
Sccretury of State before the presentation of tho 
Budget in India, and is therefore well known to 
both sides before the financial year begins? — The 
figures in the Budget given for remittance I think 
ure always understood at the time to be rather of a 
lough nature as showing the way in which things 
may work out as distinct from the way in which 
things will work out. Tho Government of India 
habitually reserve in practice the right to vary the 
precise methods of remittance as things may develop. 
Id is obvious thut in a country like India, subject to 
vicissitudes, depending on the monsoon and so on, 
you cannot tie yourself down beforehand, and you 
do not profess to do so. 

11.529. Can you refer the Commission to one or 
two instances where there has been Bubstantiul varia- 
tion from the forecast made by the Finance Member 
at the time of tho presentation of the Budget? — L 
think it has been the habit in recent years to leave 
vague in the Budget the precise method in which 
remittances should be made. I certainly remomber, 
in connection with the framing of the Budget, the 
putting in of a figuro for remittances required, it 
being perfectly understood that the precise method 
of making thoso remittances, whether hy draft on 
the sterling assets held by the paper currency reserve 
oil this side or remittances from India in the open 
market, was left entirely open for settlement us the 
year proceeded. I should suggest thut in the last 
lew years it has been quite impossible at the be- 
ginning of the year to say “ This is how we are 
going to carry out these remittances ” and then com- 
pare the result with the position at the end of tho 
year and say “ That has been exactly as con- 
templated,” because when tho Budget is presented 
the method of making remittances is in effect left 
to ho worked out as tho year progresses. 

11.530. Let us take the years commencing with the 
Reforms: can you tell me of any particular year 
since 1921 which necessitated a substantial change 
from tho prograniino laid down by tho Financo 
Member when ho presented his Budget? — I should 
like to turn up the actual Budgets before 1 appear 
before you next, and then I will let you have an 
answer on the point. 

11.531. Can you tell us roughly the commitments 
of the Secretary of State hero? 1 understand that 
16 millions out of the 30 millions are for interest 
charges on borrowings of the Government of India 
here?— The total revenue commitments in the year 
aro eomowhere in the neighbourhood of £28,000,000 
at the present time, of which a large proportion 
represents the interest on debt. 

11.532. The dates on which that substantial part 
of tlie total obligation iB due are, of courso, known 
accurately ? — Yes. 

11.533. There is another item of payments to tlie 
War Office. The dates of thoso will be generally 
known? — Yes. 

11.534. Will you tell me what other payment there 
is which is not known, or cannot be known, by. the 
Secretary of State with any fair accuracy? — The 
amount of the payments in respect of capital stores 
required by the railway companies, which is a very 
important item, has varied very largely in recent 
years from the estimates owing to questions of con- 
tracts being not finished in the time assumed, and so 
forth. There have been very substantial variations 
in some items of that sort. An important variable 
is the amount of tho capital charges which may or 
may not be capable of being met without resort to 
sterling borrowing. That is the reason which makes 
it impossible to say at the beginning of the year how 
much you will have to meet by remittances from 
India, and how much you will have to provide by 
raising it on this side. 

11.535. Those commitments are of a nature which 
would be known to tho Government of India in fairly 
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good timeP — An estimate of the commitments is 
framed in connection with the Budget, but we have 
found, for roasons not within the control of the 
Government of India, or of ourselves, that the actuals 
differ very much from the estimates. 

11,686. Can you give us instances of that variation? 
— Since we embarked on the 160 crore railway pro- 
gramme, the estimates of expenditure have proved, 
as it turns out, to be in excess of what it was possible 
to spend within tho years budgeted by a very sub- 
stantial amount. 

11.637. So that the Secretary of Stato, if anything, 
was kept in larger balances? — Tho result of that was 
that, conditions for remittance having been on the 
whole favourable since remittances from India in tho 
open market were resumed, the sterling balances have 
been ori tho comfortable side. 

11.638. That instance) does not show any in- 
convenience to which the Secretary of State was 
put, does it? — But of course you understand that he 
has been in control, with tho Government of India, 
of remittances all through this period ; and tho satis- 
factory situation, which has enabled India to avoid 
sterling borrowing since early in 1923, may be 
ascribed, I think, in part at any rale, to tho way 
in which the authorities have take advantage of 
favourable market conditions for remitting funds 
from India. 

11,539. But that statutory control of tho Secretary 
of State is not likoly to be disturbed by any chungo 
that may be made in the regulation of remittances? 
— The control of the Secretary of State over the 
Government of India would still remain. 

11,549. You refer in tho footnote to sub-paragraph 
(ft) of paragraph 2 to the interest earned on 
tho Secretary of State’s balances in London, 
and I think you suggested in a supplementary 
statement which you made at a former sitting 
that it worked out at about 41 per cent.? - 
This refers to the interest earned on the Treasury 
balances. Tho other figure I gave you related to the 
interest earned on the investments of the gold 
standard reserve. This figure would no doubt be 
substantially less, because this figure represents 
interest at the current rate for short money in 
London — roughly speaking, tho rate on tho -British 
Treasury Bills. 

11.541. Will you tell me what has been tho maxi- 
mum amount earning this interest, and what, has 
been the average umount naming this interest in tho 
years to which you refer in tho footnote? — I will get 
that information for you. 

11.542. And will you supply similar figures for the 
two pre-war years of 1912-13 and 1913-14?- -Yes. 

11.643. ( Sir Noreot Warren.) lief or ring to tho 
Governmont balances at the Imperial Rank you say 
that on numerous occasions in the last twelve months 
the bank’s total cash has been substantially lower 
than tho amount of tho Government deposits, but 
looking at your figures in tho Appendix I see that 
there were only four such occasions in the year 1925, 
and if you take the whole time since tho bank lias 
been opened, you will find there have been only six 
such* .occasions. Therefore do you think tho word 
M numerous n is quite the right ono to use? — Perhaps 
“ a certain number of occasions ” would have been 
a better phrase. Taking tho year 1925, I consider 
that four occasions out of about a dozen is an 
appreciable proportion. Taken us a whole the ratios 
are worthy of remark. 

11.644. Is that quite the right way to take it. If 
you take the average for the six months you will 
find that the Government balances have been 18 crores 
as against 26 crores of the bank’s money?— Is this 
based on the figures hereP 

11,646. Yes, and checked ?— The position this year, 
towards the end of this year, has been rather 
exceptional, because the Government of India had 
no loan involving new money last July. It is not 
quite a normal position. I take it that the rather 
surprising change between the early months of the 
year and the later months would not have been so 
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murked if it hud not loom for thill somewhat unusual 
phenomena in Indian finance, namely, that there was 
no fresh money raised on tho Government of India’s 
Joun this year. 

11.546. But you would not call six times in five 
years 41 numerous ” ? — No. 1 wrote this note some 
mouths ago, und I had in iniud the early experience 
of the current year. 1 realise it is not nn habitual 
phenomenon, by any means. 

11.547. In discussing tho question of a Reserve 
Bank, a former witness said that tho Government 
cannot divest themselves of ultimate responsibility 
lor India’s monetury welfare or for the great sums 
of money made over lo tho control of a commercial 
institution. I)o you agreo with that? Yes. 

11.548. You say that, if the imperial Bank is to 
continue its good work as regards the commercial 
side, there should be a Reserve Bank for taking over 
the Noto issue und the currency?- ! think if a 
Reserve Bank, in tho genuine sense, he created it 
will form a most valuable asset, to India in developing 
hanking business hereafter up and down tho country 
on sound lines. 

11.549. But you want that Reserve Bank to he 
under statutory control? — A Reserve Bunk must lm 
under statutory control. 

11,560. Under much greater control than the 
Imperial Bunk is under at present? — A Reserve Bank, 
in the sense 1 contemplate it, ought to be under a 
more stringent statutory control than the imperial 
Bank is under at present. 

11.551. Then why split up tho Imperial Bank at 
all? Why should not it have a Note Issue Depart- 
ment, quite separate and under statutory control, 
and quite apart from the commercial side? — It seems 
to me that the placing of an Issue Department under 
statutory control, and leaving the management and 
control of that Issue Department in the hands of 
the same authority us is responsible for the Com- 
mercial Department, can never assure tho same 
independence which should he assured if the central 
banking functions are carefully defined and placed 
under an entirely independent management. It is 
recognised that the control of the Issue Department 
plays a vital part in the maintenance of oxchange 
stability and sound money conditions throughout tho 
country. The proper discharge of those functions 
may require on occasions independent judgment of 
a high order, and I do not think it is fair to place 
that particular responsibility upon authorities who 
are also intimately concerned with other interests 
which may appear, on the surface (though L do not 
believe they are ut heart), not to he absolutely 
identical at all times. I think for that reason a 
formal division of tho Issue Department from tlui 
Banking Department would not meet the purposes 
of the case. 1 think if the opportunity, which the 
sitting of this Commission affords, of creating a 
genuine Central Bnnk is lost it may be extremely 
difficult hereafter to get hack to that sound concep- 
tion. Wo must have an absolute assurance that the 
Issue Department is never made the handmaid of 
tho Banking Department, and ns the control of the 
Noto issue involves, rightly, discretionary power, 
and tho exercise of judgment and wisdom, ono wants 
that those powers should bo exercised under tho 
most favourable circumstances for their proper 
discharge. 

11.552. I am not proposing that the Issue Depart- 
ment should he under tho commercial side of the 
hank; I want it quite distinct?— Yes, but then? must 
ho some authority charged with the management of 
the Note issue, and 1 take it that the authority 
charged with the management of tho X?.le issue would 
be the direction of tho bank. 

11.553. Under the control of Government? — Under 
the general control of Government, but we are 
anxious, if n genuine Central Bank is created to 
divest Government so far as we can of detailed 
executive control in these mutters. If a genuine 
Central Bank is created ono would hope that the 
function of tho Government would bo in tho main 
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wutchinp: and approving, and nothing of tho nature 
of a detailed day-to-day interference. If the Govern- 
ment had to deal with detailed quest ions from day to 
day, I think a considerable, if not the main, part of 
the advantages of the project would be sacrificed. 

11,654. If you create this Reserve Rank 1 suppose 
it would have none of tho Government balances which 
the imperial Hunk hold at present? — They would 
have to ho placed in the Reserve Hank, which would 
make appropriate use of them. 

11.555. if that is the case, how could the Imperial 
Hank go on doing tho good it is doing now without 
the help of the Government balances? -.The Reserve 
Hank would, of course, have to place a certain portion 
of tho balances handed over to it, in one way or 
another, at the disposal of the market. It is not a 
part of the proposal that the Reserve Bank should 
lock up funds. 

11.556. T do not mean that. I mean tho branches. 
AVho is going to carry on the branch work?- The 
Commercial Hank would have to carry on the work. 

11.557. Without the balances? Without receiving 
the balances direct, I take it, from the Government; 
but if it is the case that in consideration of bolding 
the Government balance the opening of the new 
brandies has lieen undertaken by the Imperial Hank 
at the request of Government, and on an unremunera- 
tivc basis, the Hank might have a claim to make for 
compensation in respect of obligations undertaken 
under conditions which have not been maintained. 
That would he a matter for investigation, and, if 
necessary, adjustment. Is that your point? 

11.558. No. My point is, who is to continue the 
good work of the Imperial Biiuk as regards spreading 
the hanking liabit in India if you take the balances 
of tho Government of India from that Hank? — l take 
it there would be no diminution of the funds in 
tho market, and in practice the Central Hank would, 
in some way or other, make available a portion of 
the balances deposited with it by the Government to 
tho Commercial Hank. These funds would bo avail- 
able in tho market. They would be placed out in 
the market by buying short term securities and 
by rediscounting eligible paper. They would not be 
held inert. Thus the funds would he placed at tho 
disposal of the market, and in that way the deposits 
of tho Imperial Hank would be increased, f presume, 
in "consequence. That is how I should assume the 
business would be worked. 

11.559. Who will do the Treasury work at these 
branches?-— 1 The Central Hank will not, of course, 
have brunches up and down the country. Subsidiary 
work of that sort would be done by the Hank which 
has these brunches, on terms which would be arranged. 

11.560. On terms with tho Reserve Bank? Which 
would be arranged -quite so. That work must be 
curried on. 

11.561. 1 do not think it would suit India. I think 
it is a very clumsy arrangement. You know bow 
the Treasury balances are worked in India?- I do. 
I do not know whether the arrangement of remitting 
between the various offices of the Bank would 
necessarily be disturbed by an arrangement of the 
kind. I think that would have to continue. 

11.562. (Prof, (Utficijn!.) j just want to aek two or 
three questions on paragraph 2(5) of your 
memorandum. You are of the opinion that, the Gold 
•Standard Reserve and the Paper Currency Reserve 
should be kept separate and not be amalgamated? — 
1 am inclined to that view. We are now assuming 
that a Central Hank takes over the administration 
of l>oth thoBe reserves. 

11.563. Do the great Kuropcan Banks distinguish 
between the reserves for maintaining exchange and 
those for redeeming their Note issue? — Thy do not, 
but those Hunks are not faced with the peculiar 
situation of the unlimited legal tender silver rupee, 
which has created a special problem and which has 
led to the creation of a Gold Reserve fund. The 
point which I had in mind, and which I have thought 
over since the last discussion, was really this — that the 
Note will be the bankers’ Note, and the rupee will 


be the Government’s rupee, and it would meet the 
case, so far us 1 see it, if you have tho account of 
the Banking department, and the account of the Note 
issue department, and tho account of the gold 
standard reserve— the assets being 50 crores, or 
whatever tho figure may be; and on the other side 
the corresponding liability “ Government Deposits/* 
60 eroros to balance it. My only suggestion was that 
the silver rupee, which has to discharge the function 
of providing the internal convertibility of the Note, 
is not in the same position as the Note, and there- 
fore it is not suitable to add the two together in 
one combined statement. My suggestion was there 
should bo the two statements produced in the form 
of a balance sheet, with which wo are familiar in 
tho caso of Banks. 

11,564. You observed in your evidence on the buit 
occasion that us between the paper curroncy reserve 
and the gold standard reserve, the resources of the 
former should be utilised first to maintain exchange? 
— That would be the normal procedure. 

11,665. Did not the Chamberlain Commission re- 
commend that the paper currency reserve should 
no longer be regarded as the first line of defence? — 

1 Bhould have to refresh my memory as to what they 
actually said, but in practice tho view taken 1ms 
been to treat it as available for this purpose. 

11,566. (Mr, Preston.) I would like to ask you some 
questions on the Memorandum* which has been eir- 

SUGGESTIONS FOR SCHEME OF A GOLD STANDARD LEADING TO A GOLD 

Currency. 

(Circulated by Mr. Prekton.) 

1. Stop all further coinage of rupees. 

2. Future issuo of noted to be gold mohur notes con- 
vertible into gold for export purposes only. Such notes 
fully convertible into rupees. 

(a) For purposes of this section it shall lie understood 

that “Export" means gold shipped from Calcutta 
and Bombay to London. 

(b) No shipment Khali bo for a less amount than 100,000 

gold mohurs by any person, or firm, or bank 
whatever. 

3. The weight of the gold mohur Khali be determined when 
tho exchange parity has been deoided upon, but the fineness 
shall be that of the English sovereign. 

4. Council bills shall only be sold to the actual extent 
of Government requiromentH— no more. 

5. All further additional currency as may be required 
shall only be given against actual tender in India of gold 
coin or bullion, and such coin and bullion shall be 
accumulated in India until the fund reaches £100 millions. 

6. Legal tender of rupees not to be disturbed but can be 
reconsidered, say— 10 years hence. 

7. As soon as the now parity has been finally decided upon 
tho rupee value of tho gold and sterling securities in the 
paper currency reserve to be written up to the said new 
parity, and a sufficient amount of securities from the gold 
standard reserve to bo transferred tb the paper currency 
reserve to wipe out the "ad hoc ” securities. 

8. Any balance remaining in the. gold standard reserve to 
be converted gradually into gold and shipped to India, as a 
beginning of the said £100 million fund. 

9. Council bills to be sold by pubJio tender,, either in 
Tmlia, say— monthly, and alternately in Bombay and 
Calcutta, or portion in London. 

10. Full liability to legally establish a complete gold 
currency— not before the fund of £100 million has boon 
accumulated. 

11. All notes shall remain GoVettiment of India notes for 
evor. 

12. Tho sale of council bills by tender may be undertaken 
by the Imperial hank as agents for Government. 

13. Having in view the heavy stock of rupees at present 
in the curroncy ofllco, and , in addition , what is held by 

The Imperial Bank of India, 

The Exchange Banks, 

The Indigenous Banks, 

The Shroffs and moneylenders in the basaars— ebetties 
and others in the outlying districts. 

To tho considerable amount in the aggregate which must be 
continuously held in the custody of the many thoueands 
of industrial concerns operating in India, to the equally 
tens of thousands of shopkeepers, and to 90 per eent. of 
the population of India whose daily transactions must of 
necessity be by means of rupee transactions, it is evident 
that the amount of rupees outstanding in oiroulatton to-day 
- even assuming a liberal figure— is barely sufficient for 
daily requirements. There is, therefore, no neoeesity what- 
ever to contemplate the sale of any portion whatever of 
Government's Stock, which really ought to be looked upon 
as a necessary reserve for not far distant requirements. 
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ciliated (lea ling with the suggestions for a scheme 
of a gold standard loading to a gold currency. 
The first postulate is to stop all further coinage of 
rupees. Will you kindly favour us with your opinion 
on that proposition? — 1 find it somewhat difficult to 
icconcile that proposition with the proposition in 
No. 13, which assumes that the existing silver hold- 
ing of the Government will lie vary readily and 
rapidly absorbed, and apparently it is contemplated 
that when that absorption is completed there will 
be a sudden cessation of any further demands for 
silver. £ find it rather difficult to reconcile those 
two propositions. You are assuming in No. 13 that 
the oxeeas silver holding which the Government now 
hold w r ill be soon required for not far distant require- 
ments. If that* Is so, the desire of India for a silver 
coin is apparently assumed by you to continue, 
though in No. 1 you contemplate it shall suddenly 
come to an end. 

11,567. Would not that ho rather strengthening 
No. 13 than weakening it? — That is not how f see it. 
1 am only dealing with you on the propositions them- 
selves. You recognise that there is a demand for 
silver .which will rapidly absorb the excess holding 
of 40 or 50 crores, and that after that has gone, in 
some way or another you will be nhle to impose a 
radical change in the habits of the people which Ims 
led to that absorption by denying them suddenly any 
further silver. I find it difficult to fit those two 
together. 

11,563. The prosent holdings of rupees in Tndia 
amount to about 75 crores, do they not? — 75 or 
89 crores. 

11.569. You do not want to add to those rupees? - 
No. 

11.570. Therefore I postulate that we stop coinage 
for the time being? — For the time being, un- 
doubtedly. That is admitted. 

11.571. Now No. 2 — that the future issue of Notes 
should be gold mohur Notes convertible into gold for 
export purposes only. Will you favour us with your 
opinion on that suggestion, bearing in mind that 
such Notes are fully convertible into rupees? I 
take it that that suggestion has to lie considered in 
connection writh No. 5, which contemplates that gold 
should flow to India for hanking purposes, as dis- 
tinct from social purposes, on a substantial scale, 
and that Notes should he issued against gold rather 
than against sterling securities. On that point l 
would only say that, as the gold is ex hyphen not 
to he available for internal purposes, it is expensive 
from the point of view of India, and offers no 
advantage to cause large amounts of gold to go to 
India merely to send them back again to this country 
for the purpose of adjusting an unfavourable trade 
balance. You lose the interest obtainable by holding 
sterling securities and no advantage is to lx* got 
from making the gold perform unnecessary travelling, 
because) you yourself indicate that the gold is to be 
for export purposes only. That being so, the require- 
ments of a gold standard can be more efficiently 
given by reducing the actual physical gold movement 
to much Binaller dimensions than this seems to con- 
template and by holding gold securities in your 
note reserve. 

11.572. Would not the possession to a holder of a 
gold mohur Note, which carried with it the right to 
claim gold for export at any time, do away with a I 
thfi grave disadvantages which our currency system 
in India has experienced since 1.914? — I do not see 
that it would in itself do away with them, because 
you have still to consider the existing large holding 
of Notes which would not be of this character, and 
the very large holding of silver rupees for which a 
suitable place has got to be found, and which, as 
far as I understand these proposals, will still con- 
tinue to exist. 

11.573. Your silver rupees are exchangeable into 
your Notes? — Into these gold Notes? 


11,574. Certainly ?- -If the silver rupees are ex- 
changeable into the gold Notes, you are then faced 
with the question of converting the large returns ol 
silver which you receive into gold. 

11,675. Exactly P — At a very substantial loss. 

11.576. For export?— Hut the silver rupees are 
going to be exchangeable for gold Notes. In other 
words, you are not only going to issue further addi- 
tional currency against gold, but you are going to 
enable existing rupee currency to demand gold for 
export, because you say now that which I did not 
understand liefore, that the silver rupee is to be con- 
vertible into a gold Note. That being the case, your 
obligations in regard to the size of the requisite gold 
holding are much greater than I imagined when J 
first read this paper. 

11.577. 1 will repeat my question again: Future 
issues of Notes so that in the ordinary course of 
events your existing issues would, as they come in, be 
cancelled, until at somo period your total issue of 
Notes would he gold mohur Notes? -May l put this 
question? You will be having silver tendered to you 
in exchange for gold Notes P 

11.578. Exactly ? — Tho backing for those gold Notes 
must be gold, but you have only at present received 
silver. Therefore you are under the obligation to 
convert your silver into gold? 

11.579. That is exactly the object- so that we can 
no longer ho faced with that hesitation on the part of 
any Government authority of refusing to give reverse 
councils when the exchange position demands it?— As 
I see it the scheme appears to me to be this. The 
Finance Department’s project contemplated the 
exchange of gold coins for rupees. Your project con- 
templates the exchange of gold certificates, in effect, 
for rupees. You would yourself lie brought up against 
all the difficulties w'hich I have gone into in dealing 
with the Finance Department’s scheme in connection 
with the possible demand on yourself for gold; and 
also with the difficulties that would attend the sale of 
large amounts of silver. In fact you would be up 
against the sort of difficulties which I dealt with in 
memorandum No. 3, because the scheme does not 
appear to differ in that particular from the Finance 
Department's project. 

11.580. Would it not be possible for you to cnvidhge 
a position whereby, exchange falling to tho export 
point and the Banks desiring to maintain exchange, 
they should know that with their gold Notes in their 
tills all they had to do was to take them to the 
currency office and claim gold for them without 
having to wait for any notification? — Tho statement 
I made at the opening of to-day’s mooting made it 
perfectly clear that the Banks would, on demand, ho 
able to obtain the equivalent gold exchange without 
any question of notices issued ad hoc. 

11.581. (Chairman.) And to an unlimited amount? 
— 'And to an unlimited amount. 

11.582. (Mr. Preston.) Then, according to the state- 
ment which you made this morning, your idea now is 
unlimited acceptance of imported gold at par and the 
unlimited issue of gold for export at par?- No. I 
said gold at par or, at the option of the Bank, an 
equivalent amount of gold exchango payable in any 
country outside India approved by tho Governor- 
General in Council and maintaining a free gold 
market. [ have all through laid great stress on the 
fact that the option hetw r een paying gold, or equiva- 
lent gold exchange, must rest with the Bank. 

11.583. Tf the option rested with the Government of 
giving exchango instead of gold, then perhaps your 
contention might hold good ; but I would repent again, 
if you say that the option of taking foreign exchange 
or gold rests with tho caller, would it not be correct 
to say that your proposition is the unlimited accept- 
ance of imported gold at par cm the one side, and tho 
unlimited issue of gold for export at par on the other 
side, because you say it is at the option of the caller P 
— No. I say it is at the option of the Central Bank. 
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When 1 said the word “ Bank ’* what is meant is the 
Central Bank. What I road out wore two draft 
clauses regulating the Central Bank, and whenever 
“ Bank ” is mentioned it means tho Central Bank. 

11.584. (Chairman.) You have been momentarily at 
cross purposes. 

11.585. (Mr. Preston.) Perhaps it wus my fault. 
(To the Witness.) That is vory excellent, bccuuso that 
rather enlarges the scopo of that clause. 1 would 
repeat again that what our difficulty has been— and 
it is well within your own knowledge — is the hesitancy 
on tho part of Government hitherto, and the delays. 
Whonover weaknesses appeared either from political 
crises or commercial crises, or crises resulting from 
had monsoons, we have always been in the position 
of supplicants. We have had to go and press for a 
certain policy to b© carried out, and my idea of the 
fiest means of getting away from that was to have 
hud a Note so framed that we could call for tho gold 
or for tho foreign exchange on presentation of the 
Note; but this morning you have gone beyond that, 
and you now say wo should make it statutory — 
unlimited acceptance and issuo of gold? — Yes. T hope 
tho scheme which £ suggested this morning meets tho 
point and will get rid of any question of the hesitancy 
to which you rofor as having characterised proceedings 
in past times. 

11.586. That improves that clause immensely. 
Now No. 4: “Council Bills shall only be sold to the 
actual extent of Government requirements.” — On 
that, I observed on a previous occasion that all 
remittance's made to this country arc for tho purposes 
of tho Secretary of State. What I understand the 
clause to mean is that after drawings to the extent of 
Government requirements in the broadest sense— that 
is to say, present and prospective, on revenue account 
and on capital account— have been made, gold should 
move to India and should form a backing for an 
emission of Notes in lieu of sterling securities which, 
under present and past practice, have very largely 
taken tho place of gold for that purpose. I pointed 
out in tho initial observations on that point that in 
so far as this gold was not required for internal 
purposes there was no particularly apparent 
advantage in forcing it to move to India with tho 
prosit of having to move it back again in tho event 
of an adverse balance of payments arising at any 
time and losing interest by holding idle metal in lieu 
of investments; and in tho early discussion with you 
I said that the position of remitters from India at 
such times would be absolutely safeguarded by 
statutory clauses imposing certain obligations on the 
Central Bank. 

11.587. Yes, and tho explanations which you have 
tendered in answer to questions put to you this 
morning would also be a part answer to that question. 
I will pass on to No. 6: 11 Legal tender of rupees not 
to bo disturbed.” — I entirely approve of that. 

11.588. No. 7: “ As soon as the new parity has 
been finally decided upon, the rupee value of the gold 
and sterling securities in the paper currency reserve 
to lie written up to the new parity, and a sufficient 
amount of securities from the gold standard reserve 
to he transferred to the paper currency reserve to 
wipe out the ad hoc securities.” Would you give us 
your opinion on that suggestion? — When a new 
parity has been laid down the gold and sterling hold 
by the Government must be revalued in tho light of 
that parity. As regards the question of adjusting 
your holding of real assets between the two reserves, 
that appears to be in part u bookkeeping 
matter, because your real assets would not, 
in their aggregate, be altered. Whether it would 
he found convenient in practice to blot out 
altogether the ad hoc securities by substituting 
real assets from the gold standard reserve seems to 
me to require some reflection. T think the amount of 
tho ad hoc securities, on the assumption of a Is. fid. 
exchange, would he something like 43 croros. The 
gold standard reserve is 53 erores, bo the residue 


which you contemplate in this clause would be just 
10 croros. But you have got a large silver liability 
outstanding, and when you get back silver in excess 
of 10 croros as a return from circulation, the question 
would arise as to how you were to deal with it. 
Under a scheme of the kind you assume such silver 
would not be able to go into the paper currency 
reserve, because you are contemplating that any 
future issues of currency should only be against gold. 
Supposing you had sold sterling securities in London, 
held on paper currency reserve account, and you had 
got rupees in India: those rupees would not be able 
to go into the paper currency reserve to take the 
place of those sterling securities, and you would be 
in some difficulty. You would probably lie forced to 
recreate your ad hoc securities. 

11.589. After tho writing up of the securities we 
would have a surplus in the gold standard reserve of 
something like 13 crorcs of rupees, would we not? — 
Some such figure. 

11.590. That brings me to the next question : 11 Any 
Imlunco remaining in the gold standard reserve to 
be converted gradually into gold and shipped to 
India.” Whut effect would that have on the con- 
tention which you have just mentioned?— If you 
received rupees back against a redundancy of rupees, 
what would happen would be that gold would go out. 
If .you got back more than your 10 or 13 croros of 
ru poos you would not know where to hold them, 
because you would have had to have inot them by 
drafts on the sterling assets in the paper currency 
reserve, which would be pro tanto deficient, and you 
would not be able to fill their place with the rupees, 
because you have debarred them from the reserve. 
You would, in a case of that kind, I think, liuvo to 
recreate your ad hoc securities so as to take the place 
of the sterling withdrawn, and the rupees would then 
presumably be held in the gold standard reserve 
again. I do not think there would be any advantage 
in introducing that complication. 

11.591. Ad hoc securities to-day, in the paper 
currency reserve, represent deficiencies which were 
created owing to certain operations, we may call 
thorn, and really, in so far as security goes, they 
amount to nothing more or less than I.O.U.'s of the 
Government of India, not even carrying interest. Is 
not that so?— That is so. 

11,992. Then would it not be a reasonable sugges- 
lion to say, as you do say in Clause 5: “There 
appear to be strong arguments in support of the 
view that the gold standard reserve should be main- 
tained os a separate fund ”P Later on you say : 11 It 
would seem scarcely consistent with his present 
responsibilities that he should band over the control 
of the reserve, which must be employed for the sup- 
port of the exchange, to another authority.” Suppose 
you wore transferring a sufficiency of gold to 
extinguish these worthless securities, which under no 
circumstances can ever be looked upon as a support 
to exchange, and supposing gold was going into your 
paper currency reserve, which would become a Very 
strong support to exchange, and that the balance of 
actual gold was being shipped to Tndia, still to form 
the nucleus of your gold fund, should it at any future 
dato be decided upon to issue gold coins, what then? 
— I he operation would not have increased tho aggre- 
gate real assets held by the Government. You would 
Imve extinguished some securities which are of no real 
value, as you yourself indicate, but your real assets 
which are of value would not have been increased. 
It would be merely an accounting matter how they 
were exhibited. 

11,593. So practically what we would be doing by 
that operation would be still maintaining the strength 
which we possess to-day in one fund instead of two, 
and by that writing up get rid of what is to-day a 
worthless asset?~That is so, but the real point is that 
you continue to hold the real assets, and, if yon sub- 
stitute securities from the gold standard reserve for 
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the ad hoe securities, you may conceivably find your- 
self in an embarrassing position, having to re-arrango 
your accounts to meet a change in tho currency 
position. 

11.694. With regard to No. 10, you told us some 

days ago, in reply to a question pub by the Chair- 
man : “1 agree with u thoroughly efficient gold 

standard without degradation of the rupee but you 
added 11 and without gold in circulation.”— Without 
promoting a gold currency for circulation. 

11.695. I would now put to you this. Clause 10. 
11 Full liability to legally establish a complete gold 
currency- not before the Fund of £100 million has 
been accumulated. ” It might take a period of 10 
yours or longer. Will you kindly favour m, with 
your views on that point?— In dealing with my mem- 
orandum No. 3 I wont into the preliminary work 
which is required on the showing of the Indian 
Finance Department’s memoranda with a view to 
establishing a gold circulation in India. I apprehend 
that some preliminary operation of the kind nf which 
tho Finance Department’s memoranda speak will bo 
necessary. Tho scheme you have been good enough 
to put lief ore me does not deal with that preparatory 
work to any extent. I think if you come to con- 
sider that preparatory work you will find yourself 
brought up aguinst the criticisms which have been 
discussed in connection with memorandum No. 3 deal- 
ing with the Finance Department’s project in India, 
because you would still have in existence the un- 
limited legal tender silver circulation and the large 
amount of silver coin also at present unlimited legal 
tender in store; and at some stage or other the 
potential liability involved in that position would 
have to be tackled. 


11,596. We have it in evidence in India that, acting 
on tho assumption that council bills wero only sold 
to the full extent of the Govern liient’s actual require- 
ments, India could accumulate on a yearly average 
between five million pounds and ten million pounds 
of gold annually? — III tho currency reserve. That 
is altogether apart from the social intake. 


11,597. So that if India were prepared to accept 
the onus of cost on such propositions, would you agree 
to their doing so? -I do not think that tho accumula- 
tion of £100,000,000 of gold in the way you suggest, 
even assuming it lo be done without disturbances to 
which India could not be indifferent, would in itself 
enablo you to carry through tho operation, because 
you would have against that £100,000,000 of gold an 
emission of gold certificates, in effect, under this pro- 
ject, and you have still got to face the point that 
there is in indiai a large amount of unlimited legal 


tender silver currency which at somo stage or other 
may corao upon you as a demand and which you have 
to be prepared to meet. Tho project that was con- 
sidered in India in regard to that liability was to 
draw upon the existing gold or sterling assets for tho 
purpose of wiping it out. You would, L think, have 
to face tho same problem under a scheme of this kind, 
and this paper does not indicate how you would deal 
with that particular problem. 

11,598. May I pass to No. 13. 14 Having in view 

tho heavy stock of rupees at present in the Cur- 
rency Office, and, in addition, what is held by the 
Imperial Dank of India, the Exchange Banks, tho 
Indigenous Banks the Shroffs and moneylenders in 
tho Baxaars— chetties and others in the outlying dis- 
tricts to the considerable amount, in the aggregate 
which must be continuously held in the custody, of 
tho many thousands of industrial concerns operating 
in India, to tho equally tons of thousands of shop- 
keepers, and lo 00 per rent, of the population of 
India whose daily transactions must of necessity be 
by mo«"« of rupee transactions, it ia evident that the 
amount of rupees outstanding in circulation to-day— 
even assuming a liberal figure— is barely sufficient for 
daily requirements. There is, therefore, no necessity 
whatever to contemplate the sale of any portion what- 
ever of Governments Stock, which really ought to be 


looked upon as a ncce&mry reserve for not far distant 
requirements.” I take it you agree with that? — 
Yes, broadly speaking. I think the scheme for selling 
silver will be found on examination, assuming 
reasonable data for absorption and un appropriate 
difference between buying and selling price, not to 
offer any sufficient prospect of pecuniary gain to tho 
Government in the long run to justify tho operation. 

11,699. (Sir Mnneckji Ihulabhoy.) I would like to 
take you hack to your memorandum No. 4. T do 
not exactly follow your scheme lor the creation of 
a new Deserve Bank which you advocate, and which 
you said should take over the hanking duties now 
discharged by tho Imperial Hank, along with any 
additional banking and currency function now dis- 
charged by Government that may he deemed suitable 
for transfer to the bank. \ gather that you would, 
if this new Reserve Hank is created, allow it and 
tho Imperial Hank of India to eontinue ns separate 
entities?- My idea is that they should ho two hanks 
under different directions. 

11.000. As separate entities?- -Yes. 

11.001. Governed by one statute, or by tarn different 
statutes? — Tho Central Hank would have its own 
independent statute. The Imperial Rank’s present 
statute would have to be ro-ox tin lined, and would no 
longer lie suitable if it became a commercial bunk 
pure and simple. The present limitations on its 
functions would require to bo considered, because it 
is clear that if it is converted into a genuine com- 
mercial bank pure and simple, soino of the limitations 
on its present business would no longer bo required 
to lie maintained. 

11.602. You would hnvo Government representation 
on both hanks? — No. I should contemplate that the 
Government’s representation would he concerned 
with the Central Bank, and that tho Commercial 
Hank should lie subject to the general banking law 
of India, which I should hope would bo sufficient for 
the purpose. 

11.603. And this Reserve Bank will hold Govern- 
ment balances?- They would he deposited with the 
Reserve Hank, which would make appropriate use 
of them. 

11.604. This Reserve Bank will have tho power of 
Note issue P — That is contemplated. That is an 
essential part of tho scheme — that it should he a hank 
of issue. 

11.605. Will this Note issue he done in tho name 
of the Reserve Bank, or on behalf of the Government 
of India? — It should he in the name of the Reserve 
Hank. You will understand, as I stated at the outset 
of Memorandum 4, that that is based on the view 
thut tho Commission are satisfied from the evidence 
taken in India that no untoward consequences are 
to be expected from the replacement of a Govern- 
ment Note by a bank note. 

11.606. Then this Reserve Hank will not he acting 
ns agent of the Government of India in any circum- 
stances?- Only in so far as it is employed as the 
agent of the Government of India to hold tho Govern- 
ment- balance, and to carry out on behalf of the 
Government certain other duties, some of which are 
now discharged by tho present Imperial Bank, F'leh 
as tho management of dobt, and other things of that 
sort, which are entrusted by Governments habitually 
to hanks. The bank will not as tho agent of the 
Government in those sort of matters. 

11.607. Would you hand over all tho reserves to 
this Reserve Bank?— The reserves would both be 
handed over to the Reserve Bank for administration. 
Tho reserve against, tho Note issue, and the reserve 
against the silver rupee, might ho held separately, 
hut they would both have to he dealt with in the 
statutory provisions regulating tho constitution of 
the Bank. 

11.608. Let us consider how this Note issue question 
would affect public confidence. Do you think if this 
Reserve Bank is permitted tho power of issuing 
Notes, its issue will carry the same amount of con- 
fidence as the Government of India Note issue?—! 
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feel that the authorities, whom the Commission must 
have consulted in India, cun give you better guidance 
on that subject . than I can. Speaking from such 
knowledge ns 1 have of Indian affairs, I should hope 
that if it was known that the Reserve Bank was 
such us to have been entrusted by Government with 
its balance and with other responsibilities, the public 
would have confidence in the promise to pay of that 
bunk. 

11,(509. You have been connected with the Secretary 
of Stute for muny years in various capacities, and 
you also know tho chequered history the noto issue 
lias gone through in India, mid how it was the war 
emergency that brought it into more prominence and 
gradually made it more popular. The notes were not 
regarded from the same favourable standpoint before 
the war as they now are. ff you give this power of 
issuing notes to a new agency altogether, hearing in 
mind the fact that tho Indian public is accustomed 
to look upon tho Government of India os the 
traditional agency for tho purpose of issuing notes, 
is it not likely that you will bo incurring serious risk 
by going in for a measure of this kind? — Those are 
most important considerations which havo to be 
remembered, but one must realise that it often is 
emerge neieu such us the kind that you have referred 
to that in the end do promote good banking habits, 
f believe it is the case that in Franco doposit banking 
received an enormous impetus from the events that 
happened nfter the Fra neo-Prussian war, which 
induced the peasants of France to bring their savings 
to tho banks. I do not regard the fact that the 
development of the note issue has taken place only 
recently, and in circumstances such as you indicate, 
as being any ground for apprehending that thore will 
bo a setback in the note issue, provided that the 
people of India are given evidence* that the noto issue 
is under statutory control, and is in the hands of the 
Authority in which the Government itself has placed 
the greatest possible confidence, and has shown the 
greatest possible confidence by depositing its own 
balance. 

11,610. I put it in this way. The Imperial Bank 
of India lias been in existence for the last fivo years, 
and so far lias done w r ell. There has been no conflict 
between the Government India and the Imperial 
Bunk of India on the matter of its general policy. 
The two apprehensions (a) and (b) which you have 
mentioned in paragraph 2 have aIso been secured. 
Tt also should bo borne in mind at this stage that a 
genu i no central bank of the character which you have 
delineated is not a possibility in India for many years 
to come. Is there any objection to the noto issue 
being loft to the Imperial Bank of Tndia as it is at 
prosent constituted, either as agents of tho Govern- 
ment, or by giving the Imperial Bank full power to 
issue its notes? — Tho efficiency of banking throughout 
the great continent of India seems to me to depend 
in the last resort upon the creation of a strong central 
banking institution which would hold the ultimate 
hanking reserves of the country. My view is that it 
is desirable that a bank vested with tho responsibility 
of holding the ultimate banking reservo of tho 
country should not be itself a hank engaged in the 
business of ordinary commercial banking which in 
some respects may involve risks unsuitable for a 
Central Reserve bank. It is most desirable now that an 
opportunity lias come far going into thiB question to 
give India tho best and mast approved system in the 
light of modern experience. Point (a) to which you 
refer in my paragraph 2 has not, of course, at present 
come into practical evidence, because the respon- 
sibility for currency management in tho country has 
hitherto rested with the Government which is a body 
dotacbed from commercial banking. T think, there- 
fore, that one wants to preserve that detachment if 
one is going to hand over active responsibility for 
currency control in India to a bank — in other words, 
that the bank should be itself detached, as far ns may 
be, from the ordinary operations associated with com- 
mercial banking. 


11.611. Quito so; but apart from this question of 
currency (of course the currency has not been handed 
over to the Imperial Bank) has there been any serious 
complaint by any other bank that the Imperial Bank 
of India has carried on its trade work in derogation 
of the interests of any other banks in India P — Not 
that I am aware of, but you will realise that the posi- 
tion might be different if further wider responsibilities 
und privileges were to be given to a Bank which is a 
commercial bank. You realise a new factor would be 
introduced into the case if wider responsibilities and 
privileges in regard to tho note issue were conferred 
upon what is very largely an ordinary commercial 
bank. At present these privileges and responsibilities 
have not boon so conferred, but the attitude of other 
hanks to which you refer might bo affected by the fact 
that a change in the nature of the responsibilities and 
privileges of the Imperial Bank was in question. 

11.612. In answer to Sir Purshotamdas Thakurdat 
you stated Chat the Government of Tndia as a big 
depositor has a right of controlling its deposits and 
regulating general policy in those matters. Does not 
the present agreement with the Imperial Bank of 
India provide for all these necessary safeguards? — 
Under present conditions the Government is complete 
muster of its own deposits. 

11,013. Am I also to gather that throughout your 
scheme you wish to keep tho Secretary of State for 
India supremo in the matter of directing tho financial 
policy? — I have suggested that as regards his own 
deposits with the bank he should not be placed under 
conditions more adverse than apply to other large 
depositors with the bank. As regards general policy 
my idea would be that if a genuine central bank is 
created provision should be made for his keeping in 
close touch with the bank and knowing what is going 
on ; but that the active direction and control of policy 
would rest with the bank, subject to the Government’s 
bolding a watching interest in the policy so carried 
out. 

11,(514. I see your point, but can you enlighten the 
Commission as to any other country in the world with 
a central bank where the Government keeps powers of 
control or interference in the matter? — In the ease of 
the bank of France — Sir Henry will correct me if I 
make a mis-statement of fact — the Governor and the 
Deputy Governor are appointed by the Government 
and arc in constant touch with the Government. The 
higher policy in finance as carried out by that bank in 
ordinary times has been based upon the action and 
direction in the main of the Governor and the Deputy 
Governors, who are closely lit to the State. T believe 
also that in the case of the Federal Reserve Board 
which supervises the operation of the Federal Reserve 
banks, the Secretary of the Treasury is an ex officio 
member, and a very important member in practice, of 
the Federal Reserve Board. Those are two 
instances. 

11,615. I quite realise that point, that the appoint- 
ments should he subject to Government control, and 
they should have the sanction of the Government; 
but in paragraph 3 you state something 
more than that. You say: “ It is necessary to en- 
sure that the Government should have an effective 
voice in regard to the higher financial policy of the 
lmuk, though the management of its day-to-day 
business would continue to rest with tho bank’s 
officers.” You are speaking of 11 an effective voice.” 
1'h at means something more than the mere obtaining 
of sanction for the appointment of the Governor 
and Deputy Governors? — Yes; but you will realise 
that that clause from which you are quoting is sub- 
ject to the previous clause which deals with the 
discharge of an additional responsibility by the Im- 
perial Bank without any material change in its 
present constitution. In our questions now we are 
not dealing with this position, but with the alterna- 
tive which is referred to in the previous portion of 
this memorandum of the creation of a genuine 
central bank, and I have all through tried to make 
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it clear that my attitude on the subject of the 
Government’s intervention in regard to the conduct 
of central banking functions by a commercial bank, 
must be different in its general character from the 
attitude of Government to the conduct of central 
banking business by an exclusively central bank. 

I cannot lay too much stress on that. It is a point 
which I brought out in my examination by the 
Chairman, and I would like to take this opportunity 
of reasserting it. 

11.616. With the constitution of the Central Bank 
would you still insist on the ultimate responsibility 
for the maintenance of the exchange being left to the 
Secretary of State? — 1 have suggested that a statute 
on the lines that we discussed before should define 
the responsibilities of the central bank in regard to 
the maintenance of exchange, which responsibilities, 
if carried out on tho lines indicated, would absolutely 
ensure the gold value of the rupee. In that way you 
will see that the Indian Legislature which would 
have passed the Act concerned would have taken 
tho responsibility for the general line of policy im- 
posed upon the Central Bank. It should he for the 
Central Bank in the day-to-day conduct of the 
Indian money market to ensure that the responsibili- 
ties vested in it by the statute of the Indian Legis- 
lature were properly carried out. I have said that • 
think it is important in the case of India, particu- 
larly where a sort of break of gauge is contemplated, 
to keep the Government associated with tho Central 
Bank, as is tho case with the Federal Reserve Board 
of the United States, and as is tho case with other 
central banks, though the method of keeping contact 
differs in different casos. I think for the same 
reasons that you yourself havo givon, namely, the 
attitude of the people of India and the commercial 
community in India towards the Government, 
additional confidence would be felt in India if the 
liaison is explicitly recognised. 

11.617. Will you confine this maintenance of the 
additional responsibility in tho matter of exchange 
to Government remittances, or also to remittances 
for trading purposes? — As regards tho remittances 
for Government, for its own purposes, the Govern- 
ment would bo in the position of any other large 
depositor with funds at the bank. In other words, 
it would be master of its own funds. It would be 
able to expross to tho hank its desiroB regarding the 
translation of rupee funds into sterling funds as 
might be required from time to time to suit its 
purposes. But it is obvious in carrying out its 
policy in regard to these funds it would be working 
with the guidance of, and under the influence of, its 
expert finance advisers; that is to say, the direction 
of the Central Bank. 

11.618. (Chairman.) If possible, let us keep the 
evidence to a single subject at a time. 

11.619. (Sir Henry Ntrakosck.) You just dealt, in 
reply to the questions of 8ir Maneckji Dadahhoy. 
with the question of the Government association and 
control in the affairs of a real central hank. Am I 
right in saying that your view is that this association 
should only take the form of tho Government appoint- 
ing the Governor and Deputy Governor, and having 
some minority representation on its Board, and that 
you rule out the limitation suggested in your memo- 
randum as regards a finance officer being represented 
on the Board who has a right of suspensory veto ; ami 
do you alBo rule out the provision in the present 
Imperial Bank charter (I believe it is Clause 10 (2) ), 
empowering the Government to issue instructions 
if the policy of the hank docs not appear to the 
Government to be the right policy? 

11.620. (Chairman.) Before Mr. Kisch replies 1 
might remind him of his answer to a similar question 
on the third day when I was examining him. I said : 
«• Supposing a true reserve bank were to be founded, 
would you still think it necessary to continuo tho 
suspensory veto of Government directors and the 


powor of the Government to issue instruction ns re- 
gards tho not© issue? ” and the reply was: “In such 
a case £ should regard it as right to entrust the 
bank with a much wider degree of responsibility*. 
As 1 said on the last occasion, I consider that in 
any event, in the circumstances of India, close asso- 
ciation between the bank and the Government would 
be necessary, but T should hope that in such a situa- 
tion the hank would do the work aiul the Government 
would be able to look on with tacit appmviil. If, on 
the other hand, the hank were to do something whieh 
tho Government consider contrary to the supreme 
financial interests of India which might jeopardise 
the exchange or the security of its balances, f con- 
sider it would he desirable that the Government 
should have somo right of intervention. I appre- 
hend that in practice it would practically never have 
to exercise its right.” 

11,621. (Sir Henry Si rnkosrh.) It is on that very 
point T should like to havo Mr. Kisch's views, be- 
cause 1 think he has somewhat changed his ini ml 
on the subject since he made that statement to tho 
( 'om miss ion? — Broadly speaking, that represents my 
view. 1 do feel that in the caso of India one must pro- 
vide for close association, ami I think that in the 
case of India one of the representatives appointed to 
the Board of the bank would in practice he a high 
financial officer of tho Government, capable of making 
the views of the Government felt, and who would 
report to the Government on any matter which he 
thought worthy of very serious notice. It is a 
difficult question to know whether tho statutes of 
(he hank should give the right to the Government 
representative to suspend action pending reference 
to the Government, or whether it should give him 
a right of conveying positive directions from the 
Government. 1 daresay one’s attitude on that point 
would not necessarily be the same now when you 
are starting a bank as it would be after you hud 
ten years’ experience of the working of the bank. 

T want the bank to start with the feeling that it 
has got the maximum confidence of the Indian public 
behind it. If the view was held that that confidence 
would he increased by giving in so many terms a 
right of suspensory veto to the Government repre- 
sentative, I think thatj in spite of the fact that it 
would he rather an unusual provision, it might he 
worth having for a period of leu years, ft wo found 
after a poriod of ten years that thnt particular pro- 
vision was in practice unnecessary, and that confidence 
in the bank had heen absolutely established, that is a 
clause which then might disappear. I should feel very 
much guided in that kind of thing hy what people 
with knowledge of the Indian public tell me ns 
to the way in which they would look at such a 

hank. If they would look at it in an entirely 
different way if there was a Government official 
with h suspensory veto, then T should accept it. 

If, on the other hand, they tell me that if a 

Government representative is present they would 
have full confidence in it, knowing that the hank 
will always in practice conform to any strong wish 
expressed h,v him without any formal suspensory 
veto, then I should say it would nut lie worth while 
to insist upon such u provision. 1 do not know 
whether my opinion on that point is of any par- 
ticular help to you, Sir Henry. 

11.622. Well, it is certainly a help, hut I am 

afraid it runs counter to the very definite view 
generally held thnt banks, and especially banks of 
issue, should bo free from all Government control. 
As far as I am aware, there is no bank charter 
in existence which gives the Government the right 
of such a suspensory veto?— -No. 

11.623. I was very., anxious to hoar your views 
about it. The Brussels and Genoa Conferences have 
definitely, and in identical terras, laid down this 
proposition ?— The Brussels and Genoa Conferences 
were held under the influence of circumstances in 
which Governments driven to desperation had grossly 
abused the principles of the note issue. I can 
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quite understand, and absolutely agree with the 
proposition as a general case. But in dealing with 
India we have to realise that we arc dealing with 
a country where bunking progress is comparatively 
recent, and where the ptuplo have been habituated 
for very long periods to look to the Government 
with a degree of confidence which is probably not 
vouchsafed to Governments anywhere else. L think 
there is a difference in the case of India from 
other countries from that point of view. 

11,(324. I am supposing that a true central bank 
is set up whose charter provides very definite 
limitations as far us the character of its business 
is concerned, and of course, so far os the right of 
note issue is concerned. To test the utility of such 
u suspensory veto or interference by the Govern- 
ment, in what circumstances would you regard it as 
necessary for the Government to interfere in this 
manner? What are the conceivable circumstances 
in which tho Government would do it? — The kind of 
circumstanco would be when a question might arise 
ns to stiffening tho rate of discount in India, or 
contracting circulation. It is conceivable (I do not 
think it is likely) that there might lie a difference 
of view as to what a particular situation desiderates. 
Tt would be difficult to say which purty would be 
right, but it is conceivable that there might be 
such a difference of opinion, ns tliero have boen 
differences of opinion in this country, regarding the 
policy of a central bank on the part of important 
members of the public at different times. 

11,(32-5. Under a properly constituted central bank 
the movement of reservo funds in the issue depart- 
ment is surely a very dear indication whether con- 
traction or expansion is advisable. Where does the 
Government’s superior knowledge come in? — The 
Government would not have any superior knowledge. 
Tt would be largely a question of creating confidence. 
I have looked at it from the point of view of creat- 
ing confidence and lending support to a particular 
policy. The fact that they are thoroughly identified 
with the hank would presumably net as a pro- 
tection to the hank against adverse criticism out- 
side, and would strengthen its independence. That 
is the position. It is a question whether tho 
independence of the bank vis-a-vis outside parties 
would lie strengthened by the close association of 
Government in this way, or whether it would he 
weakened. I think in the circumstances of India 
theie is some gro.und for holding that tho confidence 
of tho public might be increased and the 
independence of the bank might lie strengthened. 
You will realise that the position of the Indian 
Government is different from that of the ordinary 
political government with which wo are familiar 
in Europe generally. 

11,(526. You put it on the score of confidence. 
Would yon feel more confidence in a motor whero you 
have one driver in complete control of the accelerator, 
brake and clutch, or wliero you had two people in 
control, one of whom would have the power to put out 
of action at any moment your accelerator, your brake, 
or clutch? — Well, of course, there is only one answer 
to that question, hut the real point is whother tho 
analogy holds, because there would not lie two people 
working the machine. The machine would only be 
worked by one authority. Tho only question is 
whether u right decision is more likely to be urrived at 
with two heads thinking the thing out than with one. 
I should put it very largely on the score of confidence. 
T foci sure that people who have more first-hand 
knowledge of Indian conditions than I have would be 
ahlo to advise you. I can only give you my 
impression, having regard to the general attitude of 
Indian opinion to Government. 

11,627. I would also like to know in what way the 
association of the Secretary of State with tho 
Advisory Committee of the Central Bank in London 
could be helpful in avoiding wide fluctuations in the 
purchasing power of gold, which aro really tho 


functions of co-operation amongst central banks. - 

The point that I had in my mind was this. In the 
regulation of exchange between India and this 
country as wo have seen it working in the past when 
wo have had a fixed upper gold point at which drafts 
on India were sold without limit, questions have 
arisen of movements of gold to India to a greater or 
less extent. The extent of those movements of gold 
from this country to India is influenced by tho policy 
of the bank in regard to the sale of rupee exchange. 
It is conceivable a situation might arise — I think Mr. 
Preston referred to this in his memorandum, whero 
there might be an alternative open to the bank of 
selling rupee exchange to a greater or less extent, 
thus decreasing or increasing the actual movements of 
gold. Thnt seems to me to bo a question whero the 
views of the Central Bank in a great gold centre like 
London would bo very vita] to a proper handling of 
the matter from the point of view of tho interests of 
Tnrlia and other countries; I am only suggesting that 
in u case of that sort the views of India on the point 
might be put, as far as they wore of value and 
importance, to the Central Hank hero with authority 
by tho natural spokesmen of the Government. That 
would be one case. Another rase which I had in mind 
would bo this. Take, for example, the holding of the 
large gold reserve fund of 50 crores or so invested in 
this country, which at present is the property of the 
people of Tndia. I think it is right in a matter of 
that sort where the investment lias to take place on 
this side, that the authorities here charged with the 
supreme interests of India should note what is going 
on and keep in close touch with what is happening, 
as is the case at the present moment, in regard to the 
investment of these large funds, in regard to which, of 
course, the Secretary of State has the advantage of 
expert financiers, not officials only, to help him. 

11.628. In other words, you would not be satisfied 
with an obligation put upon the bank to buy and sell 
gold or gold exchange at fixed points? -That is an 
absolute obligation. They would also bo telling rupeo 
exchange in the ordinary course of their business, 1 
suppose, much in the same way ns rupeo oxchange 
has boon sold in tho post. Gold could always go. 

11.629. Within two gold points?--. Quite so. 

11.630. To maintain the purchasing power of tho 
native currency in terms of gold? — Yes. 

11.631. There aro one or two questions I should like 
to ask you in regard to your proposition of retaining 
the prosont system of a paper currency reserve and a 
gold standard reserve. I suppose you will agree that 
any currency system should bo comprehensible, to 
tbo ordinary public? — That is a very important 
desideratum. 

11.632. And therefore the function of those two 
reserves would have to be closely defined in the bank 
charter? — That is so. 

11,(533. Would you describe the function of the one 
and the othor? I>et us take the paper currency 
reserve first, and then the gold standard reserve. — 
The paper currency clauses would have to deal with 
the fiduciary issue, its limitation in amount and its 
form of backing. It also would have to deal with 
the requisite provisions for ensuring the internal con- 
vertibility of the noto into the rupee, assuming that 
tlial continues in the future os it has done in the 
past to he un essential factor of the paper currency 
reserve. Provisions dealing with the gold standard 
reserve would have to lay down the general range of 
security which is admissible as a holding of that 
reserve, and would have to impose upon the authority 
charged with its administration an obligation of 
maintaining its corpus under the varying influences 
which may affect the form of holding at different 
times. 

11,634. You have not quite answered my question 
as to the purpose of these two reserves. Do I under- 
stand you to say that the paper currency reserve is 
merely to ensure internal convertibility of the notes 
into rupees, and the gold standard reserve is merely 



MINUTES OF EVIDENCE. 


75 


10 March, 1926.] 


Mr. Cecil H. Kisch, C.B. 


[Cmiinued. 


to maintain the external value of the rupee ?— I do 
not say that those are the two functions, and that 
the two functions can be separated in that way. 1 
have only indicated that the function of the papor 
currency reserve at present differs from the function 
of the gold standard reserve as it is at present. The 
employment of the paper currency reserve by the 
Central Bank would be influenced by their policy in 
regard to the cardinal duty of maintaining the 
exchange at the fixed level, that is, between the gold 
points. 

11,636. And the paper currency reserve P — Their 
function of controlling the sisae of note issuo from 
time to time would have to be carried out with regard 
to their responsibility for maintaining the gold 
exchange value of the currency. 

11.636. Of the currency or of the notes? — In 
practice it would be effected by the contraction of 
note issue. 

11.637. Or contraction of the rupoe issuo. Can you 
control which kind of token money you are going to 
conti act? — No. You ure getting returns, of courso, 
in the two forms. 

11.638. Exactly. — And the functions must overlap. 
The question, as I understand it, hetwoen us is 
whether you should have one account which included 
the gold standard reserve on both sides, or whether 
you should havo a note issue account Buch as we arc 
familiar with in the case of the other note-issuing 
banks, and a second account which would bo on tho 
one side gold standard or sterling assets, as it is at 
present, and on the other side corresponding liability, 
which I suggest might bo in the form of Government 
deposits equivalent in amount to. gold reserve assets. 
The position would be that there had been in theory 
a deposit of Government funds aggregating 63 or SO 
crores, as the case might be, and on tho other side 
there would be an exhibition of securities represent- 
ing assets held against that liability. So it is really 
only a question of whether those two should bo 
aggregated into one account, or whether they should 
be in two separate accounts. The use of them would 
overlap, and tho bank would havo to decide, as 
circumstances might be, as to whether it exhibited a 
contraction of the circulation within the one or within 
the other. The aggregate effect on tho circulation 
would be the same in either case. 

11.639. I want to bo convinced that the functions 
of the two reserves are so different that it is 
necessary to keep two reserves, because, as you are 
aware and as Sir Maneckji has mentioned, we do 
not know of any central note-issuing hank that docs 
keep two reserves. You might equally say that in 
France a system might be adopted under which two 
reserves are kept, and for that reason L wanted to 
know from you what the functions of the two 
reserves are. As I understand it, you say that the 
paper currency reserve is there, first of all, to assure 
the convertibility of tho notes into the other token, 
the rupee, and also to maintain the external value 
of the note and the rupee?— That iB a function 
which its use and its proper employment bring about. 

11.640. If I understand you rightly, tho gold 
standard reserve is there to assure tho extornal value 
of the note and the rupee coin because, as you 
admitted, you cannot control to what extent- rupee 
notes or rupee coins would bo tendered for foreign 
remittances?— That is so. 

11.641. Is there, then, any very great distinction 
between the functions of these two reserves?- -1 do 
not think there is any great distinction between the 
functions of the reserves, but there is a distinction 
between the two liabilities because the note is the 
liability of the bank which has issued it and the 
rupee, which bears the King’s head and is a coin 
issued by the Government, carries the liability of 
the Government. I do not know whether this other 
point has any bearing on the cose, hut if you main- 
tain the two reserves separately it could be providod 


that the profits on the assets held in the gold standard 
rcservo should accrue in their entirety to tho Govern- 
ment. That could be providod for. 

11,642. That is a very subsidiary point? — It is a 
subsidiary point. It is a point which just happens 
to have crossed my mind, and 1 just mention it. 
Those profits might of course go into the general 
fund of which the Govern incut would get its share 
in the distribution of the aggregate profits of the 
bank at the end. That is only quite a subsidiary 
point, but I mention it. There is a difference 
between the Biivcr note obligation of the Government 
and the paper note obligation of the bank. 

11,043. I do not see how such n distinction can be 
made, bccauso under the charter contemplated, tho 
bank is obliged to buy and sell gold exchanges at 
fixed points against the tender of legal tonder money? 
— Yes. 

I. 1,644. Therefore you cannot, in my view, separate 
the two functions. It is the function of the hank 
to maintain the external value of the rupee coin 
ns well as tho note? -That is so. 1 see a very close 
resemblance between the functions of the two. 1 have 
only suggested there is a distinction between tho two, 
hut I do nob say thut it is a decisive factor. It is 
only an aspect of tho case, and I can quite soo that 
a case, and a strong case, cun be made out for adding 
the two up in one account. I have only endeavoured 
to put somo of the points in which there docs appear 
to ino to be a distinction between the silver rupee 
issued hy the Government as unlimited legal tonder 
and bearing the mark of tho Government, and the 
note issued hy tho hank and bearing the proof of 
the bank’s issue on its face. Thcro seems to me 
something rather unusual in adding two things 
together which carry tho ultimate responsibility of 
different authorities. 

II, 646. But then 1 think you have just agreed that 
it is not the responsibility of the Government to 
maintain tho external value of the rupee coin, (jet 
me put it in this way. Let us suppose you had two 
reserves, and, as you havo suggested, let tho paper 
currency reserve be first drawn upon to maintain 
tho extcrnul value of the rupee note or coin, and by 
that process the wholo off the gold securities held 
in the paper currency reserve wero exhausted, then 
would you not consider that the note-holding public 
would bo very gravely disturbed if they found that 
tho paper currency reserve, the rcservte primarily 
serving to assure the value of the note, bus been com- 
pletely depleted of gold and gold securities? Would 
not that conceivably lead to a run on tho hank and 
tho return of the notes?— The public would see in 
tho rather extreme case which you have sketched 
that the bank still possessed gold or sterling assets 
representing the holding in the second reserve. 
Therefore, in either case they would see that in the 
aggregate the gold and sterling assets held by tho 
bank would be identical. Any such extreme case 
on the present basis would postulate the disappear- 
ance of something liko 65 crores of gold or sterling 
held in tho paper currency reserve, and there would 
l>e still held 50 crores of such assets in the hank's 
accounts. 

11,046. Say half tho reserves havo gone— it does not 
matter wlmt amount you lake? — They would see that 
the hank was discharging its obligations in the sense 
of carrying out the liability imposed upon it by 
statute of giving gold or gold exchange equivalent 
against the tonder of local legal tonder money. If 
such a situation did arise there would Ikj nothing to 
prevent tho hank exhibiting a portion of that con- 
traction in the other reserve, because 1 mu not pro- 
posing to make it obligatory to use one reserve abso- 
lutely continuously to the full until its gold or sterling 
assets are exhausted before having recourso to the 
other. There would be some discretion to the Contral 
Bank authorities charged with this responsibility of 
carrying on the requisite contraction, and they would 
in tho kind of circumstances that you sketch out, 
always have often to them the possibility of exhibiting 
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some of that contraction in tlio gold standard reserve 
which would then, instead of holding 00 croies of 
gold or sterling asset*, hold a smaller amount of gold 
or sterling assets plus a cjiiantiuii of returned rupoes. 

11,047. You think that is easily intelligible to the 
public, to shift about drawing upon one reserve and 
another reserve indiscriminately at the sweet will of 
the Bank Hoard ?— Tho aggregate result is the same 
in either ease. As 1 say, this is a cpiestion in the 
main of the exhibition of a series of transactions. 
Frankly, I do see tho force of the contention that the 
two might be amalgamated, hut I have only tried to 
«how that there are certain factors which may have 
some influence in the other direction. I fully appre- 
ciate that tho question is one which is open to 
argument, and possibly one where different views may 
legitimately bo held. 

11,648. (( Vi oilman .) I do not think there is any 
discrepancy, but it might he convenient to Mr. Kisrh 
to turn hack to the answers given on a similar point 
to Sir Reginald Mant, on page 42?-- 1 should he very 
glad. 

11,049. (('hair man.) ! do not say there is any dis- 
crepancy, but this is what Sir Reginald Mant said: 
u If you made over both reserves to the Bunk, hut 
kept them, as at present, as separate rcsorves, on 
which reserve would the liability for sec uring external 
convertibility rest in the first instance? Would you 
fust apply the currency reserve to mooting the 
demands for external exchange and only fall back on 
the gold standard reserve when the sterling resources 
of the currency reserve were exhausted? — (A.) I 
think that is the way l should look at. it, speaking 
generally. I should rely on the contraction effected 
through the currency note reserve as being the appro- 
priate method of dealing with tho question of a 
redundancy of local currency.-- (Q.) Tho gold standard 
reserve would remain intact as long ns there were 
sterling resources in the currency reserve? — (.4.) 
Broadly speaking, I think that is eo. T do not know 
whether if you had a prolonged strain on the resources 
the question would in any way come up of 
utilising the one or the other. As far ns T 
can see at present, it would not have any par- 
ticular significance in that, sort of situation as 
to which reserve you worked with, or whether you 
divided it between the two. Tn either case you 
would ho capable of effecting the desiderated con- 
traction, ami in cither case your aggregate gold 
apsets would remain the sumc.” Those are the 
questions and answers on the point?- I think they 
generally harmonise with what I have said, with this 
qualification, that this morning the possibility of 
absolutely exhausting tho sterling assets in the paper 
currency reserve, which 1 suppose, includes for this 
purpose the gold assets in the reserve, is definitely 
put before me. If that somewhat remote and ex- 
treme possibility came about 1 think, as I said in 
these answers, it would he open to the central bank- 
ing authorities to exhibit a certain portion of the 
transactions in the other reserve. The net effect on 
currency contraction would be identical, and as re- 
gards your holding of real assets, gold or gold securi- 
ties, your position would be the same in either event. 
It would be n question of their exhibition. In fact, 
really, in the. main, as far as I can sec it, this is a 
question of the exhibition of the transactions, and 
not so much a question of real significance as regards 
tho soundness of an Indian gold standard. That is 
so, is not it? 

11,650. ( Sir Henry Strakosch.) Yes. You men- 
tioned a little earlier to-day that you submitted to 
us a draft of those clauses of the charter that deal 
with the obligation on the part of the issuing 
authority or bank to buy and sell gold and gold 
exchanges at fixed prices. But you did not tell us 
whether you contemplated that the bank should buy 
and sell at the one price or at prices with a margin 
such as, for instance, the Bank of England at the 
present moment makes. The Bank of England is 


under a statutory obligation to sell at 77s. 10id. and 
to buy at 77s. 9d. Did you contemplate that tho 
obligation of the central bank to buy and sell the 
gold should be at one fixed price, or at a lower 
buying and a higher selling price? — The Bank of 
England’s obligation to buy at 77s. 9d. and sell at 
77s. l()|d., 1 think I am right in Baying, represents 
a survival of a situation which, to some extent, has 
passed away. The original 77 b. 9d. represented an 
allowance for interest during a hypothetical period 
in which the bullion tendered to the bank was being 
converted into gold coin. That difference, I believo 
] am right in saying, represented in essence an 
interest charge; hut at present there is no proper 
application of an interest charge because the 
tenderer of gold in thiB country cannot get gold coin. 
Is not that so? 

11.651. d think that is so?— But in this draft that 
1 wrote out to-day I had the word X grains of fine 
gold in both clauses, X grains being the figure taken 
for the parity of the rupoo as may be subsequently 
laid down by the Commission. 1 did say in iny 
second clause that it should bo (that is in answer to 
your questions) gold at par, or, at the option of 
the bank, an equivalent amount of gold exchange 
less allowance for charges payable in a country out- 
side India, approved by the Governor General in 
Council, containing a free gold market. So that my 
answer to the question is that the option resting 
with th'o Central Bank would, under this draft form, 
be gold at par, or, at its option, equivalent gold 
exchange less an allowance for charges in the gold 
centre concerned. 

11.652. But in practice, having regard to the great 
demand of India [of purposes other than monoy for 
gold, might not that lead to dissatisfaction on tho 
part of i>eople when they see in the bank charter 
an obligation upon the bank to sell gold, and then 
in each case the option is exercised, as it no doubt 
would be, to give gold exchange instead of gold? 
The purpose of tho clause in the charter is absolutely 
to anchor the rupee to gold, and it achieves that 
ohjcct. That is tho purpose of the clause. If it does 
not ochievo it satisfactorily then I cannot have 
drafted it correctly; but that was the prime object 
that I had in view. The demand of India for gold 
for social purposes would continue to lie met by the 
ordinary channels, but in practice the bank itself 
would not ho under an obligation under any con- 
ditions to issue gold for internal purposes, because 
we are here concerned with a standard which will 
absolutely guarantee the gold value of the rupee. 

11.653. Would not the same effect be achieved by 
making it an obligation for the hank to buy and sell 
gold at prices which will enable the bank to replace 
any gold drawn from it, or any gold coming in by 
shipping it to the gold centre to be selocted, where 
you can always get gold by statute in exchange for 
currency ? — Yes. 

11.654. The effect would be exactly the same? — 
That iB a very interesting alternative which one wants 
to consider. In that case there would bo a sub- 
stantial spread between the bank’B buying and selling 
price. 

11.655. Certainly?— Well, now I wonder how that 
would appeal to the public in India as an alternative 
to this scheme. 

11.656. It is no different from your scheme P — 
Except in so far as iny scheme goes, it contemplates 
only one price, but there is an option with the bank 
of gold exchange. The scheme now suggested, I take 
it, would remove the option of equivalent gold ex- 
change and impose, in effect, an obligation to sell 
gold on terms which would, in effect, quote the rupee 
at a discount as compared with the true par. Is 
that so? 

11.657. That is so?— Then I am wondering really 
how the conception of selling gold on terms which 
quote the rupee at a discount would satisfy opinion. 
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The alternative that I have given, I hope, would 
convince the public that the gold parity of the rupee 
was secured, and it does not introduce the conception 
of selling gold on terms which may be represented 
as putting the rupee at a discount. 

11,668. The conception may l>e all right, but in 
practice ns the bank or issuing authority would have 
the option of giving gold exchange, it would in 
practice nearly always give gold exchange. It could 
not afford to give gold at one price if it had to 
replenish its store at another? — Tn practice that would 
be the cuse. Either scheme would presumably have 
the effect of anchoring the rupee effectively to gold. 
Either scheme would do that, so it is a question of 
the terms in which the obligation should be under- 
taken. I was trying to put to myself how that would 
function. We are anxious to bring out in the 
clearest possible way that the rupee is absolutely 
anchored to gold at a fixed parity. Tt does occur to 
tue that there might be two criticisms from the point 
of view of the public, and one criticism from the 
point of view of the Central bank authorities. The 
public might say: “ You have introduced into this 
scheme the conception of an actual sale of gold in- 
volving a discount on the rupeo.” 1 do not know 
what the? figure would be, whether it would be 2 per 
cent, below the buying price, or something of that 
sort. They might say: “This seems to bo a some- 
what unusual provision with which wo are not 
familiar elsewhere, and it docs not seem to us to be 
quite in keeping with ail absolute anchoring of tho 
rupee to a gold par.’* Moreover, might not they 
say that in pre-war times the Government did inako 
a habit of issuing gold to the public if Government 
had it, and could do so without inconvenience, that 
in those days the issues were at par, and that so 
far as the element of discount was introduced the 
scheme, though undertaking an obligation to sell 
gold on terms, ivas not so good as wlmt they had 
before when gold was issued at par? Those would bo 
two possible criticisms which T think might be put 
forward by the public. Tho other point which [ 
think requires looking into, on the basis of 
figures which 1 have not got because I have not 
yet had an opportunity of working out. this 
scheme before, is that in certain conditions of ex- 
change the central hank would be tho purveyor of 
gold to the bazaar. That situation would ippear to 
arise at some point, either when the exchange was at 
exact parity, or fractionally below parity, when a 
person would find it more economical to get his gold 
for social purposes from the Central Bank than to 
import it from outside. In such conditions might you 
not ho faced with a very large demand for bullion for 
social purposes which it might be inconvenient to the 
Central Bank authorities to meet, and which they 
would ho called upon to meet at m time when they 
were either using, or threatened with the likelihood 


of having to uso their gold assets for tho purpose 
of maintaining the external value of the rupee? It 
seems to me that these demands would come upon 
you ut the same time. If that is tho ease, would not 
the central bunking authority have to fortify itself 
by a lurge gold holding, Wause the obligation to 
meet that demand would lie an absolute obligation? 
Though it is true there would he time for replenish- 
ing, and so on, yet they would have to bo ready to 
meet applications on demand. Jt| seems to mo that 
the central hanking authorities, under certain con- 
ditions, might ffml the obligation an embarrassing 
one? — 1 should require to look into the figures before 
giving u considered answer on this question. 

11.659. The same situation would arise il' the ex- 
change fell to l>elow gold point and you gavo 
exchange. The hank, in that case, would also liuve to 
see that its reserves arc replenished by an appropriate 
discount policy? — In that ease you would lie using 
your reserves for the maintenance of the external 
value of the rupee blit you would not be open to 
demands from the bazaar for large volumes of gold 
on demand for social purposes, hi this matter one 
has to remember that the social demands for gold 
may be strong at a time when tho exchange may he 
weak, Ikm'uusc a social demand is a demand which 
arises from the bazaars and the needs of the people. 

11.660. But docs not exactly the same thing InipiK'ii 
under your scheme? Supposing the exchange goes 
to the lower gold point, and them is a very insistent 
demand in India for gold for social purposes. Tho 
advantage to tho bullion dealer then is that ho can 
go to the hank and get his gold immediately; whereas 
by buying exchange ho will have to go to London and 
ship his gold across, unless the issuing authority 
exercises its option, and, refuses to give gold, which 
would, 1 suppose, Ik? disturbing to the confidence of 
the people? — ’Well, the obligation on the issuing 
authority in tho discharge of its duty would ho to 
supply gold equivalent at the gold centre. Under the 
other scheme there? would In* the actual obligation on 
the part of the Central Banking authority to produce 
physical gold over the counter on demand for con- 
sumption internally. Under this scheme the bazaar 
demand would not he focussed upon the Central Bank 
immediately in the form of a demand for physical 
gold over the counter. It would bo focussed upon 
tho Central Hank in demand for gold exchange which 
the purchaser would have to take, getting gold from 
the gold centre from which ho was acquiring his gold, 
and then shipping the gold to India. There would 
not Ih> a positive immediate demand for gold over the 
counter under this scheme. As far as 1 can see, that 
is an important difference between the two schemes. 

11.661. If the bank exercises its option not to give 
gold? — If the bank exercises its option not, to give 
gold. That seems to me to be the difference between 
the two schemes. 


(The witness withdrew.) 
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Mr. Cecil H. Kiscii, C.B., re-called and further examined. 


11,602. (Chairman.) Since the last occasion we 
have had the advantage of seeing your suggested 
draft* of lines on which a gold standard may bo 
embodied in statutory form for India, and we have 
also had from you a very full statemontt of those 
figures for which we asked you last time? — 1 hope 
those are the figures which are wanted by tho 
Commission. 

11.663. Per Imps some members of the Commission 
will have some questions to ask on those figures? — 
I may say that they have been prepared by tho 
Accountant-General Department under conditions of 
unusual pressure, and they have not been subjected 
to the checking which is usual in these matters; 
but I have no reason to doubt their absolute 
accuracy. 

11.664. (Chairman.) It was a very prompt under- 
taking of rather a largo task. L do nob know 
whether any member of the Commission might like 
to ask you questions on the figures now. 

11.665. (Sir Cur shot uvula a Thakurdas.) You say 
in paragraph 4 of your memorandum No. 4, “ There 
are strong objections to attempting to tie up the 
Secretary of State by au advance monthly pro- 
gramme or anything of the kind,” and then you 
go on to say “ The action to be taken in regard 
to remittance of Government balances from Jndia 
Li England cannot Ik* forecast with any accuracy 
for any length of time ahead.” These statements 
which you have supplied show that tho not expen- 
diture * which is charged to revenue is under 
£30,000,000?--.Tn 1922-23 the actuals were just over 
£30,000,000. Jn the next year they were 
£29,600,000, and in the current year there is a drop 
to just about £27,000,000 as estimated. Jn these 
vears the figures range from approximately 
£27,000,000 to £30,000,000. 

11.666. In 1922-23 the net expenditure, actuals, is 
£30,000,000 is it not?— And the following year, 
£29,500,000 and the next year £27,000,000. 

11.667. Then I & >e th-.» item 11 Capital expenditure 
net charged to revenue ” : “ railways ”, " Bombay 
Development Scheme ”, etc. You deduct that from 
the “ Net expenditure ”, do you not? -No. That has 
to be added for the purpose of computing tho total 
outlay. 

11.668. I see.— -That first figure moans what would 
have been denoted by the old popular term “ the 
Home Charges ” ; that is to say, tho revenue charges. 
Tho other is charge against capital defrayed in 
London. 

# See Appendix 76 (A), 
f See Appendix 76 (C) mid (D). 


11.669. Do these figures of the actuals show any 
material variation from the Budget estimates P— In 
the aggregate they are apt to show a substantial varia- 
tion, taking the revenue and the capital charges 
together. The principal reason is, if you look for 
example at the years 1922-23 or 1923-24, that there 
was a very big drop in that year in what was actually 
speut in this country on railways from what was 
budgetted. That was due to delay in deliveries by 
contractors, and that sort of thing. 

1 1 .670. There is not much variation in the revenue 
expenditure is there? — The revenue expenditure is 
capable of much closer assessment, though in 1924-25 
there appears to have been a drop of £3,000,000 in 
the revenue expenditure. 

11.671. Therefore no estimate that was indicated at 
Budget time has gone aguinst the Secretary of State 
in yours referred to in your statement If anything 
the budget estimate gave him more funds rather than 
less P-- In so far as the revenue expenditure goes, yes. 

11.672. Regarding the capital expend : ture, the 
Government of India, when they undertook such 
expenditure, know exactly how much would be 
required P — We should be able to give the best estimate 
we could ; and it is the habit of Aocountants-General, 
who draw up estimates, to do so in a way which pro- 
vides for safety and avoids risks. So it is not 
unnatural that the actuals should show expenditure 
less than has been budgetted for. 

11.673. Therefore if thero is any variation there is 
no reason to suppose that it would be in a direction 
unfavourable to the Secretary of State P — The opposite 
cannot be excluded. For instance, in the case of the 
present yenr, quite late in tho year the Government 
of India and the Secretary of State resolved to buy 
the company’s interest in the Delhi-Umballa-Kalka 
Railway, involving an expenditure of £3,000,000 on 
1st April. New and unforesoen charges may occur 
within a current year. 

11.674. But when they did that they no doubt con 
sidered the ways and means and how to put the 
Secretary of Statu in funds for it. Any estimate 
made at the time of the Budget is not likely to go 
wrong as fur as the Secretary of State being put in 
funds is concerned, is itP — It may be quite upset as 
regards the method of financing — by what may happen 
in regard to the monsoon in India, and in regard to 
conditions which may or may not render remittances 
possible under circumstances which the Government 
consider advantageous to the taxpayer- That ia a 
very important condition. 

11.675. But that is a condition which applies to the 
whole of the Indian Budget, and not only to tho 
Secretary of State’s finance P — The reactions on the 
Secretary of State’s finance are also associated with 
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reactions on the Government of India’s finance, only 
a further point arises as regards the Secretary of 
State’s finance, namely, the conversion of rupee 
currency into sterling currency. The Government 
may be in the position of receiving rupoos in India, 
but may not be in a position to convert the rupee 
receipts into foreign currency. 

11.676. The strain caused by any such extraordin- 
ary contingency may be so great that the Budget may 
havo to undergo considerable change? — Undoubtedly. 

11.677. But as far as the normal Budget estimates 
of expenditure are concerned, there is nothing to 
justify the assumption that the expenditure of the 
Secretary of State cannot be foreseen with any 
accuracy for any length of time — the length of time 
being one year? — 1 say in paragraph 4 of my memor- 
andum No. 4: “ Tho action to be tuken in regard to 
remittance of Government balances from India to 
England cannot be forecast with any accuracy for any 
length of time ahead,” and 1 think that point is 
fairly well exemplified here if you look At the columns 
on the right-hand side, which will show you how very 
different the actual methods of financing the Secretary 
of State have been in actual fact from what was taken 
in tho Budget. Supposing we look at a year or two. 
In the year 1921-22 wo expected to hnve to transfer 
from the reserves nearly £11,000,000. Tho actual 
transfer was £2,600,000, allowing a very striking 
difference. If you take the next year, the estimates 
provided for a transfer through the reserves of 
£16,000,000. Actually there was no transfer through 
the reserves. There was no estimate provided in that 
year for drafts sold in the open market, though 
actually it was found possible, through unexpected 
improvements in exchange conditions, to draw 
practically £5,000,000 in that way. If you take tho 
following year you will sco considerable differences in 
the methods of remitting; and that is tho point to 
which T was drawing attention— that you cannot tell 
what is going to lie done. 

11.678. I have got your point. I would then like to 
ask you whether you think this variation has not been 
necessitated by the management of tho currency which 
was inevitable in the circumstances prevailing during 
tho period for which you have given us these figures? 
- -That, of course, played an important part in it. 

11.679. And similar figures which you may he able 
to give for the pre-war period may not show such 
variation as your figures show?- I think you would 
find even there figures which would frequently show 
a substantial variation. 


11.680. 'Which could ho accounted for by various 
circumstances such as something unforeseen re tho 
Indian monsoon?- Yes, considerations ol that sort. 

11.681. And of management of exchange?- And 
capital obligations, and the manner in which it was 
found expedient to meet them at tho time. You 
havo to make entries in a Budget, when you lay down 
tho Budget for purpose of balancing the account, and 
volt frame them to the best of your ability j but you 
realise that tho entries on the capital side are much 

•noro liable to variation than entries on tho revenue 

side. . . £ 

11 682. Hnve you any instance to put before us 
where on the capital side you have actually spent 
considerably more Ihnn what was estimated in the 
Budget? Have you any particular year m view when 
you estimated for an expenditure, say of i» 

or £20,000,000, and you had actually to meet an 
expenditure of £25,000,000? You would not, o 
course, for tbnt purpose, take into consideration an 
instance like that which occurred m this year, namely, 
the purchase of a railway P-Thut sort of thing has, I 
think, happened before, when new commitments were 
incurred, e.g., the purchase of the Indian Midhin.l 
before the war. That involved a departure fiom the 
programme. 

11,683. That is, again, the purchase of a railway j?-- 
Yea. That sort of thing is apt to happen in the case 

of India. 


11.684. But the payment for tho purchase would be 
decided upon according to the resources available. 
You would not contract to pay on a certain date unices 
tho Finance Member had tho capucity to find tho" 
money?— Wo should havo to mako arrangements lor 
any special liability if we undertook the commitment. 

11.685. You would not incur any special liability 
unless you could clearly see your way to meeting it?--- 
Certainly. 

11.686. Would it therefore be correct to infer that 
nothing unforeseen has happened in the experience 
of tho last 20 years which proven led tho Government 
of India from protty approximately estimating the 
requirements of tho Secretary of State? — I havo 
shown in these figures which 1 have put before you 
that there have been on occasions considerable 
variation. The estimates are usually drawn on tho 
cautious side for the reasons 1 have given, but it is 
not inconceivable that ditlicullics may occur and 
alternative methods of finance have to bo sought. 
One wants to keep a free hand in tliub sort of mutter. 

11.687. You would always have a free hand, but 
thoro has been nothing to show hitherto that any of 
your estimates put forward at Budget time have gone 
considerably wrong, or that tbo Secretary of Statu 
bus boon put in difficulties? — It is the duty of a 
Government to see that it is in a position to meet 
its liabilities, and to arrange, by cureful control of 
expenditure and by suitable provision of resources, 
not to exceed their obligations, as framed, at tho 
time of tho Budget, so far as possible. Speaking 
broadly, we have been able to keep the expenditure 
within our totals. 

11.688. Therefore, barring the question of 
exchange, there should not bo any valid objection “ to 
attempting to tie up the Secretary of State by an 
advance monthly programme ”?.... I suggest that the 
disadvantage is likely to bo to the taxpayers of India 
because by having to forecast a monthly programme 
you, to that extent, commit yourself to a forecast of 
future conditions. Tt is an exchange point of view. 

11,680. I agree. 1 said barring exchange? That, 
of course, is a very important consideration in the 
caso of India. 

11.690. I do not at all disagree. 1 said, barring 
that, there can lie no strong objection to tying tlm 
Secretary of State to a monthly or quarterly pro- 
gramme? — T think it might bo found inconvenient for 
the reasons I have given. 

11.691. Namely, tho exchange considerations? — 
That is a particular reason. 

11.692. Regarding tho next sheet, the Home 
Treasury balances, in tho year 1923-21, tho interest 
earned was about £387, (XX). I make it out, very 
roughly, that tho average works out to a little under 
2J per cent.? — You must remember that the whole 
of the Secretary of Stale’s balance is nut earning 
interest, because ho has to keep a working halancii 
for himself, and, of course, lie also lias to provide a 
working balance for the High Commissioner. 

11.693. And there is a certain amount which, tinder 
tho contract with tho Bank of England, lias to he 
kept free with Lho Bank of England? — Tho Secretary 
of State keeps a minimum balance on current account. 

11,091. Making allowances for all those, interest 
on surplus balances may work out at about 21 per 
cent.? — It would represent whatever was the rate 
for short money in this country on tho amount of the 
free balance, so to speak, availablo for investment. 

11,695. In that year, 1923-24, for five months of 
the year the Bank rate in India was between 8 and 9 
per rent.?— I have not the figures by me, but I will 
take it from you it was so. 

U.69C. Whut do you think is the disadvantage to 
the country when the Bank rate there — which moans 
the rate at which the Imperial Bank will advance 
against Government securities*- is as high as 8 and 9 
per cent., and such largo amounts as those mentioned 
in your statement, varying between £7,000,000 and 
£26,000,000, earn interest only at the rate of 2} per 
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cont.P That raises questions of policy, two aspects 
of which I should like to bring to your notice.* 
The first one is that if you leave largo amounts 
in India, us 1 gather is suggested, instead of 
druwing thorn over to this country under conditions 
which ure favourable, you might find yourself unable 
to bring those fundH over to this country later when 
you need them urgently owing to a change in 
exchange conditions. Therefore you would find your- 
self short of money on this side and full of money on 
that side, with the result that the expenditure to be 
financed on this side would have to bo provided from 
other sources, presumably sterling loons, to the dis- 
advantage of the taxpayer of India, since they would 
not have effected the remittance ex hypothesi at 
times when it could have been favourably achieved. 
That is the first point. The second point I suggest 
bears on the proper use of Government deposits by a 
bank. 

11,097. Interrupting you, 1 just want to suy that 
tho Imperial Bank docs not come into this discussion 
at all. I want you to consider only the general tax- 
payer and the commercial community in Trnliu, and 
have nothing to do with the Imperial Bank at 
present ? — I am considering the position of tho money 
market in India. 

11,696. 1 think that comes in Lhe first consideration 
which you named?- The first consideration I named 
was the possibility and the likelihood under such con- 
ditions in certain cases of expenditure on hcliulf of 
India having to he financed under more extravagant 
and less advantageous conditions for the people of 
India. The- second consideration to which J would 
draw attention is the use of Government balances for 
the purpose of easing tho money situation in India. 
In this country — 1 quote from the Chairman’s book 
on “ The System of National Finance ” — the position 
is that 11 Public deposits at the Bank of Kugland lie 
idle. Neither the Treasury nor any other Govern- 
ment Department, nor the Bank on its behalf, makes 
any use of them. They are credit which is not avail- 
able for trade or any other purpose until it is paid 
out again and released.” That is a position which 
has not applied altogether in India hitherto, and 
there may he good reasons for not applying such con- 
ditions in India; hut it does seem to me that tho 
Government deposits, which have to be absolutely 
available if the Government thinks fit for transfer to 
tho other side, ought to lie used with great discretion 
in tho way of easing tho money market in India, and 
that any policy which might lead to tho money not 
being available at once wants to be very carefully 
considered. 

11.699. With regard to the first consideration, can 
you give us any concrete instance from your 
experience during the Inst few years that in a par- 
ticular year, if the Government had not remitted so 
largely and had not kept such large balances here, 
they would have suffered later on? Can you give one 
or two instances which will bear out the apprehension 
you have mentioned? — I do not know whether the 
question is one which I can really answer, because wc 
are judging things in the light, of somewhat unusual 
events. The events of the last few years, under which 
Tndia has hud a series of favourable monsoons on the 
whole, and under which exchange has been generally 
rising, are events which do not always ensue; and if 
you have a condition of things in which that favour- 
able cycle is interrupted, it is dear thut that great 
advantage may he thrown awuy by delay or omission 
to effect remittances under conditions which were in 
fact favourable. 

11.700. 1 do not tie you down to the last three or 
four years. Take the pre-war years. Consider the 
question under normal conditions, and select any 

* The hiffh balances from Jan* to October, 1923, were largely 
accounted for by the receipt of the urooe da of the sterling loan 
of £20,000,000 (nominal) rained in Hay, 192A. ~C. H. K. 


normal period you likeP — Tn this kind of matter one 
has to be prepared for departures from the strictly 
normal. T do not know how far it is reasonable to 
say that India enjoys normally good monsoons. The 
occurrence of a bad monsoon bus to be regarded as an 
event which, sometime or other, must occur. It may 
occur with more or less frequency or with more or less 
seriousness. All this kind of action is an insurance 
against an interruption of the favourable cycle of 
Indian trade.. It is clear to me that if you had any 
set-back at any time the fact that remittances had 
been effected in advance would be found to the 
advantage of India. 

11.701. Do I understand that the only consideration 
which the Government of India had in mind in send- 
ing such large amounts here, and which caused the 
Secretary of State to maintain large balances, was the 
anticipation of a bad monsoon in India? — 1 should 
say the object of that was probably twofold — first 
to safeguard the interests of tho Government in the 
event of any unfavourable situation developing in 
tho ordinary current of Indian trade, and second to 
avoid, so far us possible, tho need for borrowing in 
sterling, when funds could in practice be provided 
from Tndia. It Has advantage in those two direc- 
tions, because, us 1 have said on previous occasions, 
tho habit of the Government, which always has large 
capital expenditure to incur on this side, is to budget 
that in the coming year uny excess drawings above 
what is required for immediate purposes should be 
utilised on this side in reduction of or for the 
avoidance of fresh debt on this side. So we alwayB 
budget each year to mop up any surplus fund that 
may have been drawn in a previous year. The 
Accountant-General habitually frames his estimates 
so as to bring his balnnco down at the end of the 
toi Uicomiug year to the minimum required for the 
conduct of business. 

11.702. You are unable to give me any figures re- 
garding a particular period that you may have in 
mind? —Not without looking up the matter. I can 
only suy in these last few years the policy pursued has 
been of great advantage to India. It is due to this 
fact that India has been able to get along without 
further sterling borrowing. It is because we have 
been able to draw these large funds from India at 
appropriate seasons that since May, 1923, there has 
been no sterling borrowing in this country. We have 
actually been able to frame the Budget for the year 
1926-27 on the sumo assumption, despite the fact 
that we are buying up this railway, and contemplate, 
if nil goes well, the repayment of the bulunce of 
the sterling loan which the Government has the option 
to repay in the autumn of this year. 

11.703. When was the lost loan raisod hereP — In 
May, 1923. 

11.704. Since then you have not found it necessary 
to borrow any more here? -No new borrowing. There 
have been some renewals of railway bonds, but that 
is about all. 

11.705. (Chairman.) As regards your first considera- 
tion, let me refer you to tho Final Report of the* 
Chamberlain Commission. They say in paragraph 
153: ” Again, it has been urged that the policy of 
granting loans in India may interfere with the re- 
mittance of Government funds to England at the most 
favourable rate,” and in paragraph 154 the follow- 
ing argument is advanced: “ What is in the minds of 
those who urge this objection is that the grunt of 
loans from tho Indiun balances will reduce the de-~ 
muml for Council drafts in tho busy season when 
exchange is at its highest, and that, consequently, 
there will be a loss when the Secretary of State finds 
that he has to draw money to London at a less 
favourable season. It appears to us, however, that 
the effect of such loans cannot be to reduce the 
ugR regate amount of Council drafts sold; at the most, 
it can result only in n shifting of the sales from 
one part of the year to another, and it is not clear 
that, if the exchange in consequence falls at one 
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time, it will not bo correspondingly improved sit the 
other. To a certain extent the number of billn might 
increase at t Ito expense of telegraphic transfers, 
since the first sire used more largely in the slack, 
and the second ill the busy season; but against any 
slight Loss caused in this way would havo to be set 
the interest earned in the meantime on the Indian 
loans.’ * What would be your view upon that argu- 
ment in relation to this point?- It appears to mu 
that if tliero is a credit in favour of Tmlia, that 
credit must be discharged at some «liino or other, 
and it may be urged that if it is not discharged at 
ono point it must he discharged at another point 
later on; but that postulates that the credit will he 
continued, whereas if you huvo a setback in trade 
conditions, that credit may he wiped out by a tem- 
porary debit, and, having failed to remit at one 
particular timo, you might not be able to remit as 
satisfactorily at the later time. 

11.706. Is it not tho case that if you integrate Lho 
effects, over a sufficient period of time they must work 
out the same? — Taking a long period, that would be 
so; hut tho position of Government as remitting aL 
one time and at another would probably never come 
out exactly the same, bccauso you use a considerable 
discretion in the date when you remit, and you select 
a date which is convenient ami advantageous to you. 
Over a prolonged period the credit balance which has 
to lie adjusted in India must bo the same, hut thu part 
which Government operations may [day in that 
adjustment would not necessarily lie the same accord- 
ing lo the periods at which it chose to effect its 
drawings. 

11.707. (Sir Henry Slrakosch.) Tn effect the hold- 
ing of a balunco by tho Secretary of State in Loudon 
adds to the reserves to securo the external value of 
the rupee. It is in effect an addition lo the currency 
reserves to maintain stable exchange? — Yes, it acts 
in tlmt way. 

11, 70S. Tt was suggested that the Indian money rate 
in the year 1923 was between 8 and 9 per cent., and 
that was compared with the day money rate in 
London. Those two rates are not comparable, arc 
they? The 8 per wilt, rate, I lake it, is a Jong 
money rate, whereas whatever the English rate may 
have been- -2J per cent. — was a short money rate? — 
The English rate was a short money rate. T believe 
it is the ease that the rate for short money in India 
may differ substantially from the Bank’s published 
discount rate. I bedieve something of the sort is hap- 
pening at tho present time. 

11.709. (Sir Pnrshotauulas ThaJcunias.) By way of 
in formation, Sir Henry Slrakosch might like to know 
tlmt when money is tight the rate for day to day 
call loans does not rule much lower than 1 per cent, 
below the Imperial Bank rate. 

11.710. (Sir Heyinald Mant.) You mentioned just 
now certain reasons for the large balances of tho 
Secretary of State. Js it not a fact that in recent 
years, or at any rate in recent mouths, tho iSccrelury 
of StaLe has been compelled to sell Council hills or 
to purchaso sterling practically to an unlimited ex- 
tent, because it is the only moans by which Indian 
currency can be obtained ? — Yes. In so far as there 
is not opportunity for Banks to obtain fresh currency 
by the importation of gold under present conditions, 
it has been necessary for Government, if the exchange 
was not to rise to the present anomalous statutory 
rating, that remittances on a heavy scale should he 
conducted, with tho result that the home balances 
have been theroby increased. 

11.711. Theft the Secretary of State has not really 
a free hand in the matter? — Not unless lie chose to 
stand aside altogether and permit tho exchange to 
rise to the statutory ratio of 2s. 

11.712. (Sir Purnhotamdas Thakurdas.) Tlmt would 
not happen if tho Statutory ratio was not an in- 
effective one of 2s. to tho rupee? -Then there would 
be the alternative means of getting currency by the 
importation of specie. 

M7N 


11.713. (Professor Coyajee.) Ilow does the money 
market organisation of Loudon coni pure with that of 
India as. regards facilities for recalling largo sums 
lent out on call? — I .should imagine the facilities for 
employing short money with a view to recall promptly 
without disturbance) are enormously greater in 
Ijoudou than they aro in India under present con- 
ditions. 

11.714. (rhairman.) Now wo pass on to memor- 
andum No. /ii, which deals with the subject of rcmil- 
tamos. This subject has already Ixon fairly well 
ventilated in the course of our examinations. In tho 
hist place let me put to you a general question. 
Assuming tho foundation of a true central hank, 
wlint real responsibility would you bo prepared to 
i ecoinmeud should Ihj mi (rusted to that hank in t-lio 
conduct of tho business of remittances for the Govern- 
ment?- -My suggestion is tlmt tho GovcruiueiiL’s 
market remittances should lie effected by o|jcii com- 
petitive tender, and that in settling tho amount of 
rupee exchange to lx? offered from time to time the 
advisers of Government should act in close concert 
with the authorities of the con (nil bank, through 
whoso agency tho actual machinery of remittance 
would ho conducted. The procedure would l»o that 
tho central hank would notify that it would receive 
tenders for rupee exchange on such-and-such a day 
up to such-and-such an amount. The tenders would 
come in, 1>© considered, and either accepted or 
rejected, or bo accepted in part and. be rejected in 
part. Having disposed of the tenders received, tho 
authorities would lie gathered together round the 
table and they would say, 11 Now, wo will deal with 
tho settlement of tho amount to Ihi offered on the 
subsequent occasion,” and llm amount would ho 
settled in concert between thorn, after weighing up 
(lie exchange position and prospects, the need oi f. he 
Homo Treasury for replenishment of its resources, 
and any other considerations that might appear 
relevant. 

11, 71*5. Assuming, again, that under those con- 
ditions the responsibility for the maintenance of 
exchange is the central bank’s, do you or do you not 
see anything prejudicial to the effective discharge of 
that responsibility by the bank if the method of eon- 
dueling a huge, part of tin* exchange business is 
defined in the nmimei in which you lm\e described? 
— I suggest tlmt, just as it was found possible under 
pre-war conditions to regulate remittance-, in har- 
mony with tlie requirements of o\eh;iiigo, tliwo 
.should he no difficulty whatever in practice against 
the authorities of (lie central hank ami the Govern- 
ment regulating the two sets of factors suitably and 
without prejudice to the interests ol' one party or 
the other, whose interests would, in tlm long, inn, 
be identical. 

1 1.716. Your proposal, then, as 1 apprehend it, 
would involve that tliero should be a segregation 
between the exchange business conducted by llm 
Bank on hclinlf of the Government and any other 
exchange business conducted by the Bank; that all 
transactions done for the purpose of Government 
remittance should be made specifically for that purpose, 
and that there should he a publication of the actual 
transactions offietod from day tu day or from week to 
week as tho transactions are made? -Yes. 1 feci that 
the part played by tho Govern intuit operations as affect - 
ing the course of exchange is so great in the case of 
the Indian exchange as to entitle the Indian business 
community to know exactly what is happening ns 
regards those transactions, and that tho information 
given to the Indian business community should be as 
full and as prompt as is consistent with the interests 
of the Indian taxpayer. 

11.717. When you say that the time of tho re- 
mittance) and the amount on each occasion, or during 
each period, should he decided in consultation be- 
tween tho authorities of tho Bank and some repre- 
sentative of the Government, what representative of 
tho Government have you in mind there? The 
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actual representative of the Government would de- 
pend on whether the operation of u competitive 
tender was taking plaice in India or on this side. 
If it wais in India it would bo a representative of the 
Government of India. If it was on this side it 
would he a representative of the Secretary of State. 

11,718. When you say “consultation,” with whom 
do you contemplate that the ultimate responsibility 
should be in raise of difference of opinion ? — l should 
hope that such a difference of opinion would alw'ays 
he resolved round the table without difficulty. Should 
the Secretary of State or the Government of India 
not bo prepared on a particular occasion to defer 
to the advice of the Central Bank, then 1 think the 
Secretary of State or tho Government of India, as 
the case might lie, would be entitled to say to the 
Contrail Bank that they wished a certain amount of 
their rupee lesources converted into sterling, and 
would request the Bank— their agents for the custody 
of those balances — to take the appropriate stops, as 
would be the case, I take it, with an ordinary 
depositor with a hank. My contention has rather 
been to reserve for the Government in principle the 
same liberty of action ais is granted in the case of 
any depositor, though I qualify it by recognising 
the fact that the Government must act in con- 
sultation with the authority of the Central Bank, 
seeing that the Government’s operations have a 
dose connection with the efficient discharge of its 
duty by the Central Bank. 

ll,71i>. Will you explain further on this why tho 
operations conducted on behalf of what you describe 
ns a customer of the hank should have a greater 
degree of publicity attachod to them than the opera- 
tions conducted by the Bank on behalf of any other 
customer?-— The argument for that is given in para- 
graph 7 of the memorandum. 

11.720. You say there that “ These considerations 
give those engaged in Indian trade a claim to know 
the action that Government is taking in regard to 
exchange operations, much in the same way ns the 
business community in tho United Kingdom are given 
immediate information regarding movements of gold 
to and from the Bank of England I do not quite 
see the closeness of tho analogy. I should have 
thought the analogy was rather with the operations of 
the Bank of England for laying down dollars in New 
York. No information is given, ns we know, nbout 
those P The position of the Government's operations 
in regard to the rupee exchange bulks much muro 
largely in the total volume of exchange operations 
lietween India and London than the British Govern- 
ment's operations in tho dollar sterling exchange hulk 
in the exchange transactions lie tween this country and 
the United States of America. One can see that 
pretty dearly from the fact that the Government’s 
obligations on this side, including capital which may 
he met by remittance from India, as they have been 
in recent years, are soinewdiere in the neighbourhood 
of 40 million sterling, which in itself is a larger figure 
than the yearly interest on the American debt. Thus 
it seems to me that trade is entitled to know' what 
the Government’s intentions and actions are so that 
it can make its own plans nnd form its own view 7 . If 
the Government is not operating in an open manner 
then, as has happened on occasions in the past, trade 
may be taken by surprise, with serious consequences 
to legitimate business. 

11.721. May it not he said that there is a difference 
between publishing information as regards the actual 
exchange operations of the Bank nnd publishing 
information as regards the state of an item in the 
Indian National accounts, e.g. as to the placoB in 
which the assets of the Government are located from 
time to time? May it not bo said that it is quite 
natural that the Government should publish periodical 
statements as to wdiere its balances are held, hut that 
there is a difficulty to find a precedent for publishing 
information on Indian operations from day to day or 


week to week? — It is difficult to find any precedent. 
The exceptional character of the Indian Government's 
exchange operations with regard to the total volume 
of exchunge transactions between the tw'o centres : s 
itself without precedent, and experience has shown 
thut the publicity and prompt annouucemeuts of 
intentions and actions has been extremely satisfactory 
in the past, avoiding undesirable speculation as to 
what the Government's intentions and actions are. 
The open competition w’hieh in itself is a part of this 
publicity has itself proved extraordinary beneficial 
from the point of view of rates obtained for 
remittance. I suggest another analogy which is some- 
what different and which is worth mentioning in this 
case. When tho British Government requires to raise 
funds on Treasury Bills week by week, they do not say 
to some agent in tho City, “ See w’hat aro tho best 
terms on which you can place X pounds worth of 
Treasury Bills ”, but they invito competitive tenders 
at the Bank of England, accepting or rejecting, as cir- 
cumstances indicate. In that matter they go in for 
publicity and competition. 

11.722. I see no closer analogy than thAt in each 
can© the Government publishes certain information 
about its operations?— Tlie point there is that they 
invito competition for their Treasury Bills just as we 
invite competition for our rupee exchange. Tho 
analogy 1 am trying to draw is tho element of open 
competition. That is tho reason for which 1 cite that 
analogy. 

11,72:1. The public attention and occasional .sus- 
picion attached to Govern men t\s operations in remit- 
tance business has been intimately connected, has it 
not, with the cireu instance that it was Lite Govern- 
ment which was responsible for the maintenance of 
exchange at a certain rate? The assumption is that 
we have a central hank which has become responsible 
lor the maintenance of exchange. With that altera- 
tion is not tho case for publishing information of 
Government's exchange requirements and oik 1 rat ions 
deprived of a good deal of its weight? — It lias an 
important hearing on it. 

11,724. To amplify that, may I snv this; no doubt 
it is a point which you have already taken. Under 
those conditions there is no longer any motive on tho 
part of the Government to operate on the market to 
affect exchange, it is simply providing its normal 
requirements from a business point of view. There- 
fore its operations would lose all interest to tho general 
public? — The normal requirement is itself, ns wo have 
seen in these papers, not a figure that can he abso- 
lutely defined, varying very much from year to your; 
and the interests of trade I think, in knowing the 
extent to which the Government has transferred funds 
from one side to the other as being a potential 
influence on the exchunge, will stiJI persist, whether 
the operations arts carried out by a central bunk or 
by the Government. 

11.723. But w’liat interest will it have from that 
point of view? IIow could it affect exchange when 
the limits of the possible movements of exchange aro 
defined by the responsibility entrusted to the Central 
Bunk? -The point W'ould be that trade attaches 
importance even to a 32nd, and the pussiblc range of 
exchunge fluctuations within the gold points is some- 
thing in the neighbourhood of 13/32nds or there- 
abouts; and if Government is operating when 
exchange is between the two points, it is a very 
important matter for trade to know what it is doing. 
When exchange has been, ns recently, at the 
equivalent of an upper gold point then it is not of 
so much importance, but when exchange iB 
fluctuating between the gold points then I think the 
interests of trado in tho futuro will he much the 
same as the interests of trade were in the past. 

11,726. Nevertheless it might perhaps he recog- 
nised that the limitation of the possible variation 
of exchange within these maxima and minima would 
very mueli reduce the general public interest as to 
the possible consequences of the proceedings of the 
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Government in the exchange market? — Yes. Yon 
realise that before 1914 the declared policy of the 
Government was to coniine the movements of ex- 
change between what were the gold points on the 
basis of Is. -Id. rupee. We had that position before 
the Government and before the public of India in 
those days also, and yet their interest in the day- 
to-day movement of exchange and the fluctuations 
within the gold points was intense. I suggest that, 
situation is likely to continue when you have made 
new gold points as regards the fluctuations between 
them. 

11.727. That was under pre-war conditions. Owing 
to the recognised absence of any absolute obligation 
to sell reverses, there was always looming the 
possibility that the exchange might drift away even 
from its long-established rate. — That is a new factor 
to which appropriate weight must be given, but we 
still have a recognised range of fluctuation to reckon 
with. 

11.728. When you speak of transacting business 
by public tender. I understand you are contem- 
plating two possibilities: either tender in London 
or tender in India? — L do not see why either alter- 
native should be formally excluded. 

11.729. In paragraph 9 you say: “Sales in India 
involve the correlation of demands from various 
centres remote from each other and the headquarters 
of Government. ’’ We have had it in evidence that in 
fact the time which elapses between the putting in 
of the tender on publication and the results in 
India would be less than in tin? case of tenders in 
liondon. At present the exchange banks, in order to 
put in. their tenders in London, have to cable early 
on the morning of the day fixed for the sale and they 
do not hear the result until next morning. If the 
tenders were in India they could be in at one 
o’clock on the day of tender, while results could lie 
published the next morning before business com- 
menced. Do you see any practical difficulty in 
getting a system of public tender in India?— Two 
points are mentioned in the memorandum as 
being important. In the case of this country tenders 
are pul. in and the announcement given, as a rule, 
within a quarter of an hour from the time of the 
receipt of the tender. The arrangement apparently 
suited the parties concerned for a period going into 
some generations. It seemed to give complete 
satisfacf ion to the parlies concerned. It is certainly 
more convenient, T think, to deal with tenders 
which, from the conditions under which they are 
submitted, are put in at one centre and disposed 
of with immediate promptness. There is the other 
advantage which I see, namely, that in the ease of 
transactions in Government exchange in large 
amounts it is desirable that the Government should 
receive payment liefore it issue's the local currency. 

11,7:10. That, is another point. T was dealing with 
it at the moment on the question of time? T can 
only say on that that there is extraordinary prompt- 
ness in the disposal of tenders in this market. The 
operation takes about n quarter of an hour from the 
receipt of tenders to the announcements of the 
results. History shows that the system gave satis- 
faction to the principal interests concerned for an 
enormous length of time, and that the' policy was 
not challenged by the Reports of the last two Com- 
missions which have dealt with the question of 
Indian currency and exchange. 

11,7:11. T rather gather that you are not prepared 
to express an opinion that there is anything in 
Indian hanking conditions which makes it im- 
practicable from the business point of view to con- 
duct a system of public tenders in India? No. All 
T ran sav is that it is conceded that in the case of 
India you must make arrangements to bring to- 
gether tenders from different centres, and it seems 
to bo likely that as conditions develop, demands will 
nrise for the extension of the number of those 
centres, which will itself make the arrangement 
more complicated and more cumbrous; whereas 


with a system of tenders in London, where the head 
offices of the principal iiibtitutions concerned are 
situated, the extension of the number of places where 
rupee currency will he available involves no com- 
plication in machinery, because under present pro- 
cedure successful tenderers can get their drafts on 
any of the approved centres, which can he added 
to without inconvenience from time to time. 

11,7.‘12. As regards the further contention which 
has been advanced, to the effect that tbo commercial 
transactions oil which remittance operations depend 
arise in India, that most of tho tenders for Council 
Hills are originally sent from the exchange hanks in 
India to their head offices in London, and that the 
head offices in London merely send them to the 
Bank of England : what would he your opinion on 
the contention that that is an argument in favour 
of the convenience of receiving tenders in India?- - 
The position being as it is as regards time, the 
Indian branches of the exchange banks can make 
any necessary communication at the close of tbo 
Indian business day, which can be received at the 
bead office of the exchange hanks the first thing 
the following morning, nml they can act upon it 
and co-ordinate it with any other demands from 
other centres in the East with which they may he 
concerned. I do not think there is anything in tho 
point, which of course is true so far as it goes ns a 
statement of fact. The head offices of the hanks act. 
largely on the reports and requirements of the local 
branches, but 1 am not in a position to say tlint 
as head offices they do not exercise the final rights 
of decision. I do not think there is anything in the 
point which makes the machinery of tenders in 
London in any way cumbersome or complicated. 
Obviously in matters of this class there would always 
have to he close contact between the head offices of 
the exchange banks nml their local branches. 

U.7M. Again, in paragraph. 9, you say “ further, 
in the case of Council sales in Loudon, rupees are not- 
issued until the .Secretary of .State in Council has 
been paid in sterling. In the case of purchases of 
sterling in India, the rupees are credited before the 
sterling lias been paid over to Government. It is 
therefore necessary to discriminate in such pur- 
chases, ami the area of competition is thus not so 
wide as in London, where drafts are open to tender 
by all without distinction." That might be looked 
upon as a theoretical disadvantage; but in actual 
experience has it been found that the list of those 
with whom business of this nature is transacted in 
India is in any sense* more limited than a similar 
list in London? — I think in practice the procedure 
in India which confines the transactions to the large 
exchange hanks and very few firms— one or two 
other firms probably — does exclude from tendering 
possible people who might tender in this country. 
Without looking up the records I cannot give you 
an exhaustive list of the tenderers, hilt I can think 
of one or two instances of firms which have tendered 
in the past and would he cut out from tendering by 
the restriction which it is necessary to impose if 
tho Government are to pay before they receive. 

11,7:M. In a footnote to that paragraph you say : 
“ It is worth mentioning that sales of sterling by 
the Exchange Ranks in India, as hitherto conducted, 
are understood normally, or nt any rate on occasions, 
to involve the payment of a coin mission by the seller 
to a broker." Is that as a matter of fact the case? 

I put that footnote in on what was told to me by 
a representative exchange hanker — that it is a Jact 
that on occasions a broker acts as i n ter moil i ary 
between the selling hank— that is the hank selling 
sterling— and the Imperial Bank acting on behalf 
of the Government; hut if the statement is incorrect 
I should be very glad to know it, because I have 
been definitely told it. There are* gentlemen hero 
who will know absolutely whether it is tho case, hut 
I put it in on definite information given to me by 
a very well known Indian exchange banker. 

11,73/3. I think the best opinion on that subject 
con come from the members of the Commission? - 

F 9 
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Yes, 1 think that is bo. May 1 make one remark on 
tins. When 1 was told this fat? I, what was said to 
me nlsii whs that an exchange broker might under- 
stand that there was a certain amount of sterling 
to he acquired by Government at a err tain rate, and 
that the allocation of that amount .as between the 
exchange hanks was to somo extent within the 
discretion of the exchange broker who might go first 
to one bank or to another us the ease might ho and 
dispose of his exchange; the next instalment might 
he perhaps at less favourable rates. It was put to 
mo that this arrangement did not always act with 
impartiality as between the hanks, seeing that it 
invested the exchange broker with a certain amount 
of discretion in the way of disposing of the business. 

11,730. That indicates an argument in favour of 
a system of public tendering instead of that of 
private purchase? -That is so. 

11.737. (Sir Purshntiuntbis Thaknnlas.) T should 
like to ask a question regarding this distinction to 
which you refer ill paragraph 9. Would there be 
any objection, when sterling is purchased in India, 
to the Government's stipulating that- rupees would 
not he paid, to tenderers not on the Government’s 
list, until after the receipt of sterling in London? — 
I \ hi nk that- would he a complicated transaction. It 
would mean that an arrangement would liavo to ho 
made in fndia first, and then telegraphic communi- 
cation here, mid then n further telegraphic com- 
munication to indicate that- sterling had been 
received. It would introduce a further pieeo of 
machinery into the scheme. 

11.738. It- would bring in all who were not on the 
Government list, and to that extent would enable 
everybody to tender in fndia? Tt would have that 
advantage at the cost of the additional complication. 

11.739. Those who do not have the privilege of 
being on the Government list might he given that 
option. It would certainly prevent their being cut 
out ? — I think it is desirable to have uniformity in 
these matters. Tt might he represented as in- 
volving a distinction between those whom Govern- 
ment trusts more and those whom the Government 
trusts loss, and there may always he a question to 
he decided as to whether people were good enough 
to go on to the Government list or rot- 

11 .740. Which do you think would suit the public 
hotter bring nimble to tender at all, or being able 
to tender with one additional condition P — I dare sav 
some might prefer that. 1 do not think it would 
bo a happy or convenient arrangement for the 
authorities who had to work it. They would bo 
subjected to very awkward questions. 

11.741. (Sir ltryinuhl Mnnt.) 1 understood you to 
recommend that remittances on behalf of Govern- 
ment should he made by the hank by public tender P 
--That public tender should ho received at the hank 
for the habitual weekly remittances. I did not 
touch on the question of intermediate remittances, 
because that question has nob been raised, hut I do 
contemplate that there would necessarily he some 
arrangement for intermediate remittances on the 
sort of lines wo have been familiar with in the past. 

11.742. T want to he quite clear what your scheme 
is. Would it be compulsory on the hank to make all 
remittances oil behalf of Government either by 
tender or by intermediates at a rate? to he agreed 
upon with Government ; or what would the arrange- 
ment he? The arrangement would he that assuming 
we had a weekly system of drafts (though it is open 
to question whether on occasions you would not like 
to have a hi-weekl.v system, two sales a week) that 
after the weekly sale the hank would announce that 
it was prepaicd to sell X Lakhs at an approved 
rate, and if then* were demands for that additional 
amount of remittance they would deal with it, and 
they would then announce a further amount if they 
thought desirable. Every stage would he open. 
Broadly speaking, this would follow linos whie.li 
appeared to have mot ihe trade convenience and tho 
Government convenience in the past. When ex- 


change got to the upper gold point the banks* 
operations would bo according to the demand of tho 
public. As far a s the Bank’s own busineqp was 
concerned, they would, of course, conduct their own 
operations with which we would not bo concerned. 

11.743. We are evisaging a system under which a 
bank would have undertaken the responsibility of 
meeting the requirements of Government on this 
side. Would it not unduly tie the hands of tho 
bank if you were to require it to make all remit- 
tances on behalf of the Government in tho way you 
have described P Supposing the bank had large 
sterling resources on this side and the Government 
wanted a large remittance, it might suit the bank 
to make over sterling, say, from the currency reserve 
making a corresponding contraction in India with- 
out calling for tenders. Why should not tho hank 
be at liberty to carry out the transaction in that 
way P 1 do not think you could exclude trans- 
actions being carried out in that way. That would 
in effect represent a sale of exehango to Govern- 
ment by tho reserve, thero being a corresponding 
adjustment in the reserve in India which would he 
immediately announced in tho following Noto issue 
return. That is an operation which would par- 
ticularly come into effect at times when exchange 
was not such as to enable you to make remittances 
in the open market. Presumably that operation 
would take place when exchange was weak and 
Government was not able to sell drafts advan- 
tageously, aud an operation of currency contraction 
was being carried out — if I follow your meaning 
correctly. 

11.744. You talk of the Government selling drafts? 
—I meant the hank selling drafts on behalf of 
Government. When it might not he convenient 
for the Government to effect remittances in the open 
market, tho operation might he effected by currency 
contraction in India against the release of sterling 
on this side, if I understood you rightly. 

11.745. The hank might conceivably offer the 
Government a heter rate than it could get by selling 
drafts. Is not that a conceivable position? Sup- 
posing the bank offered to make over storfmg to 
Government at the upper gold point, would not it he 
to the advantage of Govern men t to ueer.pt th 
late? — Assuming that Government could not sell in 
the open market ni the upper gold point. If it 
could sell in the market at the upper gold point I 
take it there would ho no financial gain or loss 
either way if that was tho rate. 

11.746. Yon cannot always tell, when you invite 
tenders, what rate you will gc»t, and if you could 
get tho top rate without a tender whv resort to 
tender?— I suggest that tho bank would not be 
likely to offer sterling to Government at that rate 
unless it could see its way to replacing tho sterling 
by the sale of exchange in India on at least as 
favourable terms. It seems to me the operation you 
are suggesting is much more likely to come into 
evidence when exchange is weak and Government 
wishes to stand out of the market, and it suits the 
hank to contract tho currency in India. 

11.747. Would not it meet the case if you em- 
powered th<v Government to require the bank to call 
for tenders if the hank could not otherwise offer 
a rati? which was satisfactory to Government? — I 
suggest that the only satisfactory way of testing 
the market and ascertaining the rati? is by inviting 
competitive tenders, and it is not possible to form 
a decisive opinion ns to whether any rate offered by 
an individual is the best rate obtainable except by 
testing the market, and that in the long run you 
would not be likely to gain from proceeding privately 
because the hank would not be able to afford to 
offer nn alternative rate unless it felt secure of 
covering itself by replacing, say, the sterling sold to 
you at ns good a rate. 

11.748. But supposing, the two parties concerned 
- -the Government and the bank — agreed on a par- 
ticular rate, it seems to me rather peculiar to 
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form them, ns I presume you would, by rule, to 
invite tenders nil tin* market?- -*1 think your position 
would ho that you have those largo rupee deposits in 
Judin which you want, somehow or other, to trans- 
late into sterling, and if it suited you, you would 
ask the bank to invite tenders. If, on the other 
hand, the position was such as to indicate an un- 
favourable market situation for the purpose, you 
could not rule out the possibility, in these conditions 
of the hank contracting the currency in India 
against a release of sterling in Loudon. J. do not 
think that could he left out by any means; it 
must ho taken into account. My contention has 
been that in so far ns the Government remittances 
are effected by sales of rupee exchange to the 
market, those operations should he by public tender 
and should not ho by private and undisclosed 
operations. In this statement we are only dealing 
with the question of private versus open competition 
in regard to open market operations. 

11.749. Then you would not rule out such tran- 
sactions as 1 have suggested?— Certainly not. That 
must ho left in. It is essential that that method* 
should Ik* presjrvod for use on appropriate occasions. 

11.750. (Sir Henry Strakosch.) With reference to 
the remittance of Government funds to this country 
through a central hank, you said that close co- 
operation of the Government with the central hunk 
would be necessary to determine the amount of 
remittances and the time at which they should be 
made; and you further went on to say that in case 
of a difference of opinion the wish of the Government 
should prevail. If the Government insisted upon 
remitting funds to England, and the hank felt that 
the exchange market was not in a position, without 
a depression of the exchange, to stand such a tran- 
saction, would not the effect be this: If in fact the 
hank was right in its opinion about the exchange 
market, then if remittances in excess of the capacity, 
were made, the effect would he to deplete the 
currency reserves in the hank? My contention in 
this matter is that just as the hank must pay due 
regard to the interests of Government so the Govern- 
ment must pay due regard to the interests of the 
hank, and 1 cannot envisage the situation, seeing 
that the Government’s credit as well as the hank’s 
credit is involved in maintaining the rupee exchange 
(ns laid down in an Act of the Indian Legislature) 
that such n conflict will in practice not always ho 
resolved satisfactorily round the table. After all, 
there can he no question that a depletion of sterling 
reserves is not a thing that occurs in one night. We 
are dealing now with a particular decision whether 
or not a certain amount of remittance should ho 
draw’ll from India or not. If the tender is unsatis- 
factory the Government does not pledge itself to 
accept tlio tender. It would have the opportunity 
of considering the matter on receipt of the lender. 
If it accepted the tender on ono occasion it would 
have seen the effects of a comparatively small remit- 
tance on the Indian exchange market, and seen how 
it stood it. There would always ho nil opportunity 
from day to day to reconsider the position. There is 
no likelihood of any failure on the part of the Govern- 
ment to respond to the dictates of the Indian money 
market as these become dear, and they would 
become clear very quickly. 

11,761. Supposing there is a difference of opinion 
and the Government does take up the line that 
remittances should ho made, would not. that, lead to 
the bank immediately applying the orthodox 
measures of contracting by increasing its hank rate? 
T am trying to get to a point which we discussed 
at the last meeting, and that is the Government’s 
right to give instructions to the bank; I put this 
to you. If such a contingency were to arise, and 
the hank felt in order to preserve its currency 
reserve it had to put up the bank rate, wliat would 

• Hales by the Bank of sterling held in the note reserve gainst 
corresponding contract ion in India. l-H.K. 


he tin* effect if the Government then stepped in 
and said: 44 I give you i list met i«ms not to raise the 
hank rate”? Docs not that, lead to an impo.ssihlo 
(xusition? Yes; it would he an impossible position 
if the Government behaved in Mich a silly way, wliieh 
1 suggest, they are not likely to do. I suggest that 
i»i practice the Government of India is likely always 
to he on the side of caution in these matters. 

11,752. The point l really want to get at is this. 
Do you still think that a right of veto, fir a right 
of giving instructions under a true central hanking 
system is justifiable? | should like to go as far as 
is reasonably possible in trusting tin* hank 
authorities with powers to deal with tvnlrnl banking 
business. Therefore l .should certainly regard it as 
tin ideal to Ik* aimed at that the Government should 
he able to give up any right of stepping in, such 
as is indicated by phrases like “ suspensory veto." 
or 11 right of giving iiitructions ’’ with regard to 
affairs affecting purely the hanking business, pro- 
vided that tin* constitution of the hank gave the 
maximum scope, consistent with tin* independence 
of the hank, to Government inllnenee being exerted; 
that is to say, by the appointment of tin* Governor 
and the Deputy Governor, and h.v tin* nomination 
of Government representatives to the Hoard. I 
take it that in such a case the weight iff the 
Governor or Deputy Governor would probably he 
so great ns to carry the Hoard with him. In the 
event of the Governor or Deputy Goxcnior not being 
able to carry the Hoard with him, I suppose in an 
extreme ease ho would say ho could not carry on, or 
ho would appeal to the Government, who would have 
to bring the matter before tin* Legislature in some 
form or another to see that his position was secured, 
in the event of their being satisfied that the 
Governor’s position was not sufficiently strong. 
Having that in view, I think on further consider- 
ation that if you can create a genuine central hank 
ill India, it would probably he better to incur what 
1 should regard as some risk in not giving the 
Government an absolute power of final control in 
tho higher policy of the hank in regard to exchange 
and currency. 1 do not, as you will have gathered 
from my earlier evidence, hold that that should pre- 
clude tho Government from action in regard to its 
own deposits, in which respect it is in flu* position of 
a customer, and the most, important- customer of the* 
hank. They would, of course, in such a matter he 
open to the influence and guidance of the hank just 
as, I lake it, the hank will on tin* basis we have now 
been discussing he open to the influence and sugges- 
tions of the Government representatives on the Hoard 
of the hank. Just as the hank would harmonise its 
policy with the interests of the Government so far 
as it was consistent and legitimate, so the Govern- 
ment would harmonise its policy with tlu* interests of 
the hank. I take it that central hanks, with 
their peculiar relation to Government, have in the 
last resort to pay regard to the wishes of Govern- 
ment as a matter of practice. That m*ciiis to b* 
the general experience of central hanks, :».s far ns I 
understand it. 

11,75:1. One other point. With regard to Hu* place 
where tenders should bo called for lor selling remit- 
tances. You advocate that tenders should he opened 
in London only, or you have a preference for that? 

I have given two reasons there which seem to me to 
indicate convenient* and advantage in open com- 
petition in Loudon; hut I would not go so far as 
to rule out in any formal way the right of making 
remittances on the other side, if that seems at any 
time desirable. I do nut see any reason why Govern- 
ment should he put under any restriction on that 
matter to decide where the remittances are effected. 

11,754. But in tin* ordinary course, 1 take it, it 
would do its remittance business as it would do all 
its hanking business through the central bunk?-- 
Yes. 
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1 1 .755. Therefore, [ take it, it would have to he 
left largely to the discretion of the central hank how 
host to acquire sterling? — That is so. 

11.756. Is not it rather a question of convenience P 
^Hiere is the biggest market for sterling exchange? 
is it in India or is it in London, and would it not 
he desirable to concentrate, as fur as possible, all 
exchange transactions in one place? -I think that 
would lie generally so. 

11.757. Well, if there are, as no doubt there are, 
a very large number of transactions in sterling 
exchange in India, is it not for that reason pre- 
ferable to concentrate the market in India rather 
than to spread it to London so far ns Government 
remittances are concerned, and to India so far as the 
remittances to the community are concerned, which 
are far greater than the Government remittances? - 
T speak under correction here, but T am under tho 
impression that it has been recognised that London 
is the biggest single centre for dealing in riqiees. 

11.758. Is not that contradicted by the fact that 
during tho last two years, I think, the bulk of the 
sterling transactions of the Government were carried 
through in India without inconvenience, and without 
any detriment to the Exchequer?- The actual con- 
tract has been effected in India, but my recollection 
is that on some occasion the Government of India 
have themselves stated that London is the biggest 
single centre for dealings in rupees. I might be 
able to turn up that reference if I were given a 
couple of minutes to do it, and it might bo of 
interest to the Commission. 

11.759. 1 am rather struck with the idea that the 
market should be where it will give the greatest 
amount of confidence to the trading community 
of the Dimitry. — Yes. 

11.760. If that is taken ns a basis for decision, it 
seems to me pretty clear that, it causes less dis- 
turbance if the tenders were o|ieued in India and 
the exchange banks were to send out their cables 
from London rather than force the Indian commercial 
community to send over their cables to London. I 
only suggest that the long experience we have had 
of council drafts sold in London without any com- 
plaint carries pretty well with it the implication 
that the arrangement was extremely well suited to 
the needs of the principal customers, i.r., the ex- 
change hanks and large firms trading w ith the East. 
The faet that for generations London was accepted 
without any question as the most convenient centre 
seems to me to indicate that London w ; as the right 
centre. 

11.761. Rut has not the external trade of India 
increased by leaps and hounds during the last few’ 
years, and has not- therefore, the proportion of 
Government reiniltauees become relatively smaller 
and smaller from year to year? I very much doubt 
that, and for this reason. In the old days the 
Government habitually borrowed in London for its 
sterling capital expenditure. I suggest that we 
might find on examination if we w’ere to look hack 
20 years, that tho amount of remittances from India 
to London for Government were more in the neigh- 
bourhood of 25 to 24 millions a year as compared with 
present 46 millions, I think, this year; a fact which 
shows, I think, that the extent of tho Government 
demands for remittances has fully kept, pace with 
tho capacity of India to supply those funda for 
Indian purposes by reason of an increased volume 
of trade. In fact the two will he seen on analysis 
to he closely connected in essence. 

11,7G2. (Sir Manerkji Dudahhoy,) How f do yru 
enforce this right of veto in the case of difference 
of opinion betw’een tho hank and the Government? — 
Well, on consideration I have suggested, in reply 
Vo j^ir Henry, that if you can get a genuine central 
bank started, it would he desirable to entrust it 
with the maximum roponsihility possible, and that 
T would rely on tho influence of the Governor and 
tho Government representatives to safeguard the 


interests of the Government. I feel that the other 
method would bring with it disadvantages which 
perhaps would more than outweigh the advantages. 

11,766. You see the difficulties? — I see that it 
would militate so much against the independence 
of the hank that on the whole I think one should 
try and get on with it. If any disaster threatened 
one would have to consider the position. That is 
what it really amounts to, hut I should hope that 
never would arise. 

11.764. At tho end of your paragraph 9 of your 
memorandum you recommend a discrimination 
between the Council's funds in London and sterling 
purchase in India.— Perhaps tho meaning of that 
phrase is not clear. I do not recommend dis- 
crimination. What L say is that at present, ns tho 
Government issues rupees before it receives sterling, 
the Government in fact has to discriminate in regard 
to the linns with which it wrill deal, only dealing 
with such firms us are so absolutely beyond question 
that it can pay them before they are paid. There 
is actually at present discrimination. What I am 
anxious to do is to avoid any need for discrimination. 

11.765. Rut in the proceeding sentence you con- 
trast the difference between the two? — Yes. 

11.766. May L ask what is the interval which 
generally elapses between the times when rupees are 
credited anti sterling is paid over to the Govern- 
ment? — Under present conditions l do not think it is 
n mutter as a rule of beyond about three days at 
most though there have been occasions when owing 
to the coming of the holidays tho period has been 
slightly longer. We have taken the view', I think, 
iifi to date that there should not he any prolonged 
interval, nnd it has been carefully watched that the 
interval should not bo longer than a matter of n 
few days, but it. may go to tw'o or tlireo days. 

11.767. Tn not the loss to the taxpayer a real one, 
in that ease? — There might be a slight loss to the 
taxpayer in so far as the delay in receipt of tlio 
sterling means a little delay in the time in which 
wo can invest the proceeds hero and begin to earn 
interest on it. That was not the consideration 
primarily emphasised, but it is a point. 

11.768. That is a point, but that was not really 
the point you had in contemplation?-! w r as not. 
addressing myself to that point, hut now you mention 
it, the sooner Government gets paid the quicker 
does it begin to earn interest on any surplus funds 
that it may have temporarily. 

11.769. (Sir Alexander Murrnij.) I think in reply 
to the Chairman you indicated that some exchange 
hanker had complained about tho intervention of a 
broker between him and tho bank as far as sterling 
purchases were concerned? — Ho represented to me, 
ns a matter of fact, that on occasions there was a 
broker intervening who might have a certain amount 
of discretion in the way of disposing of the business. 
He made this observation to me, not in the way of 
official complaint., but as a comment. 

11.770. Who pays tho broker?- 1 suppose the 
seller of sterling pays tho broker in the first instance. 

11.771. Namely, tho exchange bank?- -The ex- 
change hank, I understand. 

11.772. The exchange bank employs n broker and 
therefore adds to the cost of the transaction as far 
as the exchange hank is concerned? — I take it that 
is so. 

11.773. It is the ease that many hanks buy direct 
from tho imperial Rank? I heliove that is so. 

11.774. Without tho intervention of a broker?— 
I believe so. 

11.775. Therefore the natural assumption is if 
any individual banker brings in a broker and there- 
by adds to the .*ost of his transaction, he is doing 
it for ptir)K).ses of his own? — The suggestion as 
put to me w f us that the broker somehow was aware 
that there was a certain amount of business to ho 
done in this behalf, and he proceeded to sound 
possible customers as to whether they would be 
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prepared to deni, and in the exercise of his dis- 
cretion »vs to whom ho should approach first tho 
possihlo customers were not absolutely all on a 
footing. Tliut is how tho point was put to me. 

11,770. Do you know actually how the business is 
done in Calcutta?- I have heard a certain amount 
about it from the parties concerned. 


11,777. May 1 put it to you in this way? When 
the Controller of Currency wishes to buy sterling 
in Calcutta he advises the Imperial Bank that he 
is a buyer at a certain rate, sav, Is. 6,Vl., and the 
hank then announces the fact generally, and every 
hank and every broker in Calcutta knows when the 
Imperial Bank on behalf of the Controller of Cur- 
rency is a purchaser. If one of tho bankers chooses 
1o employ a broker to put through the transaction 
for him, that banker, for his own purposes, lias 
added to the cost of the transaetioir to himself, and 
I suggest to you any banker who employs a broker 
does it for purpose's of bis own, not because it is 
necessary. Vein can take it from mo it is tho case 
that banks deal direct with the Imperial Bank 
in these transactions. — 1 fully accept what you say, 
hut is it not the case that if it is made generally 
known somebody may boar of it earlier than another 
person, and so get in first, whereas, under the former 
system of competition the amount is allocated pnl* 
port innately between all possible claims. I do not 
know whether (here is the same op|K>rtiinily for 
everybody to get an innings under the one system 
ns under the other. 

11,778. 1’iuler tho system in Calcutta if there is a 
demand larger than the amount that the Imperial 
Bank has orders to buy, the bank refers the matter 
to l lie Controller of Currency, and it lies with the 
Controller of Currency to say what tenders are to 
be accepted, so that, so to speak, in effect it is 
really a lender system that is now existing if tho 
demand exceeds the amount they originally proposed 
to purchase?- Then when the rate is not at the top 
point, as it, lias been for some time recently, there 
have been occasions when a quarter of a million 
ha* been available at. one rate and the next quarter 
of a million at an advanced rate. In such a ease as 
that the parties Unit might apply quickly for the 
first lot might come ofT better than tlios** who t amo 
in later, therefore there is some element of un- 
certainty connected with the time when you may 
hear tho oiler. 

11.771). But it h open to any banker to say to the 
Imperial Bank in Calcutta: “When v in ha\o got. 
sterling to buy I am your man if you waul busi- 


ness "? Yes. 

11,7*1). Therefore that man is protected right 
through because immediately the Secretary and 
Treasurer of the Imperial Bank would advise that 
man: “ Link here, I am ft buyer of sterling, are 
you a seller?” ? - Yes. 

ll,?Kl. I suggest to you there is absolutely no 
foundation for the com plaint that- brokers hn\© to 
intervene between the Government and the exchange 
banks. If an exchange banker chooses to employ a 
broker and thereby incurs extra cost, it is clone tor 
tno purpose's of the exchange banker only?- -I am 
much obliged for your telling me that, Aon see, 
l only regarded the point as worthy of n footnote 
and not ono to which 1 attached any great 
significance. 

1J,782. (Mr. Preston.) With to yam 

niiNWora to questions in lonnwtion with public 
tenders London versus India, having regard to \e 
faet that tho majority of the head offices ol o 
exchange hanks operating in India are outside India, 
has it over occurred to you that the statements wl i 
are frequently made that London or the head offices 
of the hanks wait and act only on telegrams for 
Council requirements, for their India offices aro mo e 
of a myth thau a reality, seeing that the adminis- 
tration of a big bank is carried on from ita head 
office, and not from one separate unit, whether it 


is in India, China, or the Straits, or in oilier place's 
and other spheres of the Ear Hast? 1 have always 
understood that the head offices of the exchange banks 
in London keep a very close eye on the transavtijns 
of every individual branch elsewhere, and I have 
always suspected that one of the advantage's ol the 
1 lido 1 1 system was that it enabled the bead offices 
of the bank to regulate the business of all their 
branches with proper co-ordination and sequence. 

U,7h:J. Which would be, in effect, that the* bead 
office* here would operate entirely in rupees, in so far 
as its tender went, on its own responsibility ?-- 
Absolutely. 

11,7*4. (f'hnimmn.) There is one subsidiary 
question which I want to ask you. Oil the 
assumption that there is to be a true central bank 
with a London office, it being a characteristic 
function of central banking to manage the public 
debt of that country in which it is instituted, would 
you have any recommendation to make ns to nnv 
alteration in the arrangements for the management 
of the Indian sterling debt under these conditions? 

— I think there are great advantages in maintaining 
close relations with the Bank of England, and one 
would have to consider the statutory provisions 
affecting that matter. At present the Secretary 
of State is under the statutory obligation to main- 
tain tho register of the sterling loans at the offices 
of the Secretary of State, or at the Bank of Kngland, 
and in practice they are, of course, maintained at 
the Bank of England which manages the debt and 
deals with transfers and issues interest, warrants. 

It. is quite clear that no one would think of managing 
that kind of work at the office of the Secretary of 
State when the Bank of England is provided by 
Statute as the alternative institution. Whether 
when a genuine central bank is established it would 
lie desirable to transfer that work to that bank is, 1 
tlii uk, a matter which would need to be considered 
in its duo time at the termination of the present 
arrangement with the Bank of England. 

II, 7*5. When would the present arrangement 
terminate?-- 1 think it. is in about three or four 
years’ time. It is not a long term contract. 

IJ, 7Sfi. The opinion that you would express is 
that this question should he postponed until the end 
of the present contract ?-— I should leave that question 
open til] Ha* termination of the present arrange- 
ment, and th<*n I should see whether the Central 
Bank had got an appropriate office and had appro- 
priate facilities for dealing with that matter. Iii 
that connection 1 should, of course, have to consider 
the general question, which would then have to come 
ii r , of transferring the Government account in its 
entirety to the fmlian Central Bank. I should want 
t.# go into that question and discuss it- with peoplo 
who were capable of giiing advice on the matter. 
The expediency or otherwise of such a transaction 
would clearly depend on the way in which tho 
Central Bank had developed and was functioning. 

11,7*7. The (Jovernment account to which you aro 
referring is the account in respect of tho Secretary 
of States Loudon ha lances?' -That is so. 

As regards that, do I understand that it 
is your opinion also that that should l»« postponed 
for consideration at the same time as tho con- 
sideration of t ho question of the transfer of maiingo- 
moiil of the Sterling Debt?-— Yen; 1 should not ho 
disposed to make any change in regard to that 
matter until the Central Bank hail been established 
and had thoroughly justified its conduct of important 
Government business. 

11,789. On a minor matter, it has been pointed out 
to us that there are certain privileges as regards 
stamp duty which aro attached by statute to sterling 
loans by the Secretary of State for India which aro 
carried on the books of the Bank of England, and 
the suggestion was that these privileges might be 
forfeited if the management of the Debt were trans- 
ferred to the Imperial Bank from the Bank of 
England. On further investigation it appears that 



88 


royal commission on Indian currency and finance : 


J2 March, 1920.] 


Mr. Cecil II. Kibch, C.B. 


[Continued. 


Ilu* st s» i li Lc? governing this matter is chapter 64 of 5 
ami 6 William IV. That statute suggests that the 
i|iieslioii of who manages or keeps the account of 
I lie Debt is immaterial for the purposes of exemption 
from stamp duly, whielt is really dependent on 
certain compositions which are referred to in the 
statute as compositions in lieu of stamp duty. Cun 
xou tell me how the matter stands about those — 
whether such compositions have heeu made? -The 
position is not altogether simple. Indian Sterling 
Loans* are free of stamp duty altogether so long 
as certain conditions are complied with, one of which 
is, I think, that the hooks of the Loan are held 
either at the office of the Secretary of State or .at 
the Bank of England. But the composition pro- 
visions relate to hills, debentures, and bonds, and 
as regards those the (Government of Tndia has an 
exceedingly faxourahle composition rate. 1 think 
that the composition arrangements might bo 
capable of continuance, but what would go is the 
right of exemption from stamp duty in respect of 
Indian Sterling Loans which is quite an exceptional 
privilege enjoyed by India, and enjoyed, I believe, 
by no other portion of His Majesty’s Umpire outside 
this country. It is an anomalous situation which, 
if it involved an appeal to the Treasury for 
alteration of the statute to enable the privilege to 
he continued, would, L think, ho rejected. 1 know* 
that the Treasury regard the right as iueoiisisLeuL 
with ( lie rights of oilier portions of His Majesty’s 
Empire, if any change in the law created an oppor- 
tunity for forfeiting that right l think India would 
lose it. I hope I have made th d position clear — 
that there is a distinction between tho sterling stock 
on the one hand and hills, debentures and bonds 
on tin 1 other. 

11.790. What is the logical reason why this 
privilege as regards exemption in respect of Sterling 
I Ain ns should ho based upon the condition that tho 
hooks should ho kept at tho Bank of England? — I 
do not think there is any logical ground for tho 
distinction from that point of view, hut tho argu- 
ment of tho British (internment is that there is no 
logical reason for giving India exceptional treat mo lit 
in this respect. She has derived it from an old 
statute, and so long as that statute is complied 
with there is no reason to anticipate that there will 
lie any attempt to take away that right. But logic 
would requiro that India should he placed under 
he same liabilities in respect to stamp duty as 
attach toother proportions of His Majesty’s Empire. 
At the present moment India enjoys an exceptional 
privilege for which it is difficult to find a logical 
justification. 

11.791. You fear that if tho sleeping dog wore 
awakened up it might mean tho end of tho privi- 
lege? Yes. I have reason for anticipating that, 
because when the question of extending this privi- 
lege, under certain conditions, was raised, tho 
Treasury have taken a strong line on that point. 

11.792. Can you tell mo if there is any term set 
to the privilege in the statute? — No; the privilege 
to tin* Secretary of Stale of issuing and transferring 
Indian Stock free of stamp duty is without 
limitation of time. It is an absolute pledge em- 
bodied in tho existing law. The position as regards 
hills, debenture > and bonds is an arrangement based 
on statute, but the actual amount of composition 
comes up for consideration periodically, and tho 
terms arranged have some regard to the general 
rates of stump duty on bills, debentures and bonds 
applicable to other parties. For instance, when the 
goner al rate was raised some years ago our rate 
was raised proportionately, but it is still a very low 
and beneficial rate. 

11.793. (Sir Maneckji Dadabhoy.) Is that an 
English statu to, or an Indian statute to which the 
Chairman lias referred ?— -It is an English statute. 

• Arc the Indian Securities Act, 18150 (28 A 21 Vic. cap. 5), and 
the Indian Stuck Certificate Act (26 & 27 Vic. cap. 73). 


11.794. (Chairman.) it is Section 4, chapter 64 
of 5 and 0 William IV? — It dutes from the days of 
tho oldest East India Company, and the rights and 
privileges which the Company enjoyed have been 
inherited by the Secretary of State. 

11.795. (Sir Purnhotamdas Thakurdas.) In para- 
graph 3 of your memorandum No. 2 you suy that 
44 tho arguments in favour of regulating currency 
policy with a view primarily to securing price 
stability have been much debated,” and you consider 
that 44 there would be certain advantages in applying 
such a policy to India,” bub 44 as the United King- 
dom, the sterling-using Dominions, and other 
important European countries, have i ejected tho 
idea of basing their currency policy on internal 
prices and have elected to revert to tho gold stan- 
dard, it is scarcely a practical issue to consider a 
different course in the case of India.” - Yes. 

11.796. In paragraph 7 you say: 44 It is certainly 
a striking fact that .... tho Indian exchange ” 
- I take it you mean Is. 6d.~ — ,4 is tho only 
important exchange in the world that lias appre- 
ciated in terms of gold”? — Yes. 

11,79%, But at tho end of paragraph 7 you con- 
sider that it w'ould ho necessary that a policy- of 
re-establishing either tho Is. 4d., or tho 2s. Od. ralo 
should he justified 44 not by arguments based on 
past history, hut on tho economic factors of tho 
present.” That is your conclusion? -Yes. 

11.798. Tin’s consideration would then involve tho 
regulation of prices by currency policy, which yon 
consider in paragraph 3 to ho hardly a practical 
proposition? -I do not consider it a practical pro- 
position, as a permanent currency policy. That is 
what I am dealing with in paragraph 3. By 
44 economic factors of tho presenL,” I mean that ono 
has to deal with tho da facto situation existing 
to-day. 

11.799. Quite so. I do nut know if I am correct, 
hut 1 wish to ask whether you are falling back oil 
the position taken up by the Fowler Comimttoe, 
which decided in favour of Is. 4d. as against Is. 3d. 
or Is. 2d., which suggested by some dissenting 
members of that Committee, and settled tho rate at 
Is. 4d. as a fixed da facto rate? — I was not thinking 
of the situation with which tho Fowler Committee 
had to deal. I was thinking of the situation which 
this Commission has to deal with; namely, that there 
is in force at the present time a market rating of the 
rupee round about Is. 6(1. ; and 1 submit that that is 
an important factor which must be taken into duo 
account by tho Commission in deciding the rate at 
which the rupee should he anchored to gold. 

1 1 .800. You mention that the rupee has been at 
Js. (id. for some time. What is tho period you havo 
in mind? How long do you think that the rupee has 
been at Js. 6cL? — 1 suppose now it is a matter ol 
some 15 or 16 months. Tt is something of that sort. 

11.801. In paragraph 11 you mention October 1924, 
if I may draw your attention to that. You say: 
44 In tho neigh bou rliood of Is. Oil. since October 
1924.” Is that the period?-- -That is the period 1 
had in mind. 

11.802. I take it that you realise that in October 
1924 the Is. Od. that you have in mind was not 
Is. Od. gold, but was Is. 6d. sterling? -Yes. 

11.803. And was in fact approximately Is. 4d. 
gold? I cannot for the moment recollect the date 
ns to whether that was the exact discount of 
sterling at the time, but I take it from you. 

11.804. I would be very glad if you would correct 
it in tho proof, if you find I am inaccurate. Yes. 

11.805. The rate of Is. 6d. gold, which you now 
ask the Commission to look upon as the de facto rat*, 
lias been in operation only for one yearP — Approxi- 
mately. 

11.806. The Fowler Committee recommended tha 
rate of Is. 4d. being tho de facto rate, because the 
Herschell Committee suggested Is. 4d. as the tem- 
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porary rate, and the Herschell Committee reported 
1 see in 189U and the Fowler Committee reported in 
1H98? -The rate mentioned was that accepted by 
those bodies. 

11.807. I wish finally to draw your attention to 
the recommendations in paragraph 66 of the Fowler 
Report: " We aro, therefore, of opinion that Hie 
permanent ruto should bo that which lias been 
adopted as the provisional rate in the past, and 
which is also the market rate of to-day, viz., is. 4d. 
for the rupee/ * The word there used is “ per- 
manent. The Fowler Committee adopted thf* 
tie facto rate, because for six years it had been 
indicated a m the temporary rate. The Fowler Com- 
mittee further said that it was to bo the permanent 
rate. That rate ruled, and very effectively, for 
about 20 years. You recommend for adoption a 
new rate which has been acted up to by currency 
manipulation, and which has ruled only for one 
year, simply because it has been the de facto rato 
for that one year? -In making that recommendation 
to the Commission, I coupled it with the necessity 
of the Commission assuring itself from those 
authorities most capable of giving an opinion on 
that point, that there was no reason to anticipate 
a marked change in the purchasing power of gold in 
tho period ahead. When T made that remark, I 
referred to tho prospect that tho Commission would 
have the advantage of discussing the matter with 
tho Governor of the Rank of England, who is in a 
better position than anyono else to give an opinion 
as to the prospective course of gold prices. 

11.808. T will deal with what you have just now 
said. That again is a question of regulation of 
prices by currency manipulation, which you have 
rejected as a practical proposition for Tiulia in your 
memorandum? — 1 have rejected as a practical pro- 
position for India that* the Rupee should be left 
unharnessed to gold for an indefinite period, and 
that its exchange value should be regulated by 
management with reference to movements of prices. 
T have rejected that as a permanent policy. 

11.809. In fact, if I have understood you correctly, 
what you have roco in mended is this; that in the 
future you are not to change your ratio to regulate 
your prices, but you strongly recommend tho Com- 
mission to take into consideration the question of 
prices and variations in prices up till now in fixing 
the ratio at present? — I do not think that a Com- 
mission charged with tho duty of making recom- 
mendations regarding the future rale of the rupee 
ean ignore the actual ruling rate of tho rupee. In 
other words, they have to deal with the facts of the 
present day, and not with historical events and 
ehanges of the past. 

11.810. Can you tell us of any other countries 
whieh have taken this into consideration, countries 
which had sound currency systems after tho 
Armistice? — I suggest that the Belgian Government, 
the Italian Government, the Austrian Government 
and the German Government, in dealing with the 
future of their exchanges, have had or will have 
to pay regard to the actual relations of their 
currency to gold at the time when they frame their 
future currency policy. I ain only saying that that 
is n consideration which anybody has to take into 
account. Of course, l ought to add one word re- 
garding the interesting fact that the rupee exchange 
is the only important exchange of which I am aware 
whose gold value may perhaps be permanently 
raised. The great depreciation in the purchasing 
powor of gold means that currencies which have 
retained the pre-war gold rating themselves reflect 
the depreciation of gold. The Indian exchange, 
«ven if it is fixed at Is. 6d., will share that par- 
ticular phenomenon .with other currencies, the 
difference being that some portion of tho gold depre- 
cation will not be reflected in the currency, but 
*t will not altogether be absent from it, berauso 
J 8 * 6d. does not compensate by any means for tho 

depreciation of gold aB compared with Is. 4il. 
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11.811. l)o you think there is any parallel between 
the currency systems of Austria and Italy to which 
you have referred, ami the Indian currency system 
which we arc* considering? — The parallel is that any 
country which iaees the problem of giving a per- 
manent ratio to its currency must take into account 
the actual relation between tho internal purchasing 
power of that currency and its external purchasing' 
power in relation to gold at tho time when it 
undertakes fixation. In that respect an$ country 
has to consider this problem in connection with tlu* 
ruling level of prices within and without. 

11.812. Y'ou think we ought to take a leaf out of 
what has happened to the currency systems of 
Germany, Italy and Austria, to which you have 
made reference? — Nothing of the kind. 1 am not 
suggesting that India should take a leaf out, of the 
history of those countries in regard to their ciirrem > 
depreciation in the past; but I think that when 
countries, including those* countries whoso currencies 
have had such a cheque rod history lately, under- 
take the harnessing of those currencies to the 
element whieh is still deemed to he the most stable 
in the world, namely, gold, they all have to consider 
at what exchange ratio the internal and external 
purchasing powers of their currency will he equated. 

11.813. I took it you quoted those? countries 
because, you thought they ofFered parallels to Indian 
ciirreney? 1 quoted those currencies in resjmiiso 
to u question as to whether or not other countries 
faced with tin? problem of currency stabilisation 
had to consider the relation between those currencies 
and gold at the time when they had to face the 
problem. It seems to me that all countries facing 
the problem of currency stabilisation have to ton- 
aider that aspect of the case. 

11.814. In that question 1 said ‘‘countries which 
had sound currency systems after the Armistice.” 
1 did not expect you to refer to those countries 
which offered very little parallel to the Indian 
currency system. You referred to a permanent rate. 
What is your definition of "permanent”? What 
wn.s looked upon by the Fowler Committee as per- 
manent in 1898 you are prepared to recommend 
to-day should he changed for what may be recom- 
mended by this Committee in 1926, and in 1929 or 
1930 you may he prepared to recommend that what 
this Committee roco in mends now should he changed 
again. What is the value of the word ‘'permanent” 
then? 1 think you used tho word " permanent ” in 
a previous reply to me, when you said 4 ‘ permanent 
ratio”? — By "permanent” 1 mean that it should 
he embodied in Statute and regarded as unchanging. 

11.815. Unchanging only in certain circumstances, 
or when? -I cannot believe that the Fowler Com- 
mission foresaw tho world war and all tho catastro- 
phic circumstances that it led to. The word " per- 
manent ” ns used pmong people means permanent 

in so far as anybody can humanly calculate 

subject to the limitations or human nature. What 
one means by " permanent ” is that it remains for 
all time so far ns ono ean reasonably foresee. That 
is the objoet of laying it down. If a world cal- 
a strophe occur*;, the firm resolve that it .should he 
permanent for all time may he incapable of being 
maintained. 

11.816. Am l interpreting your meaning correctly 
if I say by " permanent ” you mean 14 not linldy 
to change unless it has to ho changed unavoidably”? 
fs that what you mean by “ permanent ”?— Crdoss 
it lias to be changed unavoidably. 

11.817. As the currency systems have broken down, 
e.ij.f in Germany, Italy or Austria, or any other 
countries you mention? — Unless unforeseen circum- 
stances arise which nrnko it unquestionably in the 
interests of India to reconsider her resolve to hold 
the rate permanently. 

11.818. From an economic point of view? — From 
the widest possible point of view. 

11.819. Namely, in this case the economic point of 
view?- -In this ease the economic point of view. 
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11.820. There is no other economic aspect. Let 
mo ask you whether the Government of India could 
not have nvoided raising the exchange to Is. fid. gold. 
About October 11)24, Is. fid. sterling was about 
Is. 4d. gold? — I take the date and figures* from you. 

11.821. (Chairman.) Is. fid. sterling, or Is. 4-|id. 
gold in November, 1024. 

11.822. (Sir Pur*hotamdn* Thaknrdas.) Wc are 
taking in.v figures fur granted, subject to correction. 
Mr. Kiscii, between September and October 1924 the 
rupee had reached Is. 4d. gold. It was suggested 
about that time to the Finance Member in the 
Assembly that instead of an inoperative ratio of 2s. 
gold in the statute. Is. 4d. gold should be substituted. 
— Yes. 

11,82:1. The Finance Member opposed it? -That 
is so. 

11.824. If this Commission bad been appointed 
round about that lime, before Great Britain got to 
the gold point, whatever rate was recommended by 
it would have been much more in the proximity of 
Is. 4d. than it is to-day? — Do you mind repeating 
that question? 

11.825. If a Com mission had been appointed 
immediately after October 1924 to examine the whole 
question the dc facto rate would have been nearer 
Is. 4d. gold than it is to-day? — That is so. 

11.826. Conversely, if the Government of India 
had chosen to appoint a Commission a couple of 
years later and not in 1925 as they did, the exchange 
might have risen to 2s. gold, as yon yourself said 
a few r iminienls back. It is a possibility, but by no 
means a necessity. 

11.827. A necessity in the sense that at present 
the Finance Member has to purchase sterling much 
in excess of the requirements of the Secretary of 
State in order to keep the exchange down to Is. fid. 
To that extent it is an absolute necessity. It is 
conceivable that within the two future years to which 
you are referring the trend of Indian trade should 
tuke the opposite line, and so automatically retnrd 
that advance which you are suggesting. 

11.828. We will not go as far as that. If the 
Finance Member did not control the exchange, as he 
is doing at present, the exchange would go much 
higher than Is. fid.?— If the remittances had not 
been conducted as freely ns hitherto, under the con- 
ditions now prevailing there would have been n 
tendency for tliu exchange to rise higher than it has 
done. 

11.829. Therefore, the dc facto rate is one worked 
up to by the Government of India absolutely at 
their own sweet will, and there is nothing natural 
about, the dc facto rate. — What is natural about the 
dr facto rale in that it is a rate which for the last 
few months has not been associated with any 
material change in prices. Since the latter part of 
1924, whieh is the period you have been referring 
to, the movement of exchange has not been asso- 
ciated with any important variation in the price 
level of Indian exported articles, hut in this time the 
gold price level rose somewhat ns measured hv the 
U.S. index. 

11.830. Do you miml if I request you to exclude 
the economic aspect? The whole question is whether 

In Ootobur 1924 the rate was la. 4 ^ !J d . gold. C.H.K. 


that dc facto rate which has been maintained by so 
much manipulation is controlled by the Finance 
Member?- -It is clear that the actual rate ruling 'at. 
present has been influenced very largely by the 
character of Government operations. That cannot 
lie questioned. 

11.831. 1 wish to put it to you much more 
strongly; that it lius been absolutely influenced by 
the action of the Finance Member, and if this action 
was in the slightest degree in abeyance the rato 
would vary tremendously. — The action of the Govern- 
ment in recent weeks in selling rupees at a certain 
maximum figure has prevented the rate from rising 
above thnl figure. . 

11.832. Gold ennnot he tendered to the Govern- 
ment in India, and to that extent the natural part 
of a sound currency system has absolutely been cut 
otf the Indian currency system. — The fact that under 
the existing position there is no meaiiB for banks 
to ucquiro rupee currency by the tender of gold, 
means that the increase of Indian currency has had 
to be effected by the regulation of the price at whieh 
the Government would sell rupees. 

11.833. 1 wish to put it finally in this way: That 
the whole system is being worked under the most 
artificial conditions and circumstances conceivable — 
circumstances which have no parallel in any other 
country. — That 1 should question somewhat, because 
countries looking forward to .stabilisation, before 
they actually get to the point of stabilisation, try 
to see that the internal purchasing power of their 
currency is equated by the exchange with its ex- 
ternal purchasing power that is with the general 
level of gold prices, before they proceed to stabilise. 

11.834. Could you name tho country that you have 
in mind?— Well, I think that the Belgian Govern- 
ment is one of tho Governments which to-day is 
understood to he contemplating currency stabilisa- 
tion, and the exchange has been carefully regulated 
by the National Bank of Belgium. 

11.835. You think there is a parallel between the 
financial conditions of the Government of India and 
of the Belgian Government? — I can only say, as I 
have said before, that when a country is about to 
stabilise it has to watch very closely the relation 
between its internal price level and the external 
purchasing power of its currency to sec whether the 
moment, is ripe and opportune, and that some period 
of careful watching and control is necessary to got 
to the point at. which you can make the control 
automatic by fixing the gold points by statute. 

11.836. (Chairman.) Tf the Indian authorities had 
chosen either Is. 4d., Is. 5d., or any other rate rather 
than Is. fid. ns the rate at which tho rupee should 
be held, would the measures whieh they would have 
had to take in order to maintain that rate have 
been at all different from the measures which they 
have taken for maintaining the Is. fid. rate?— No; 
they would have had to he measures of the same 
class. 

11.837. (Chairman.) We thank you very much for 
your full and able assistance, and I hope you have 
not been fatigued by this prolonged examination.— 
No; and if at a later stage you want to ask me any 
further questions, then 1 am at your disposal here. 

11,8:18. (Chairman.) Thank you very much. 


(The u'itncs* withdrew.) 
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M.L.A. 

Professor Jahangir Coovkrjbe Coyajek. 

Mr. William Edward Preston. 


Mr. G. II. Baxter) 
Mr. A. Ayangar | 


(Secretaries). 


Mr. A. Bowie, called and examined. 


11839. (Chairman.) You are the General 
Manager and also a Director, resident in India, 
of the Allahabad Bank, Ltd. ?— Yes. 

11810. You have been kind enough to furnish 
us with a memorandum * Bhowiug the chief points 
with which you wish to deal. You say " The 
control and management of the currency should 
be a function of Government and ought not to be 
delegated to an institution. ” Is that a general 
opinion, or is it an opinion which Iulb special 
application to Indian conditions only 7 — I should 
suy it has special application to Indian conditions. 

11841. Can you tell us the main headings of 
the conditions special to India which led you to 
this opinion 7 — India has an established currency 
which has been in existence for several years, 
backed up by the highest credit in India — the 
credit of the Government. The issue of currency 
notes lias gradually widened and has been 
generally accepted because it has been submitted 
to tests in various crises; and 1 do not think an 
issue of currency notes backed by any lesser 
security, or issued by a bank, which would neces- 
sarily have a lower credit than the Government 
of Tndia, would meet with the general acceptance 
of the people of India. 

11842. Might it not be said that those two con- 
ditions to which you refer are not peculiar to India 
alone. In other countries also thero might bo a 
currency backed by the Government, and in other 
countries also there has been an increase in the 
acceptability of the notes ?— The issue of notes has 
been of slow growth in most countries. The 
Government currency note is established in India. 

11843. The crux of your reply, I think, is really 
this, is it not- -things work well under the exist- 
ing system, so why change it 7 -We need to see 
a very great advantage before we put the present 
system into the melting pot. 

11844. We have a certain volume of evidence to 
show that there is in India, among educated 
public opinion, a certain amount of dissatis- 
faction with, and even suspicion of, the Govern- 
ment as the controlling currency authority. Is 
that your experience too, or not? — I would say 
that the circulation of the currency note in India 
meets that question. 

11845. You would not see anjrthing in the con- 
tention that the growth might have been 
even more rapid if the India currency authority 
had more resembled that of other countries who 
had developed currency systems ?— The Indian 

"""" * Appendix 78. 


wants the very finest security which the country 
can offer. 1 do not think he would accept these 
notes unless he knew they h.ul the backing of the 
Government of India. 

1 1848. In paragraph 3 you say (hat the position 
of the imperial Hank under its Act has left, the 
indigenous banks defenceless against (he opera- 
tions of the Stale Bank. Will you kindly explain 
that idea, and tell us in what way the indigenous 
hanks have been hit / -Banks live by borrowing 
money in the open market at compel itive rates. 
Before they can lend that money on first class 
security they must get a margin between their 
borrowing and (heir lending rales. I believe (ho 
margin at which the hanks can carry on at a 
profit is something between U and 2 per rent. 
We are borrowing in (he open market at a market 
price for money, and if we are going to lend on 
good security we must lend at a profit which is 
limited in India by the published rate of the 
Imperial Bank of India. The Imperial Bank 
has facilities by which it can get a considerable 
portion of its money not on the market at com 
petit ive rates. Therefore the Imperial Bank can 
lend on first class security at a lower rate than 
can those banks who are borrowing in the open 
market. The other hanks cannot meet that state 
of affairs. They cannot get money cheaper, and 
if they increase their lending rate they cannot 
get first class security. 

11817. That refers to a later paragraph of your 
memorandum, on which I will ask you further 
questions later t— It has left the hanks defence- 
less against the operations of the State hank, 
which means that they arc not in a position to 
compete on equal terms. 

11848. Leaving further questions on this matter 
until we come to a later paragraph of your 
memorandum, let me ask, at this point, whether 
you do or do not consider it as a fact that the 
establishment of the Imperial Bank has actually 
been a help to other banks in times of difficulty? 
— No, I have not found it so. 

11849. To show you whither my questions tend 
let me put you a specific case. Did not the 
Imperial Bank avert a widespread panic on the 
eve of the failure of the Alliance Bank ?— I think 
that was averted by the action of the Govern- 
ment of India who asked the Imperial Bank, on 
their guarantee, to put up 50 per cent, of the 
money required to pay off the creditors of the 
Alliance Bank. That was at the instance of the 
Government of India. 
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11850. But if there had been no Imperial Bank 
there would have been nobody to ask, would there ? 
— 1 admit that a State bank is necessary, but I 
do not admit that the State bank should come 
into the market and compete with the other banks 
constituted as they are. 

11851. I gather it would not be your opinion 
thut the existence of a strong institution, such as 
the Imperial Bank, can be of assistance in 
fortifying the Indian banking system?- I do not 
sec how it can fortify the Indian banking system 
if it is competing for each class of business in 
which the oilier banks are engaged. The stronger 
it is the worse it will be for the other banks. 

11852. Could we separate the two functions of 
the Imperial Bank into those which are competi- 
tive, as you tell us, and those which may have a 
useful effect in fortifying the banking system. I 
think you agree that a strong central hank has a 
useful function to perform in the latter regard l 
Certainly. 

11853. You say in paragraph 8, “ There arc no 
obligations under the Act placed on the bank 
requiring it to make advances to other banks 
against Government or other approved 
securities ” ? — 1 believe that is so. 

11854. I)o you think that the granting of 
advances on approved securities should he made 
with full liberty or by statute? My contention in 
paragraph 8 is that, while it is generally slated 
that the Imperial Bank is functioning as a 
bankers 1 bank, yet there is nothing laid down in 
the Act whereby the Imperial Bank is to act as a 
bankers' bank. Tt puts a tremendous power in 
their hands. A bank, if it is competing with 
the Imperial Bank, dare not go to the Imperial 
Bank for assistance. Take our own case. In 
1013 there was a general banking discredit 
through the failure of some hanks 

1 1 855. You are getting on to another question, 
about which I will ask you specifically later, but 
I rather wanted now to see just what you meant 
by the observation that there are no obligations on 
the hank requiring it to make advances to other 
hanks against Government or other approved 
securities. T am quite ignorant: is there any 
legislation in any other country imposing such an 
obligation on the central hank? — No, except so far 
as it is a general established usage, which is known 
to the money markets of other countries, in what 
form they can give assistance. They always apply 
for assistance to hanks which are not competing 
banks. 

11856. So it is not so much a matter of statu- 
tory obligation as a matter of recognised usage? 
—Recognised usage in that there is a bank in 
the country to which other banks can go knowing 
that it. is perfectly impartial and not in competi- 
tion with them. 

11857. Now I conic to the matter which T think 
you w'ere just about to open. Can you tell us 
of any specific cases where the Imperial Bank has 
refused accommodation ?-- 1 can only speak from 
what is within my own experience and know- 
ledge. We dare not apply, or wc dare not go to a 
bank s with the idea that we have a reserve of 
security, or further reserves than our own cash 
balance, and that we have the Imperial Bank 
behind us. Wo dare not run our business on 
those lines. Tn.1913, when there wrb ft general 
banking discredit throughout the country, it was 
rumoured that the Allahabad Bank had applied 
to the Bank of Bengal for assistance. This 
rumour was spread very much to our discredit. 
Wo had not applied for assistance. At the 
shareholders* meeting a statement was made that 
in no case had wc applied to a bank for assist- 
ance. Tf wo did have to apply to the Imperial 
Bank for assistance in an emergency it would be 
made known to our discredit, and it would 
weaken our position. 


11858. Then the difficulty, as 1 understand, to 
which you refer is not that the bank has refused, 
or would refuse, reasonable accommodation, but 
it is the lack of confidence caused by the know- 
ledge of the application which has been made? — 
Yes, that is one of the reasons. On the other 
hand, we might be turned down. 

11859. Have you any evidence or experience 
which would lead you to apprehend that you 
might be turned down? — Exi»pt that we are in 
competition with the Imperial Bank, and one 
does not go for assistance to a strong competitor. 

11860. I understand that your apprehension 
is that an application to a competitor might 
not be viewed with sympathy ? — We dare not go. 

11861. It would be of some importance if you 
could illuminate the matter by any specific in- 
stances which have occurred in the past?— We 
have not applied in any case. 

11862. Arid you cannot help us with any in- 
stance? — I cannot quote any. 

11863. Coming to your paragraph 10, we return 
to the question which you have already raised 
in reply to a previous interrogation. You say 
the use of interest free funds, free transfer of 
funds, and so on, places the bank in a position, 
where it meets with competition for banking 
business, to quote rates unprofitable to other 
banks. What is your opinion on this point? 
Do you consider that competition, as regards 
the rates of interest between various lending 
banks, is in the public interest or is against the 
public interest- as a general proposition? It is 
certainly in the public interest that there should 
he competition. 

11804. If that is so, the question arises: Can 
you tell us of any specific instances of periods 
at which the Bank's quoted rate was so low as 
to be inconsistent with the public interest in the 
vigour of competition ? — The public interest is 
rather wide. It includes the question of whether, 
if other banks find it unprofitable, it can any 
longer exist up-country. It is a question whether 
the up-country branches can lie made to pay. 
if the banks find that these up-country branches 
do not pay, they might possibly drop out. There- 
fore it would certainly not be in the public 
interest if they had no competition, and if it 
was left entirely in the hands of one bank. But 
there are cases where the Imperial Bank has 
been doing business quite unprofitable to other 
banks; in fact, I should say, at below banking 
cost. 

11805. T understand that your apprehension 
is that the under cutting of the Imperial Bank 
of India would really drive other banks doing 
the same class of business out of tho field, and 
thus deprive the public of that competition which 
is agreed to be in its interest? — Or drive the 
banks to take a worse form of security and 
charge a higher rate; and that would be reacting 
on the strength of the banks. 

11866. As a matter of experience, have there 
been periods in which rates quoted by the Im- 
perial Bank have been so low as to cause a 
likelihood of either of these bad consequences?- • 
Yes. When the Imperial Bank came into the 
cities where the Allahabad Bank was working 
before, it immediately started quoting lower 
rates. We got information from our sub-offices 
that where the Imperial Bank went to a city it 
immediately formed a contact through the 
brokers for the purchase of a large quantity of 
hundis payable on demand at rates which cer- 
tainly could not pay the other banks. Personally 
I do not see how it could have paid the Imperial 
Bank. At any rate it simply put us out of 
competition; we simply could not quote. 
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11867. About when would that have been ? Can 
you fix the period ? — Thin is an extract from our 
Huthras Office’s fortnightly letter dated 15th 
November, 1924 : “ Money is iu full demand. 
The Imperial Bunk of India havo already con- 
tracted with the big business firms of this place 
to purchase their demand for hundis on Bombay 
and Calcutta to the extent of 23 lakhs for a 
period of four months at one anna six pies per 
cent, through brokers.” That is a net return of 
one anna three pies. At Hathras, 1 should 
think it would take at least seven days for us 
to turn our money round,- to pay out money in 
llathras to this extent for huudis, to have them 
listed, to have them forwarded to Calcutta and 
to have them collected in the Calcutta Bazaar. 
We have to do all that for one anna three pics. 
Assuming it is a week, that is, 5 k 2; it works out 
at something like 4 per cent. Eor us it will be 
six pics less, because we have to pay 5 Vnd to 
get our funds back to llathras, bo it would work 
out in our case to something under 3 per cent; 
that is for four months from November, at the 
tight money season of the year— November, 
December, January, February and March. No 
bank can do all that business and get a return 
on its money over four tight money months at 
that figure. 

11868. Can you tell its if that was a state of 
affairs which was long continued in this par- 
licular place? 1 believe this is the first year of 
working. 

11869. It continued for a year? I do not know 
how long it continued. That was November, 1924. 

11870. What I want to ascertain is whether 
these are sporadic and unusual cases, turning 
up here and there, or whether it is a usual state 
of affairs ?— This is a matter of hundis. In other 
offices it is a question of direct interest where 
we have been making advances, and havo con- 
stituents for making advances on the security 
of produce, and wc find the Imperial Bank im- 
mediately offers lower terms. Our rate is some- 
thing like 7J, and the Imperial Bank offers Lo 
do the business at bank rate 5 per cent. 

11871. Will you turn hack to paragraph No. 5, 
where you say 11 In fact the measure of protection 
to the public in this respect is not equal to 
that demanded from the banks established under 
under the Indian Companies’ Act in Form F, 
viz., to disclose the secured and unsecured ad- 
vances and, as a guarantee of the independence 
and impartiality of the control of the bank, to 
Bhow the sums due by the directors as principals 
and guarantors and as partners and directors 
in firms and companies.” That measure of pub- 
licity was a special measure applied to India 
after the occurrences of 1913, was it not?— I 
think there w r as an Indian Companies’ Act before 
then. I think we have always had to disclose 
these matters. It did not occur to me to look 
up that point. 

11872. My information is to the effect that that 
was a special measure which was adopted after 
1913. Do you know what happened in that year ? 
—In 1913 several banks failed. 

11873. In your view was that a useful measure, 
and a desirable one, under the conditions of India 
and under the Indian banking system?— Tt is an 
added measure of protection I should say. 

11874. As regards the conditions imposed upon 
the bank, you refer here to the guarantee of the 
independence and impartiality of control, which 
is imposed on other hanks. Let me refer you to 
the bye-law of the Imperial Bank itself under 
which f< no Governor or member of a Local Board 
shall sit, judge or vote on any matter connected 
with- the business of the bank in which he is 
personally concerned, or any motion respecting 
the loan or advance of money, or otherwise giving 


of credit to himself, partner, co-trustee, servant or 
relative or to a private company, firm or indivi- 
dual with which or with whom such Governor 
or member is connected.” Does not that secure 
(he adequate guarantee of independence and 
impartiality? 1 have no doubt it docs. In 
that case the Imperial Bank would probably not 
object to publishing the statement. 

11875. A statement similar to that required 
from other hanks?- Certainly. 

11876. In paragraph 6 you say 4< The privileged 
position of the Imperial Bank of India hinges 
on the prestige accruing to them as Government 
bankers which, in the eyes of the public, secures 
to them the support of Government in an 
emergency. This position in itself means an 
actual monetary advantage in that, with their 
credit as Government hankers, the Imperial Bank 
of India ought always to he able to borrow at 
lower rates than other hanks.” Regarding the 
other side of the picture, however, it iB the caso, 
is it not, that the Imperial Bank renders, in its 
turn, various services to the Government free 
of charge? Ought not that to he taken into 
account when you are considering the balance of 
advantage to the Imperial Bank ? Those are 
hanking services. 

11877. Whatever sort of services they may he, 
they are services that cost money? They are the 
services which Government require from the 
Imperial Bank as hankers. They are exactly the 
same services as arc required from all hanks by 
their customers. We all have to give the same 
services to our individual customers. 

11878. Are they all services such as any hanker 
might render to any customer, or are they not 
specific services rendered to the Government,?-- 
They are banking services coming within the 
scope of banks keeping their account, paying out 
and taking in money. 

11879. Ts it, then, your contention that, the 
Imperial Bank only renders to the Government 
such services as any hanker renders to any 
customer? I should say there is no added service 
which the Imperial Bank gives to the Government, 
as a banker. 

11880. As to the question of remittance facilities, 
again I am ignorant, hut, does the Imperial Bank 
pass on any of these remittance facilities t.o other 
banks, or does it not? The Imperial Bank gets 
its remittances free. We have to pay a certain 
percentage. I cited, in the case of these hundis 
at Hath hm that we would have to pay l/32nd; 
that is, six pics out of one anna, three pies 
remaining after paying the brokers three pies, 
and after paying six pics to the Imperial Bank 
to get our money hack to TTuf liras. 

11881. Then the other hanks share to no extent 
in the special facilities of (lie Imperial Bank?-- 
No. The general public practically have the same 
facilities. 

11882. What T was thinking of was a passage in 
the report of the Gout roller of Currency, dated 
1924-25, in which he Rays: “ The maximum rate 
for transfers of amounts of Bs. 10,000 and over was 
fixed at I anna per cent., but recently in order 
to assist oilier hanks and to encourage them to 
effect, their transfers through the Imperial Bank 
the rate for banks has been reduced to half an 
anna per cent.” I take that to mean that the 
other hanks did share to some extent? No. # T 
think that previous to that rule the Imperial 
Bank was giving transfers on Bombay to the 
general public at l/32nd for amounts. 

11883 . So that your contention is that this was 
an illusory concession ? — Yes'. 

11884. In paragraph 11 you say “ The strong 
competition of the Imperial Bank with indigenous 
banks is generally admitted. In argument it may 
be stated that through the operations of the 
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Imperial Bank, banking rates and charges have 
been lowered with a resulting benefit to tr&do. 
Hut if Government wished by conferring special 
privileges on a selected bank to benefit trade then, 
in fairness to the established banks, these benefits 
should have been made available to trade through 
all the banks with which the public had been 
accustomed to deal.” Would it bo a practicable 
proposition that Government should lend out its 
balances directly to various banks and firms?— 
No, it would not be practicable, but they could 
do it through the agency of the Imperial Hank. 

11885. The Imperial Hank could receive instruc- 
tions to lend out a proportion ? — I should say so. 

11886. Would that bo a practicable limitation 
upon the Imperial Hank’s control ? — It would help 
the other banks to compete in some degree for 
first claRs business. 

11887. As to its remittance facilities, would it 
be a practical proposition that they snould also 
be shared out amongst the other banks?—! think 
all banks ought to be on the same basis. 

11888. There would be no difficulty in the actual 
administration of such a distributive system? — 
Through the Imperial Hank. They have the 
Treasury. They are acting as in control of the 
Treasuries. 

11889. It would have to bo dune through the 
Imperial Bank?— Necessarily ; they occupy the 
position of Treasurers. 

11890. They should do it for the other banks?— 
Yes. 

11891. At the same absence of cost as they do it 
themselves? -Yes, otherwise the Imperial Hank is 
placed in a privileged position. 

11892. 1 now come to your paragraph 13. 1 am 

bringing out the principal points in your 
memorandum. I sec it is your opinion that were 
you to confer the right of note issue, in addition 
to the functions of the Imperial Hank as at 
present constituted, it would create an unassail- 
able banking monopoly in India which would be 
to the detriment of the existence* of competition 
amongst the banks?- -That is so. 

11893. And in paragraph 14, further emphasis- 
ing the same aspect, you express the apprehension 
that were the privileged monopoly of note issue 
to be in the hands of the Imperial Bank while 
still carrying on business as a commercial bank, 
it would create suspicion that the Imperial Hank 
might deal with the needs of the general public 
as secondary to the needs of its own customers. 
As a result of that, as I understand, you come 
to the conclusion, in paragraph 15, that if a 
bank is to be granted a monopoly of note issue 
it must be a Stale hank which does not compete 
with other established banks in general banking 
business ? — Yes. 

11894. Would you regard it as a satisfactory 
solution of the difficulties and disadvantages 
attendant upon the present position of the 
Imperial Hank were its functions to be divided 
between, say, two institutions, one of which was a 
true bank of issue and the other which carried 
on the commercial business of a hank? — So long 
ns the banking portion of the Imperial Bank was 
conducted on pure economic lines, finding the 
money in the same way as other bankB, I do not 
see that there could ho any objection. In respect 
of competition, if the bank has the guarantee of 
the note issue, that is another matter. 

11895. That concludes the part of your 
memorandum which deals with the competition of 
the Imperial Bank as at present constituted. 
The remainder deals with your suggestions as to 
the elasticity of the currency. You express a 
strong opinion, as I understand it, against the 
holding of hundiB as part of the reserve, and as 
against the issue of currency as against bullion. 
You say in paragraph 16 that “ Assuming that 


an effective gold reserve for the note issue is 
established the volume of currency will increase 
and decrease with the gold withdrawals from or 
deposits in the gold reserve. This will be 
automatic following the seasonal demand for 
currency in India. 1 ' it has been represented to 
ub in evidence that to make the expansion of the 
currency depend only upon the inflow and outflow 
of gold is of no assistance in meeting the seasonal 
demand for additional currency, because the gold 
inflow comes too late; it follows the seasonal 
demand, and it is too Into to meet that demand. 
What is your opinion as to that objection ?— It 
really depends on the location where the gold 
reserve is kept. If it is kept in London, 
immediately on telegraphic advice currency notes 
could he issued at once in India. 

11896. Can an expansion of currency, which 
depends only on the actual import of gold, be 
sufficiently elastic to meet the seasonal demand? 

The seasonal demand for currency is merely the 
amount people want to borrow in order to finance 
the crops. Either the additional amount required 
for the season’s crops is found out of the credit 
balance of the banksj or from getting loans from 
the hanks, including the private hankers. 
There is no currency outside. You either take it 
out of accumulated funds or out of loans from 
the banks. There is no additional currency to 
be obtained. 

11897. What you contemplate, as I understand 
it, is that the need for additional loanable 
capital should be provided on a sound system — 
only by the inflow of loanable capital from 
abroad? — If the local market is insufficient. 

11S98. Without any temporary expansion of the 
internal supply of loanable capital ?— Of course, 
there would ho an expansion of the internal 
supply of loanable capital if it were worth while 
for money to come out, 

11899. That is from the hoards? — Yes. 

11900. Could that he relied upon as a way of 
easing the money market ?— That would bo one 
portion of the expansion. Necessarily, as the 
surplus of the Indian crops find their markets 
ahroad, it is merely anticipating the supply of 
money from the outside markets; that is to say, 
the outside markets ultimately have got to jiav 
for the surplus crops. We are only anticipating 
the supply of that money. 

11901. In the first place, as regards the lesson 
of experience, has it been shown in the past that 
the return into use of currency from hoards is 
of any assistance in meeting the seasonal demand, 
or has it not Iwcn found, on the other hand, that 
measures for the temporary expansion of credit 
by further currency were necessary ?— At tho point 
of highest trade activity we had no emergency 
currency. During the war, when Tndia was at 
its highest point of trade activity, there was no 
reason to apply to currency for emergency against 
a deposit of hundis. 

11902. Do you go so far as to say that the 
present provisions, by which currency is expanded 
to meet seasonal demands, are unnecessary? — In 
this form? 

11903. In their present form?— Yes. 

11904. You say they are at present unnecessary? 
—Yes. 

11905. It would be advantageous, in the interests 
of India, to keep the screw on during the season 
of activity?— Or outside money coming in, 
attracted by the rates in India. 

11906. You have no apprehension that that 
would have any effect in checking the normal 
legitimate expansion of Indian trade ?— It would 
probably check undue credit. 

11907. Do you think the use of the present pro- 
visions for expanding the currency to meet a 
seasonal demand has had an effect in creating 
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abnormal and unhealthy activities 7— It may have 
helped to finance and hold up stocks that were not 
passing into consumption; in other words, over- 
trade. 

11008. If the expansion to meet a trade demand 
is provided from additional currency issued 
against hundis, then the profit and interest goes 
to a central bank and so accrues to the benefit of 
the Indian community. If it is met by the 
importation of loanable capital, then the profit 
and interest goes to the foreigner. Why, under 
those conditions, is it more advantageous that 
it should be met by loanable capital than by an 
expansion of your internal supply?— All expan- 
sion of currency under the present arrangement 
means that the bank rate is more or less fixed. 
Therefore the lenders in India are not getting 
the full value for their money. They lose in that 
direction. There are two classes of interests in 
India; there is the borrower’s interest and there 
is the lender’s interest. The borrower gets that 
advantage and the lender loses it. 

11909. But would it lead to a reduction in the 
average bank rate for the year if you had no pro- 
vision for expansion of seasonal currency ? — 
There should be a peak in the seasonal demand 
for money. The hank rate might go up for the 
season’s demand for money, but immediately the 
crop was liquidated the hank rate would go down. 
The average rate necessarily need not be much 
higher throughout the year. 

11910. But in so far as you had a higher peak 
and a higher average, that would ho adverse to 
the interests of the bor.ower ?— To the interests 
of the borrower, yes. 

11911. Tn view of the circumstance that seasonal 
currency is issued against hundis, which pay them- 
selves off at the end of the active season, why do 
you apprehend that the arrangement for the 
expansion of currency for seasonal purposes may 
lead to any permanently unhealthy trade 
activities ’- -The arrangement as it is at present 
permits of a situation where it is possible for the 
issue of currency to be controlled by the authority 
creating the emergency. There is no economic 
control. They do not put their hundis on to the 
open discount market where an independent body 
of inen would limit or criticise the security. It 
simply goes before the Controller of Currency. 

11912. Do 1 understand that this criticism is 
directed to the nature and class and status of the 
hundis against which the currency is issued, or as 
against the absence of more narrow limitations 
as to the amount l- ft. is the absence of effective 
control of credit. You cannot, ask the Controller 
of Currency to be an expert in credit, and there- 
fore the supply of emergency currency is con- 
trolled by the imperial Bank. 

11913. Supposing a system of control were to be 
adopted, of which the closest analogy is that of 
the Reichbunk, by which the seasonal expansion 
is made against bills, and as the proportion of 
bills to the total reserve advances, a tax is im- 
posed which necessitates the raising of the bank 
rate : would you see in that an adequute safe- 
guard against those dangers to which you refer ?-- - 
The German Central Bank is not actually in the 
discount market. The German Central Bank has 
an effective control over credit. They are dis- 
counting these bills, but it is not its own paper 
which it is passing; it is other banks’ paper. 

11914. Carry the analogy still further, and 
suppose we had in India a true Central Bank, 
and that the provision of seasonal currency were 
entrusted upon this basis to the control of the 
true Central Bank : would that he an adequate 
safeguard in your opinion? - Yes, so long ns that 
bank extended its credit with an eye to keeping 
its position liquid. At present the Imperial Bank 


as constituted can discount their hundis. They 
need not keep an eye on the cash balance. They 
can rely upon this emergency currency; get 
hundis; send them into the currency and get 
further cash. They pass in the hundis. There is 
no effective control of credit. 

1 1915. Bub such an effective control could bo 
secured, as 1 understand, firBt of all, by Statutory 
provisions as to the proportions of the reserve, 
and secondly by Statutory provisions as to the 
tax for temporary diminution of that proportion? 

And also having an effective body of control of 
men passing the paper submitted people with 
knowledge of credit. 

11916. Would you criticise the knowledge of 
credit possessed by the present control of the 
Imperial Bank 7— Oh, no. I say it. is the Imperial 
Bank’s paper which is not passed. There is not 
an effective control. It passes under the Con- 
troller of Currency, and he issues emergency 
currency. 

11917. Would not the concentration of the busi- 
ness in the hands of practical bankers who are 
responsible for the management of the true 
Central Bank remedy that? -At any rate it 
would be an effective control on the paper. I 
do not suggest for a moment that anything but 
first-class paper is submitted, but one can imagine 
a situation being created where tho issue of 
currency could be extended by the. authority 
creating the emergency or responsible for the 
emergency. 

11918. Under what conditions would that arise? 

-It would arise if a bank was doing general 
banking business. Its customers’ needs have to 
be supplied. The bank, for a moment, allows 
those customers’ needs lo get in excess of, shall 
we say, the ordinary may he overt lading. The 
bank finds the money by going to the currency 
and there is no effective control. 

11919. Such a situation could not, in all human 
probability, arise (there would he no reason to 
foiescc it) if the banking control were not con- 
ducting an ordinary commercial business? -By 
conducting an ordinary commercial business 
there is an open market. They are taking what 
is offered. 

11920. (Sir X or cat Warren.) In paragraph 9 
you r-ny : “ As consideration for this undertaking 
of banking development, formerly carried out by 
other banks on their own resources.” Mow long 
has the Allahabad Bank been in existence?— 
Since 1865. 

11921. The Imperial Bank has been in existence 
for 5 years; that is so, is it not? That is so. 

11922. During the period from 1865 up to the 
time the Imperial Bank came into existence, how 
many branches had the Allahabad Bank opened ? 

1 should say, until 1920, roughly 30. 

11923. From 1865 to 1920 you only opened 30 
branches? That iB so. 

11924. At that time you had the field to your- 
selves? You had no Imperial Bank to compete 
with you in opening branches? If you wanted 
to assist the trade of the country, why did you 
not open more branches? Wc were opening 
branches as it paid us to do so. As we found 
each office’ was turning in a profit, so we would 
open another. 

11925. But you would not call opening 30 
branches in that long number of years assisting 
the trade of the country, would you?--! would - 
within the province of the Allahabad Bank. 

11926. Quite so, but 1 put it to you that it wan 
the cost., and the risk of opening branches which 
prevented you from opening more? -If branch- 
opening had been immediately profitable, of 
course we would have gone ahead. 
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11927. But wo h«ave had to open branches where 
there is no profit? But you arc heirs of other 
oiganisations. The Imperial Bank has not been 
established only for 4A or 5 years. You are heirs 
to the Bank of Bombay, the Bank of Madras 
and the Bank of Bengal. 

11928. How many branches had they? — That 
simply shows they did not find much profit in 
opening new branches. 

11929. But would you have opened these 
branches if we had not ? Wo would have gradu- 
ally developed. 

11980. Only in places that paid? — Only in 
places that paid, yes. 

11981. Then that is looking to yourself and not 
to the country ? But our contention is that the 
Imperial Bank has opened brain-lies in places in 
which we were the pioneers. 

11982. And you say they are buying hundis at 
unprofitable rates? Simply because they arc not 
banking on economic lines. It did not pay them 
before to open branches. If it had paid them 
before they would have opened them, but it did 
not pay them until they were subsidised. Then 
they immediately went into those places in which 
we had been the pioneers, and they said, 11 We 
will reduce local rates. ” 

11983. That is good for the country ? — It is 
good for the country, but it is uneconomic com- 
petition. 

1193*1. How long have you paid your present 
rate of dividend of 18 per cent? We have paid 
it, roughly speaking, for 13 or 14 years. 

11935. Then your dividend has not gone down 
since the Imperial Bank came into existence? It 
has not. 

111*30. You Mill pay 18 per cent. ? We do. 

11937. Then in what way arc we harming you? 

-You are harming us in that we have not a wide 
enough margin of profit to be ablo to place 
money to reserves, and thus we are not able to 
keep on expanding. 

11938. You can always do that by reducing the 
dividend? I should say that the shareholders 
in the Allahabad Bank are not getting a bigger 
return than 6 per cent., which they could get 
in (Government, securities. We have Hi lakhs of 
reserve, *and we have 20 lakhs of ordinary capital. 
20 and *10 make 60, which divided into 18 per 
cent, docs not give much of a return on the share- 
holders 1 money. 

11939. Still, you agree you are paying 2 per 
cent, more than (be Imperial Bank. We pay 16 
per cent., and you are paying 18 per cent. ? — 
But the Imperial Bank are placing, in addition 
to that dividend, very big sums of money to 
reserve and to their pension fund. We arc not. 

11940. I suggest, comparing the size of the two 
banks, you are doing as much ? Oh, no. You 
have got very heavy allocations to reserve. 

11941. You say that the advances on (Govern- 
ment paper by the Imperial Bank ought to be 
put under statutory control, it ought to be 
put in the Act, and you say you have never 
applied to the Imperial Bunk for an advance. 
Have you ever heard of any other bank having 
been refused?—! have never heard of jiny other 
hank being refused. 

11942. If we had refused would not we have 
been placing ourselves in a false position with the 
(Government? We are in close connection with 
the (Government, «and if we had refused would 
it not have lowered the prestige of Government 
securities? — That is a question of internal policy 
as far as the Imperial Bank is concerned. 

11043. But you have never heard of any bank 
being refused? Not to my knowledge. 


11944. Then why do you suppose you would be 
refused ? — We do not want to place ourselves 
undor an obligation to a competing bank. 

11945. That is not our fault; that is your fault. 
— It would operate to our discredit. 

11946. If you think that, you cannot blame the 
Imperial Bank ? — No. 

11947. Other banks cotne and borrow very 
largely. They have never been refused. Would 
not the question of exchange come into the matter 
of getting in all this capital from abroad ? Do' 
you think money would be attracted to India 
without reference to the exchange risk? — Money 
would be attracted by the difference between the 
English Bank rate and the Indian Bank rate, 
taking into consideration the cost of getting gold 
out and back again. That would add to the cost. 

11948. You say that the expansion of currency is. 
in the hands of the Imperial Bank ; that they have 
the control ? — They have the control. 

11949. I say that the expansion of currency is 
entirely a question of supply and demand. If 
there is a demand for currency it is given. If 
there is not a demand, it iB not given. — It is the 
Imperial Bank’s paper which is deposited with 
the currency. 

11950. Paper which we guarantee? — Paper which 
the Imperial Bank has discounted to its own 
customers. 

11951. You say in paragraph 4 : “ The clauses of 
the Act are framed to give the widest permissive 
powers to the Bank to engage in general banking 
business and so that nothing in the Act may be 
construed as restrictive, it is specifically stated 
in the Act that nothing shall he deemed to prevent 
the Bank from allowing any person who keeps an 
account with the Bank, to overdraw such account 
without security to such extent as may be pre- 
scribed.” l)o you know that tho Bank’s bye-law 
says that we can only give one lakh unsecured ?— 

It is a pretty generous limit, unsecured. 

11952. I consider it is the other way about. 
For instance, there are many inen in India to 
whom the Imperial Bank would he willing to 
lend 10 or 15 lakhs on their own name. When 
they come to us we have to say, “ We can only 
give you a lakh.” What do they do then? They 
go to you and to other hanks where they can get 
their 10 or 15 lakhs. — But they can get any 
amount of money from the Imperial Bank with 
security. 

11953. I said without security, which is what 
you are alluding to. We lose all that business?-- 
The 41 without security” business? 

11954. Yes? — I do not know that it goes to the 
other banks. 

11955. The men who want 10 or 15 lakhs 
unsecured go to the other banks? -It is a matter 
for the Directors. We have strictly to show in 
our balance sheet the amount we do advance. 

11956. Our balance sheet is laid down under the 
Imperial Bank Act, and not under the Act under 
which the other banks operate? — I understand 
that. 

11957. With regard to the matter of Hathras, 
before wo went to Hathras we had letters from / 
business people there asking us to go because of 
the high rates charged by the other banks? — Yes, 
they probably put up a reason. 

11958. I should call that a very good reason ?- 
I do not think our rates were excessive. 

11959. They Beemed to think so? — Did they 
specifically name the Allahabad Bank? 

11060, They said other banks? — I do not think 
our rates were anything beyond the ordinary. 

11961. Do not you think it is all for the good of 
trade that these rates should come down? — -Trade 
is one section of the community. There is the 



MINUTES OF EVIDENCE. 


97 


15 March, 1920.J 


Mr. A. Bowie. 


[Continued. 


other side of the question. There are the lenders, 
who compose an equally large body. I do not 
know whother this section of trade passes it on ; 
they make their own special profits. 

11962. 1 understand the Allahabad Bank 
addressed a letter to the Uovernment of India 
pretty much on the lines indicated in yo'ur 
memorandum? — That is so. 

11903. And they received a reply ?— That is so. 

11904. Thero has been no further correspond- 
ence since?— 1 think a reference was made to the 
finance Department on the points in that letter. 

11905. Still, you accepted the arguments in the 
letter, since you did not answer it?— Oh, no; far 
from it. 

11966. Why did not you go on with the corres- 
pondence ?— VVe waited to see whether there was 
another opportunity of ventilating our grievance. 

11907. (Sir Punshotamdns Thukurdas.) You 
said just iiow that the Allahabad Bank started in 
1805. Can you tell us of any other bank opened 
about that time which started branches in India, 
competing with the Allahabad Bank? There is 
the Central Bank of India. 

J 1908. That was after 1900?- Since 1865 I 
thought you said. 

11909. Can you tell us of any before 1900?— 
There was the Punjab National Bunk. 

11970. How many branches has the Punjab 
National Bank?—1 cannot say at the moment. 

11971. Approximately?—! think they have a 
considerable number. 

11972. How many branches have the Central 
Bank in the sphere of your activities ?— About 
eight I should think. 

11973. You cannot give me the number of 
branches of the Punjab National Hank?— I can- 
not at the moment. 

11974. You gave us an instance just now of a 
case where the Imperial Bank had cut into the 
rates. Can you tell us approximately what rates 
prevailed at Hathrus for hundi discount as far 
back as your memory goes? — 1 should think the 
rates then were about four annas. 

11975. That is about 25 years back? No. I 
mean up to. the opening of the Imperial Bank. 

11976. In 1920 it was four annas? Roughly, 
about that. 

11977. Can you tell me approximately what it 
was in 1890 or 1895?— It would depend on the 
difficulty of getting up silver — the coat of bring- 
ing silver into Hath ms. Currency notes tor the 
seasonal demand were not generally acceptable. 
Now currency notes are more or less accepted. 
Tho rate waB then dependent on the cost of silver 
laid down in Hathras. 

11978. Taking identical circumstances, i.e., 
where you were handling either rupees or notes 
for the operation which you mentioned, is it not 
a fact that the rates have steadily and con- 
sistently gone down from decade to decade? Is 
it not a fact that the rates for hundis in the 
Mofussil district, where the crops have to he 
financed, have steadily and consistently gone 
down? — The rates for discount? 

11979. Yes?— Yes, I should say so. 

11980. To what do you attribute that? Not to 
the Imperial Bank?— To tho general acceptance of 
currency notes. 

11981. Where it is currency notes compare it 
with currency notes; where it is silver compare 
it with silver. Take, for instance, 1870, when you 
moved silver, and compare it with 1880, when you 
were also handling silver. I suggest to you that 
the rates of discount for hundis have steadily 
gone down? — Yes, ns the banks kept opening in 
those centres. In 1880 there were very few banks. 


11982. Take any decade that you like.-- - Well, 
1860 70 I should say there were very few banks 
till currency notes came in, and then there was a 
certain development of banking, and that would 
bring down the rates. 

11983. From 1890 1900 what was the tendency? — 
Then I should say the return of money was 
costing less. 

1198'!. Owing to what? Owing to the fact that 
currency notes were being accepted. 

11985. That is not what I asked: I said, take 
silver or notes, as the case may be. When you 
had to move even silver 10 years later your rates 
for discount for the same were lower ? — When we 
had to move silver, but 1 should say that is 
simply because the banks were open at some of the 
larger centres. 

11986. And were able to discount rupees at a 
lower rate ?— Were competing with each other, and 
were bringing in further competition. 

11987. By private banks?- By private banks. 

11988. Then since 1900, when the notes began to 
be popular, what happened ? — Then the cost to the 
banks was less, and they could afford to discount 
at a low'er rate. 

11989. Do I understand all through from 1865 
to 1920 your margin of profit was uniform, but 
the rates declined because the cost of moving 
money was less? Is that your contention ?- I 
should say that is a contributory circumstance. 
From the fact that the cost of laying down money 
has got less the banks could give fair rates. 

11990. It is not then, as may be inferred by 
some, that the rates have gone dow’n because banks 
have reduced their profits in this business of 
discounting hundis, as they arc said to have done. 
Tan you tell mo what the rate of profit amounted 
to in 1880, and what it was in 1921 before the 
Imperial Bank came on the sceno? — I am afraid 
I cannot. 

11991. You stated that the rate the Imperial 
Bank charges since they started in 1921 brings 
you in a net return of about 3 per cent? No, 

1 am citing this specific instance of these Hathras 
hundis in November, 192-1. 

11992. In 1924 the rate that they offered left 
you 3 per cent, net?— Not net. 

11993. T thought you said so? — No. The total 
discount charge is 1 anna 6 pics: 3 pies for the 
broker, 1 anna 3 pies ^nd for getting our 
money back to Hathras would leave about 9 pies. 
That is a gross return leaving nothing for our- 
selves. 

11994. Which works out at 3 per cent, on the 
capital which you locked up, 1 understood you 
to say? -Yes. 

11995. The rate at which the Imperial Bank 
were discounting hundis at Hathras, if adopted 
by you, would have left you a margin of 3 per 
cent, net on tho money locked up for the period ? 
— But we had to pay interest on our money. 
We do not get our money free. 

11990. I winder if I have understood you cor- 
rectly. It left you 3 per cent, net for the period 
that the money was locked up? - No; not net 
return ; our costs, establishment charges and in- 
terest always have to come out of that. 

11997. You would say gross return ?— Gross re- 
turn. 

11998. What did you count upon as a fair 
return before 1920 for a similar operation Im- 
probably we would want lj per cent, to 2 per 
cent. 

11999. Net?— Net. 

12000. How much gross as compared with the 
3 per cent, gross left you by the Imperial Bank’s 
competition ? It would depend on the hank rate. 
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12001. This rate of the Imperial Bank at 
Hathras had an effect in surrounding centres 
where the Imperial Bank had not branches. 
This took place at Ilathras'/ — Hathras. 

12002. Was the effect of this reflected in the 
neighbouring centres within say 100 miles round? 
— I should say so. If the neighbouring centres 
had any correspondents in Hathras naturally 
they would try and avail themselves of the lower 
rate. 

12003. This must have meant considerably less 
stringency of the money market in tho districts 
concerned, must it not? -Not less stringency. 

12004. Less cost for discount of hundis means 
less cost for marketing the raw produce. The 
money the merchant got was cheaper, and to that 
extent he would be able to pay the cultivators 
a proportionately higher price?— Tho price he 
would pay the cultivator would all depend on 
the market for the particular commodity. 

12005. For which there is competition among 
the various buyers? Yes. 

12006. If the buyers found they could negotiate 
their drafts cheaper by drawing money on Cal- 
cutta or Bombay, as the case might be, they 
would offer a proportionately higher price to 
tho cultivator in competition w'ilh others?— I 
think it would he the market rate of produce 
which would more or less govern the price they 
would offer. Any saving they might make in 
their finance would remain with them. 

12007. You think all the buyers would combine 
and say that the Imperial Bank is able to dis- 
count our hills cheaper, but we will keep up the 
rates? -If they could. 

12006. Would they he able to do that? Would 
they he able to combine when they are competing 
one with the other and employing the smartest 
brokers to get the largest quantities within their 
purchasing limits?— I should have thought they 
would be able to work the market price for the 
produce. Any saving in administration of 
finance would come to themselves. If their credit 
is better, if they are able to get a lower rate, 
naturally, of course, they would keep that. They 
would not offer more money because their credit 
was better. F » j 

12009. The Imperial Bank, I take it, would 
offer a uniform rate to all persons of a certain 
credit ? — Certainly. 

12010. They would not discriminate between 
persons ? — No. 

12011. If people commanding a certain amount 
of credit could get their bills discounted at 
1 anna 6 pies per cent, discount, it would bo the 
same for everybody of that standing ?— -Up to a 
limit. Tho larger people have larger limits, and 
the smaller people would have lower limits. 

12012. If people traded up to their limits they 
would get the benefit of the lower rate ?— Yes. 

12013. To that extent the overhead cost of dis 
counting hundis was reduced? That is so. 

12014. And then they would offer a proportion- 
ately higher rate to the cultivator, unless they 
all combined ? — The bigger house would have the 
bigger profit, and I doubt whether he would coin- 
bino with the smaller man with the smaller limit. 

12015. You do not think the lowering of the 
rate, would he reflected in the price given to the 
cultivator ? No. 

12016. You have considerable experience of dis- 
trict hanks in the IT.P.. and in the Punjab? 

I have not been in the Punjab. 

12017. Then in the TT.P. Tn your opinion, 
whether the Imperial Bank charges 1 annas, nr 
1 anna. 6 nies. the difference would not be re- 
flected i™ the p"ice in the cultivator, hut would 
he kent by the buyer as his own extra profit 
I would make that suggestion. 


12018. You make this suggestion as being 
justified by your experience of the Allahabad 
Bank? — No; justified by my knowledge of how 
general trado transactions are put through. 

12019. That a margin of } per cent, in charges 
could be retained by competing buyers in the raw 
produce markets ? — It is so much added to their 
profit. 

12020. Practically then it does not matter at all 
what rate a banker charges for discounting hundis, 
because the lower the rate the bigger is the profit 
of the middleman / — The banker’s charges would 
be infinitesimal in addition to the price of the 
prod u ct. 

12021. Blit Bmall savings in all these 
infinitesimal-looking directions w T ould amount to 
something tangible on a firm’s total purchase? — 
On the whole crop most certainly. 

12022. You said that the Imperial Bank also lent 
out money at cheaper rates in these up-country 
centres. Would you give us an approximate idea 
of what sort of rates the private hanks charge 
in this district you have in your mind ? — In the 
case I had in mind we were charging 7.J per cent, 
as a fixed rate. 

12023. All tho year round ? Oh, no. 

12024. In the season ? For tho season. 

12025. The Imperial Bank offered to lend money 
at tho hank rate ? With a minimum of 5 per cent. 

12026. At the bank rate with a minimum of 
5 per cent. ? -Yes. 

12027. You found that the Imperial Bank 
thereby attracted borrowers? — That is so. 

12028. That is your complaint. May I ask if 
the private banks in tho Punjab and U.P., in the 
sphere of the Allahabad Bank, also borrow at 
their branches t— They do. 

12029. Does the Imperial Bank also borrow at 
the same branches ? — Yes, taking deposit business. 
They take deposits at interest. 

12030. Do you offer higher rates than the 
Imperial Bank ?-- -We do. 

12031. And tho Imperial Bank gets a certain 
amount of deposit business at the lower rate?— 
Yes. 

12032. How do you explain that? — I should say 
the superior prestige of the Imperial Bank. 

12033. Is the. difference in the borrowing rate 
anything tangible, or is it just nominal ? — It is 
tangible so far as bankers arc concerned. 

12034. What would you say that it ranges 
between 1 and 1j per cent.? — I should say at 
that time nearer 1 to J per cent. 

12035. When tho Imperial Bank makes money 
available in Mofussil centres on the basis that 
merchants get it in Calcutta and other important 
centres, is there any reason, from the general 
point of view of the development of the country, 
why anybody should have a grievance? Why 
should the people in the inland districts not 
benefit by the same machinery by which people 
trading in Bombay, Calcutta, Madras and 
Karachi benefit ? -They bank merely because the 
Imperial Bank iB placed in a position in which 
they can afford these rates. 

12036. You say they can afford these rates for 
lending only because they get the halanoe free? 
— And other benefits. 

12037. Namely? — Payment for services. 

12038. Whnt do vou mean by payment for 
services? T should like to understand that?— We 
will sav the return of the Public Debt. Office. 
T'hp’-r* n»nv be n largo return for services in the 
Public Debt Office. Tlmt goes into the general 
hn^V margin. 

1^030. You mean the Imperial Bank makes a 
profit on it?- -They get. payment for the services. 
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12040. You think there may be a surplus in this. 
Supposing that was not so, do you think thore 
is anything in it at all ? Supposing the Imperial 
Bank's disbursements for the Public Debt Office 
management was about covered by the payment 
received for that purpose, do you think there 
would be anything in it?-- No, to that extent 
there would not be. 

12041. Then we will leave that. If there were 
any .margin there would be an advantage in it, 
but if there were not, there would be none. You 
do not know the figures, 1 suppose, nor do I 
know the figures accurately?- No. 

12042. Is there any other special advantage you 
have in your mind ?— I do not know whether there 
was mentioned sums of interest on free money ? 

12043. That is free deposits? — Yes. 

• 12044. That is the only advantage that the 
Imperial Bank have? — And also their prestige as 
Government bankers. 

12015. Those are the two them? — And the fact 
that they get remittances for nothing. 

12046. I propose to take the remittances part a 
little later. Those are the main advantages : 
namely, free money and their prestige? — Yes. 

12017. These you think are the only reasons 
why they are able to bring money cheaper to the 
borrower in the up-country districts? — Yes. 

12048. Do you think it is objectionable from the 
point of view of the cultivator, who may lie able 
to get better prices if his buyer can get cheaper 
finance from the Imperial Bank ? - Yes, if you 
can maintain banking competition. 

12049. What the Imperial Bank does has to bo 
followed by other banks sooner or later? -Tf they 
do not make a profit they cannot keep on hanking. 

12050. You mean the other banks may stop ? — 
Naturally, if it is not profitable. 

12051. It has not got to that yet ? -Not yet. 

12052. {Chairman.) You say there is an appre- 
hension that one or two of the other banks may 
stop; and also there is the possibility that they 
may take an inferior class of business? — Yes, 
rather than let their profits go. 

12053. (Sir Pur shut am das Thakurdas.) If it is 
not a very good class of business, that cannot last 
very long. The main thing is whether they will 
8 top carrying on their operations. I wish to ask 
whether your bank has a branch at llarpur? 
Yes. 

12054. May I take it that you know something 
about the operations of the Allahabad Bank at 
llarpur ? — Yes. 

12055. You have been established at Harpur 
for a number of years?- 1 do not know that* 
llarpur is a full office. It has been established 
as a pay office. 

12056. It may be a sub-branch ?- Auxiliary to 
the Delhi branch. 

12057. You have been there for a number of 
years ? — Yes. 

12058. The Allahabad Bank lends money there 
on wheat put in pits? — That is so. 

12059. And has had a very big turnover there ? 
In fact it was the only bank there for a number of 
years lending money on wheat put in pits ?— That 
is so. 

12060. Wheat carried over the Monsoon period, 
the slackest season in the money market? — It 
may be so. 

12081. Ts it a fact that when you started at 
Hapur the return to the bank was somewhere 
about 11 per cent., or at least more than 10 per 
cent. ?— I should say it would be about 10 per 
cent. 

12062. In the period from say May to October? 
—That is so. 


12063. Later on another private bank came in, 
and the rate was reduced to 8 per cent?- -Quito 
possible. 

12064. Since then the Imperial Bank lias come 
in, and the rate has been reduced to somewhere 
about 6 per cent., if not a little lower? Yes. 

12065. Would you call that undesirable com- 
petition ? — Yes, I certainly say it iB undesirable 
competition. 

12066. You think 10 per cent, for the slackest 
part of the money market period was a reason- 
able rate? — Seeing that we had no employment 
at llarpur the other portion of the year. 

12067. ff the rate has been reduced from 10 per 
cent, to an average of 6 per cent, or 5 per cent., 
you think that is an activity of the Imperial 
Bank which ought to be stopped ?■ — Unless they 
are placed in the same position as we are for 
borrowing money. 

12068. But a private bank was able to lend 
cheaper than you?- Quite possibly. 

12069. And that bank had not any of the advan- 
tages of the Imperial Bank ?— That is so. 

12070. Therefore, you think that no hank in 
India should be disturbed in its sphere of 
activity ? — No. 

12071. I am sorry, but I have not understood 
you correctly. There was your bank, which lent 
money at 10 per cent, during a period when the 
banks at Bombay and Calcutta would be glad of 
an investment at 3 per cent, or less. Another 
bank came in in ordinary competition, and 
reduced the rate to 8 per cent, and took a good 
slice of your business. Then the Imperial Bank 
came in. It has not been contended that the 
Imperial Bank has been lending money in that 
centre at anything less than the bank rate. All 
that the hank docs is to lend money to men who 
arc holding wheat in that area at bank rate?— 
That is so. 

12072. You call that activity of the Imperial 
Bank one which is undesirable and should not he 
encouraged? Because it cuts at the existence of 
the other banks. 

12073. Exactly. Banks which were, in the 
opinion of sonic, doing much better than they 
should have done? — Tt was paying our branch 
there; but that 10 per cent, was only a seasonal 
advance. Wc had no advances there generally. 

12074. Tt was the slackest part of the season in 
India and you made 10 per cent, then?— T admit 
that: hut we had to keep 'up the establishment and 
pay house-rent and pay the staff for the whole 
year, which had got* to come out of those profits 
for that temporary period. 

12075. But when another bank came in, that 
hank had all the charges which you have men- 
tioned, and could still lend money at 8 per cent*., 
and he happy with it? Certainly. 

12076. You call that* disturbance undesirable ?— 
No, certainly not. 

12077. Not. the disturbance caused by the 
private hank ?— Certainly not. 

12078. You said that the reduction to A for 
transfer of money, which was referred to in the 
extract read out bv the Chairman, was illusory? 
— Yes. 

12079. Why do vou call it illusory? At first it 
was A I think?— Yes. 

12080. Then the Finance Department, on repre- 
sentations I presume from other hanks, reduced it 
to A, which is a 50 per cent, reduction ? -Yes. 

12081. Why do you say that is illusory ?— On 
the total transfer the gain to the bank would not 
b« much. Tn unv ease the Imperial Bank were 
giving for big transfers between Bombay and 
Calcutta a rate which was already effected. 
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12082. A ? — Yea, for big transfers. 

12083. If the rate notified for big transfers was 
also notified ns the rate for smaller transfers, 
would not that be a great facility to the man 
handling the smaller amounts?- Certainly. 

12084. To that extent ? -To that extent. 

12085. Taking people in the districts concerned 
in the smaller amounts, it would be an advantage 
to them ? — That is so. 

12080. To a bank which was operating in 
crores it may not mean much. It would not 
want 10,000 rupees, but 10 lakhs of rupees trans- 
ferred? But the Government of India looks to 
the benefit of the larger number, that is the man 
with small means, and to him there was a tangible 
concession, was there not /—The reduction of A ? 
Yes. 

12087. And putting it within the reach of the 
smaller man ? They would be glad to get it. 

12088. There is nothing illusory about it then. 
It was a substantial gain for the man who 
handled small amounts and was to that extent 
welcomed by the commercial community especi- 
ally. In paragraph 17 you say this: “Money 
is available in India if the price is paid for it.” 
You had in your mind, if 1 understand it cor- 
rectly, that if no emergency currency was issued, 
and money rates were allowed to move on their 
own merits, hoards would eorne out, and more 
money would be available. May I ask you to 
take your inind back to the period, January to 
Juno, 1924, when the Imperial Bank Bate ruled 
between 8 and 9 per cent, for five months? Yes. 

12089. You also remember, perhaps, that during 
that period the Imperial Bank bad drawn the 
full amount of 12 crores for emergency currency. 
If that full amount of 12 crores of emergency 
currency had not been available, do not you think 
that the money market would have gone still 
higher?-- It might have operated in another way. 
It might have operated as a check to credit. 
You remember that cotton ran up to G80 a candy, 
and people would need a tremendous lot of money 
for financing the crop. If the money was not 
there to finance that rise, it is doubtful whether 
it would have happened. 

12090. I am glad you mentioned that point. 
If credit is scarce and money is high, what 
would happen is that the cultivators would have 
to sell cheaper, and there would be a consequent 
depression ? Depression in what ? ■ 

12091. Depression in prices; there would he a 
lower price to the grower? That is so. 

12092. You think that from the point of view 
of the welfare of the cultivator class the Govern- 
ment of India should adopt that policy? — I do 
not believe that in this year when the price of 
cotton went to (580 that the cultivator was getting 
680. The price, 1 think, was running at from 
540 when the. cotton came in. Later on in the 
year it rapidly rose, hut T doubt whether the 
agriculturist got more than 540. 

12003. He perhaps got the average between 510 
and 680, because the agriculturist did not market 
the whole of his crop at 680, and it is a reason- 
able assumption that the agriculturist must have 
got the average of 640 and 080 according to the 
period at which his crops were marketed ? -That 
is so. 

12094. You do not remember any artificial 
manipulation in the crop or produce mar- 
ket of that year ? -Well, I should say there 
was rather an extensive speculation in all up- 
country centres. On a rising market they all 
try to lay hands on the stock. 

12095. There was no corresponding breakdown. 
There was nothing to show that the rise was 
unnatural. That was the year when the Ameri- 
can cotton prices were ruling high. Some sellers 


might have been caught short, and so forth, but 
there was no counterpart to it shewing that 
prices were run up on speculation and when 
speculation was over the market broke?— Yes; 

1 rather think that describes it. 

12096. You agree?— Yes; that rather describes 

it. 

12097. That then really was an abnormal sea- 
son ? -Yes. 

12098. But surely the cotton market did not 
lake all the finance?— It took a great deal of the 
finance. 

12099. You think a great deal? Yes. 

12100. If it were not for that you would say that 
the price was naturally justified by other circum- 
stances? 1 should say so. 

12J01. And therefore, if there had been no emer- 
gency currency in that year, owing to lack of ' 
money, there would have been a smaller return 
to the cultivator? — Yes. There would have been 
a reduction in the price of goods. 

12102. In a normal year do you consider it 
desirable that there should he allowed a reduc- 
tion in the price of raw materials owing to high 
money rates, if such rates could he avoided by 
temporary issues of currency? -It, all depends 
what the credit is financing. If it is financing 
a surplus of stock, holding up the market 
awaiting a demand for consumption, then that 
is unhealthy. 

12103. If it was not so — if it was not what 
you said just now, it would be healthy and 
normal ?— Quite so. 

12104. Any setback would he undesirable ?-- So 
long as goods are passing rapidly into consump- 
tion it would be perfectly healthy. 

12105. Supposing that the Imperial Bank, with 
their representatives on the central hoard 
watching trade conditions, find circumstances 
not to lio what you have just mentioned, hut the 
normal ; and then finding that the currency is 
insufficient, put more in circulation, would you 
consider that to he undesirable ?- Yes; T would, 
because it ib their paper. They first pass the 
business, and then they judge upon it. 

12106. T should think they judge upon it first, 
and then decide whether to ask for an increase 
of currency?— I will put it in another way. 
They first discount the paper, and then when 
there is an emergency they judge on the means 
of dealing with that emergency. 

12107. Have you any reason to believe that the 
Imperial Bank and the Finance Department en- 
gaged in the control of currency do not carefully 
watch all that you have mentioned?--! have no 
doubt, they do. 

12108. Can you point out any instances where 
they judged wrongly and made money cheaper, 
and thereby committed an error of judgment?— 

I am not, in a position to say. 

12109. If money became very scarce and the rate 
of interest ruled very high, do you think it would 
tend to more hoarding, or do you think it would 
encourage the hoarders to come out with their 
money? What is your experience ?— I think it 
would tend to make the hoarders come out to get 
the temporary profit. 

12110. But the man who hoardB does not care for 
interest. He cares more, according to his con- 
servative ideas, for absolute safety? — He is still 
biassed by the attraction of a rate. A good rate of 
interest is certainly an attraction. 

12111. That would occur to the man who is a 
hanker or moneylender and hoards, but it would 
not matter to the layman who has hoards. He 
secs people scrambling about for money, and he 
hearR people being talked about as likely to want 
money owing to scarcity of credit, and would not 



MINUTES OF EVIDENCE. 


101 


15 March, 1020.] Mr. A. Bowie. [ Continued. 


be aay: “I am a very wise man. I have no such 
anxiety. My money is safe in my hoard.” lie 
would not take the money out of his hoard at 
that juncture? — He might risk a portion. 

12112. Although he hoards his money and 
refuses interest for it? In such circumstances, 
when a crisis threatens the financial market you 
think the man who hoards would still take out 
his hoard and say : “ 1 will risk it ” ? — Money 
does come out at a good rate. 

12113. You said at the start of your examination 
to the Chairman that the Imperial Bank was 
competing for every variety of business with 
other banks. Have you any other variety of 
business in mind barring the reduction in liundi 
rates and the rates at which they lend money in 
up-country centres ?— General lending business. 

12114. Does the Imperial Bank do any other 
banking business besides that which I have men- 
tioned ? — Yes. 

12115. Which ? — Advances on cash credits. 

12116. That is, against goods ?— That is against 
goods. 

12117. That is lending ?— landing. 

12118. Lending on something that is liquid?— 
The same as the grain transaction — the same as 
advancing on produce. 

12119. That is advancing on raw produce? — Yes. 

12120. When it is in the course of being 
marketed ? — Yes. 

12121. The Imperial Bank docs not lend on 
landed estate. They do not lend on mortgage ?— I 
think occasionally they do. 

12122. It is against the Act. It is provided in 
the Act that they cannot lend on mortgage ?— Well, 
I do not know whether they lend strictly on 
mortgages, but the primary security very often 
is a mortgage. 

12123. The Imperial Bank take a lion on property 
when they find that a party is not able to meet 
the liability? — No; they may initiate the trans- 
action where the primary security is n mortgage. 

12124. It is provided in the Act that they may 
not do so; have you any instance to show that 
there has Insen any part icular transaction of the 
nature you just described? You need not give 
names?-— I have got here a Company report which 
speaks of 21 lakhs advance made by the imperial 
Bank of India to a certain supply company on 
the security of the latter company’s own mortgage 
debentures jointly and severally with the firm’s 
guarantee. 

12125. I take it that the Hank in that report is 
the Imperial Bank and not the Bank of Bengal ? 

Yes; it is 1925. 

12126. That is an industrial concern, l suppose ? 
-Yes. 

12127. And the delientures of the company are 
a security to the bank ? Yes ; mortgage 
debentures. 

12128. What is the other field of competition ? 
Have you anything else in mind?— Well, this is 
a mortgage, and block security against credits, 
and security against stock — all banking trans- 
actions. 

12129. Emergency currency facilities have come 
on only since 1921. Before that it was not resorted 
to, and it was not even provided for ? — It was not 
provided for. 

12130. Do you think the very fact of its being 
necessary to use the emergency currency might be 
largely due to unstable exchange? - Yes; I would 
say that, those unstablo conditions of exchange 
plus that barrier between India and the internal 
money market and therefore India had to stand 
on its own feet. 


12131. The main cause of your complaint, then, 
is not anything wrong with the management of 
credit hy the imperial Hank, but something in 
the domain of exchange ? Something in the 
domain of exchange. 

12132. When that is finally decided and assumes 
the normal, this may not have to be resorted 
to ? — I hope not. 

12133. It waB not resorted to before the war 
period, and it had to be resorted to owing to 
exchange being unsettled and bankers unwilling 
to bring out money as they did not know at what, 
rate they would be able to take it back / - It was 
an artificial position. 

12134. It was an artificial remedy in an 
artificial period ? — Yes. 

12135. (Sir ltnjinuhi Mnnt.) With regard to this 
question of emergency currency, you have 
expressed the view that if the local money market 
does not suffice to meet the seasonal demands, 
then additional supplies of loanable capital must 
he attracted from money markets outside India; 
how do you contemplate that that money could lie 
brought into India? Do you contemplate actual 
imports of gold and exchanging it into Indian 
currency ? Imports of gold so long us the sterling 
remittances were not available either by banks or 
Government. 

12136. Do you consider that the Government 
should sell Council bills in excess of its own 
requirements in order to enable trade to be 
financed ? — No ; 1 think that would bo something 
outside, and bringing an artificial element into 
the balance of trade. 

12137. The balance after the Government’s 
requirements had been met would have to he pro- 
vided by imports of specie? — That is so. 

12138. That would cost money?— That is so. 

12130. Tn the same way, during the slack season 
that specie would have to he sent out of India?— 
That is so. 

12140. Would not that impose an extra annual 
cost on the trade and production of the country? 

It would. 

12141. Is not that an objection to your scheme? 
- No. It keeps tile definite guarantee that credit 
is tested and has got to he supplied from one 
market, or from another. It comes in to the 
market and competes with other claimants for 
credit and is tested according to the demand. 

12142. The point I put to you is whether it is 
not an adxantage to a country to finance its trade 
and production from its own internal credit, 
when it can do so, at a smaller cost than hy 
importing gold from abroad ? As long as there 
is no artificial element introduced to the manu- 
facture of currency. 

12113. Then you would admit the general pro- 
position, but your objection is-- ? — To the 
manufacture of currency. 

12144. To the machinery adopted ? — And also to 
using the currency as a rediscounting market. 

12145. (Sir Htnry Strakosch.) I want to deal 
with one or two points in the first portion of 
your memorandum. .You say there: ” The control 
and management of the currency should Iks ft 
function of Government.” In the course of your 
evidence you stated, if I understood you cor- 
rectly, that your main objection to the control of 
currency by an authority other than the Govern- 
ment is based upon the assumption that the 
Imperial Bank, as at present constituted, might 
he entrusted with it. I did not understand what 
your preference would lie between a real central 
hank entrusted with the sole right of note issue 
and the Government ?— Any other authority than 
the Government of India offers a lesser security. 
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12146. Even though the right of note issue is 
closely defined in its charter as far as the 
reserve to be set ugainst these note issues are 
concerned? — The reserve before it would bring 
conviction of equal security would need to be 
an enormous proportion of the issue ) the metallic 
reserve. 

12147. What proportion would you suggest?— 
To commence with, until the new notes had been 
tested under a crisis und you had seen what 
happened in a panic, and had been put through 
practical tests, 1 do not think you could hold a 
reserve below 75 per cent. 

12148. 75 per cent, of metallic cover ?— To ensure 
convertibility. 

12149. Only in those circumstances would you 
prefer the management of the currency to be 
handed over to a real central bank ? — Well, 1 am 
voicing my personal opinions and say that I, as a 
banker, should not care to put my signature to a 
note with an obligation to convert it unless I 
have an enormous reserve in metals. 

12150. Now I come to that part of your memo- 
randum which deals with the elasticity of the 
currency. You there say : " The currency ought 
to have no concern with the provision of loanable 
capital,” and further down you say : “ Currency 
should not bo asked to function as a rediscount 
market.” T take it you will agree that the 
volume of currency needed by a country varies 
according to the amount of goods and services 
to be exchanged, and that the volume of currency 
therefore must be expanded or contracted accord- 
ing to the volume of transactions taking place? 
—The volume of transactions taking place in 
goods is regulated by the demand for those 
goods coming on to the market. They do not 
come all at once on to the market. 

12161. Take what is usually called the busy 
season in India, the harvesting of crops. Then 
goods and services are exchanged much more 
freely than in the slack season ?— That is so. 

12152. For that period you would need a greater 
volume of currency, would you not?-- -Yes; or 
increased velocity of the turnover of your present 
issue of currency. 

12153. A greater velocity ?— Yes ; for instance, 
if there is speculation and it holds up goods, it 
freezes goods down at different points throughout 
the country. That means an added currency. 

12154. If you are not able to increase the 
velocity at will to correspond with this greater 
volume of exchange, what happens?— You will 
increase the velocity if you have your penal hank 
rate. The hank rate goes up and you make them 
get rid of their goods much more quickly. 

12155. T do not quite follow that. How will a 
high bank rate increase the velocity of the money ? 
— It will increase the velocity so that there will 
be no holding up of stocks at different points. 

12156. T am not speaking of that. I am speak- 
ing of the ordinary crop movement. How can 
you, by raising your bank rate, increase the 
velocity of money?— It simply means that stocks 
are cashed in much more quickly. 

12157. Is it physically possible to reap ^our 
harvest much quicker than you usually do it?— 
No ; the harvest iB reaped, then comes through the 
agencies, the local markets, and if people 
anticipate there is to be a rise in price it is held 
up. That means a big demand for currency on a 
rising market. On a falling market the cultiva- 
tor finds some difficulty in getting rid of his stuff 
all at once. He has to do it piecemeal, as no one 
wants to bold stocks, and there is a less demand 
for currency. 

12158. I am not thinking of holding up stocks. 

I am thinking of the ordinary process of har- 
vesting your crops and bringing them to market. 
Supposing no holding up takes place, do you, 


in those circumstances, require a greater amount 
of circulating media than you do in the slack 
season?— Yes; you do. 

12159. You say you do?— Yes. 

12160. Therefore a certain amount of expansion 
has to take place? —A certain amount of expan- 
sion. 

12161. You propose that that expansion should 
take place by the introduction of credits from 
abroad, or, in other words, by the introduction 
of gold which you sell to the currency office, and 
by that process you propose to increase the mone- 
tary circulation in India? — That is so. 

12162. Let us suppose a set of circumstances 
somewhat on those lines: that India happens to 
have a very bountiful harvest, and at the same 
time you have very stringent monetary condi- 
tions in other countries. IIow do you then 
propose to deal with the situation ? — A bountiful 
harvest would probably lessen the price of your 
goods. 

12163. Yes; hut those goods have to be got away 
and marketed ?— Yes; but it would bring down 
the money value. 

12164. Therefore, your remedy, in such circum- 
stances, is that prices in India will have to be 
knocked down in order to meet the uncontrollable 
conditions abroad? — Not knocked down. They 
would remain in parity with the world prices for 
the same commodity. 

12165. You would knock them down beyond 
that?— They could not bo knocked down beyond 
parity. 

12168. Have you heard the expression ” pros- 
perity crisis ” used in connection with the crisis 
in the United States in 1907?— I have. 

12167. Was not it the case then that the crisis, 
at any rate to some extent, was brought about 
by a bountiful harvest in the States, *and the 
inability, owing to the system of currency then 
established in America, to expand the currency 
sufficiently to meet the legitimate demand? Yob; 
that was so. 

12168. What was the system in America that 
brought about that state of affairs? -More or 
less an issue of currency against gold, and to a 
certain extent, against silver. 

12160. That is exactly the type of currency that 
you would like to see introduced into India, 
namely, the exclusion of hundis or true commer- 
cial bills? Yes; but 1 should suggest automatic 
control, instead of managed control. 

12170. 1 do not quite follow that? If your 
currency was only going to come out against 
gold, then you would have to find gold before 
you would get your currency. At present we 
have got an emergency arrangement for issuing 
12 lakhs of currency. That is moro or less judged 
by the chief bank, the State bank. They decide 
in a moment when that emergency currency is 
to he made available. To that extent I say the 
issue of the emergency currency is managed. 

12171. Do you know of any currency that is 
not managed in that sense ?-Not by the hank, 
which may possibly under certain circumstances 
he the chief factor in the discount market. 
They arc themselves in the discount market. I 
think all other banks are not actually engaged 
in discount. 

12172. Let me put it in another way: Can you 
tell me a single currency system in which the true 
commercial hill docs not form the basis of cur- 
rency?— I should say the English system before 
the war the Bank of England. 

12173. Because the Bank of England can only 
issue notes on the security of 100 per cent, gold 
—is that the point?— After their authorised limit. 
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12174. But is it not a fact that the currency 
in this country which expands and contracts is 
not the note but the cheque?- Of course, the use 
of cheques does save the currency. 

12175. No; it is currency, 1 put it to you?- 
It is currency, yes. 

12176. Is it not a fact that expansion and con- 
traction in this country takes place through what 
is called the cheque currency? — The cheque cur- 
rency merely helps the added velocity of the 
liquidation of debts. 

12177. Well, would you agree that it increases 
the volume of currency in the country? — Yes; it 
does away with the lag that would happen if 
there were only currency notes or gold in pay- 
ment of debts. 

12178. You do not agree that it is an addition 
to the currency? — Yes; if it did not exist more 
currency would be needed, because there would 
be a greater lag and longer time taken to pay 
off debts and notes floating before coming back 
from circulation. 

12179. Therefore you would agree, I take it, 
that the cheque currency amplifies the currency 
in the form of notes and coin ? That is so. 

12180. What is this cheque currency bused on ? 

- Oil opening credits with the bank. 

12181. On the opening of credits, and inci- 
dentally also bills of exchange? — That is so. 

12182. The most favoured form of credit instru- 
ment? — That is so. 

12183. An instrument which, if there is need 
will migrate into the Bank of England, create 
credit balances there in favour of the redis- 
counting Joint Stock Bank, and thus enable it 
to increase the amount of credit it can grant; 
hence the larger amount of cheque currency? 
That is so. 

12184. Do you now agree that in England ex- 
pansion and contraction take place on the 
security of commercial bills ? — l do. 

12185. What other system is there which does 
not base its expansion and contraction on com- 
mercial bills ? Do you know of any other 
country? — Pardon me, we are talking about the 
expansion and contraction of llie note issue, not 
currency. 1 am not aware of the cheque system 
elsewhere. 

12186. Is there any difference between a note 
which .acts as money and a cheque which acts 
as money?-- There is a considerable difference. 

12187. What is the difference ?— Cheques are not 
money. They are not generally looked upon as 
money. No one keeps them in their pocket. 

12188. But they are tho medium of exchanging 
goods? — And banks do not lay out their credit on 
the basis of tho quantity of cheques they hold. 
Banks control their credit by the amount of cash 
they hold. 

12189. I have just tried to show that the amount 
of cash held by the Joint Stock Banks at the Bank 
of England forms the basis of credit of the Joint 
Stock Banks? — Yes. 

12100. And, therefore, forms the basis of the 
volume of oheque currency ? — Of the cheque 
currency, yes. 

12101. You are probably aware of the currency 
system which was in force in America before the 
Federal Reserve Act come into being?— Yes, 
broadly, but not in detail. 

12192. You are also aware that it was mainly 
the 1907 crisis which led to a change in the 
system ?— Yes. 

12193. And that the system to-d|y is largely a 
note issue based upon gold and commercial bills ? — 
-That is so. 


12194. So that America found, after a great 
many years’ experience and a great many crises, 
that a currency which is not based on commercial 
bills is less desirable than one based on com- 
mercial bills? Of course the Federal Reserve 
system has got its advantages. It has not been 
quite proved or tested so far. There have been 
certain bank crises in America. 

12195. Since the formation of the Federal 
Reserve Bank?— Yes. In 1922 a big number of 
banks in the North-West of America went 
bankrupt. 

12196. But there wub no general suspension, such 
as you had in 1007, was there?—! believe in one 
portion of America something like 500 banks went 
bankrupt. 

12197. Taking the other great trading nations, 
on what are their currency Rystem based — France, 
Germany and Italy? It is the samo system, is 
not it? — Yes. 

12198. You would agree therefore that a system 
such aB you propose would be rather an exception 
to the general rule? — Well, wo had tho system 
more or less in operation in India before the war. 

12109. But we have had it in evidence that it 
iB a system which led to n great hardship in 
India, because of the widely fluctuating money 
rates between the slack season and the busy 
season ? — But the high seasonal rate did not add 
very much to the average yearly rate. 

12200. There was a very severe banking crisis 
in 1913 in India? — Yes. 

12201. I understand something like 63 banks had 
to close down. Did that banking crisis coincide 
with a good or a had harvest? — For the moment I 
am afraid I cannot say. 

12202. (Sir Henry Shakosvh.) I have the figures 
here which show that the year 1913-14 was a 
particularly good season. 

12203. (Sir Mnnrvkji Datlahhny.) Throughout 
your written statement you have complained 
about the competition of the Imperial Bank of 
India and the defenceless position of the indi- 
genous hanks. In answer to our Chairman you 
also stated, or rather showed tho disparity in 
circumstances between the Imperial Bank and 
the other banks, by pointing out that the Imperial 
Bank of India has paid large dividends, carried 
large sums of money to reserve and also pension 
funds. Before the Imperial Bank of India was 
formed, the three Presidency Banks were doing 
the same business. Did not tho phenomena to 
which you now refer mark the work of those 
individual hanks? In other words, those three 
Presidency Banks used to pay large dividends, 
carry large sums of money to reserve and to 
pension funds, etc., and in other directions also 
were competing with the indigenous, banks? Is 
not that the fact? That is so. 

12201. Do you think then that the amalgamation 
of the three hanks has in any 'other way 
substantially prejudiced the position of the 
indigenous banks? They have opened up competi- 
tion now' on a greater number of points. They 
aro competing at a greater number of points. 

12205. Ts not that due to the increasing trade 
and commerce in the country and to the facilities 
which have been afforded in the way of trans- 
port and in other directions? — The transport of 
specie to these points? 

12206. Yos ? — That would have helped. 

12207. Then it is the general spread of competi- 
tion of which you are now complaining?— Yes, of 
the State hank. 

12208. When the Imperial Bank of India Bill 
was before the Assembly, opinions were invited by 
the Government of India, and copies of the Bill 
were extensively circulated. Did your bank offer 
any opposition to the amalgamation scheme ? — No. 
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12200. Why did not it?-— In the discussion that 
preceded the openingof the Amalgamated Imperial 
Bank, it was generally slated that the Imperial 
Bank would open only in undeveloped districts, 
and would do pioneer work. 

12210. It has opened in undeveloped districts 
and done pioneer work in districts where there 
were no hanking facilities of any sort? — Not with 
the whole 100 new oiliccs. 

12211. In some cases? In some eases, certainly. 

12212. In some eases the branch hanks have been 
opened where other hanks already existed, but 
those are very few instances ? — No, quite a pro- 
portion. 

12213. Why was it done ? Was it that the pcoplo 
of those districts invited the imperial Bank to 
start a hank there because the facilities afforded 
by the other hanks at those places were inade- 
quate? — Naturally the people would want to get 
the hank into their centre if it meant a means of 
getting a cheaper supply of money. 

12214. Do not you think it is a serious handicap 
to the private individual and the general trader 
not to get a cheaper supply of money at an 
opportune moment ?— Provided that the supply of 
money is accumulated under economic conditions. 

12*215. But what are the uneconomic conditions 
in the present easel These are the conditions: 
that some of the other hanks, such as your hank 
and other hanks wdiich used to make large sums 
of money by way of large discounts and for hundi 
charges, have lost their business? Ts not that so? 
What is the duty of the State? Is it to secure 
to the people a comfortable, easy carrying on 
of their general business by finding a means of 
livelihood and existence for the majority, or is it 
the business of the State to support the monopoly 
of a few firms ? My point is that 1 am afraid 
of a monopoly of hanking. 

12210. You are afraid of a monopoly of 
hanking ? — Yes. 

12217. Which monopoly ? —Which will he centred 
in the Imperial Bank. 

12218. Where does the real monopoly come in? 
They lend money at the lower rates, according to 
your statement, and at a lower discount. They 
transmit money at a very small discount from 
place to place, and they afford more facilities to 
the general trader? Let me put it as a factory. 
In a hank the raw material of its business is 
money. Now the Imperial Bank is helped to get 
its money, its raw' material, under the market 
cost. Bringing a hank which is more or less sub- 
sidised into open competition with other hanks, 
establishes what I fear is a monopoly. 

12219. Is that your idea? — That is so. 

12220. Then in answer to the Chairman, you 
also stated that the imperial Bank should give a 
proportion of their balances to the other hanks? 

-I do not put it in that form. 

12221. In what form did you put it? I took 
down your words. 1 am sorry if I have made a 
mistake? -The reason that was urged for the 
establishment of the Imperial Bank, and for their 
operations, was that it formed a benefit to trade. 
Selecting one hank to hand out this benefit to 
trade was an undoubted favour granted to them. 
If the Government of India wished to benefit 
trade, some scheme should have been devised so 
that the benefit w’ould accrue to trade through the 
banks with w'hom the traders had been accustomed 
to deal. 

12222. You mean directly receiving a share of 
the balance from the Treasury, or through the 
Imperial Bank?- I do not formulate a scheme; 
but the reason given that it would benefit trade to 
give "these facilities to the Imperial Bank I do 
not think is a sufficient answer. If the Govern- 


ment wish to afford any benefit to trade, then a 
scheme ought to have been devised to give the 
same benefit through the established banks. 

12223. Through some of the banks ?— Through all 
the established banks. 

12224. You put it as an unfairness? — Well, so 
that they all could be on equal terms. 

12225. If this suggestion of yours were feasible, 
w here would you draw the line of demarcation ? 
Which banks is the Government to select? If 
they are to give a bit to 30, or 20, or 40 banks, 
how would they draw the line of demarcation ? — 
They would select the security. 

12226. The banks which could afford security?— 
Certainly the banks which could put up adequate 
security. 

12227. They would select those? — Yes. 

12228. Can you cite to me an instance of any 
country in the world which has distributed its 
Treasury balances into a number of hanks? Yes. 

12229. Which country?— In the Scottish banking 
system they distribute their balances. I think I 
am correct in saying that each hank gets the use 
of the Government funds for a year. In certain 
towns they go in rotation. 

12230. They borrow?— No. I am speaking of 
before the war, and I do not know what the 
practice is now ; but the Collector of Revenues and 
Excise of the Government used to keep accounts 
in rotation at different Scottish hanks. 

12231. I am not aware of it, hut I am obliged to 
you for this information. You have Btated in 
answer fo the Chairman that, there is no service 
rendered by the Imperial Bank greater than the 
services which other hanks render to the public. 
Do not you think that by undertaking the 
development of 100 hanks in unexplored centres, 
the bank undertook a risk of a recurring loss for 
many years in some of these centres? — Not 
through the whole hundred. 

12232. But a large number are not paying?— 
A proportion, probably. 

12233. And will not paj for a number of years, 
and those losses will he recurring. Is not that 
an adequate consideration for receiving the 
Government balances f ree ?- -There is also the 
consideration of the hope of future profits at 
these places when these branches have been de- 
veloped. A good deal of the business passed from 
other hanks. 

12234. But at present there is an element o! 
speculation in it ns far as the shareholders are 
concerned? -Pardon me; I would say it is fairly 
clear that they will make a profit. 

12235. Referring (o the control and manage- 
ment of the currency, you say that is the fune 
lion of Government and ought not to he delegated 
to the Imperial Bank of India. I presume you 
assume that large profits will he made, and that 
the profits will go to private shareholders?— Yes. 

12236. If you receive a guarantee that no profits 
will go to the shareholders and the bank will only 
charge a reasonable amount for its services, 
would you have any objection to transferring it 
to the Imperial Bank?-! think 1 would, on the 
general ground of objecting to transferring cur- 
rency notes from the Government to a new 
untried system. 

12237. You would object?— On the ground of 
transferring the present established system of 
Government currency notes which is accepted 
throughout India to an untried and new system. 

12238. You would still object? — Yes. 

12239. Have not these currency functions in 
other countries been delegated to State banks?- 
They have grown up from very small beginnings. 
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12240. Could not we make a small beginning 
with the Imperial Bank which might, in the 
fulness of time, develop into a central bank or 
State bank?— 1 have no doubt it would bo 
feasible. 

12241. Then in paragraph 5 you refer to the 
favourable position iu which the Imperial Bank 
of India is put iu not disclosing its loans to 
its directors as well as guarantors, and to part- 
ners and directors of firms and companies. You 
aro aware that these clauses in the Indian Com- 
panies Act were inserted after the crisis in 1013, 
where it was found that most of the banks had 
lent large sums of money to their directors and 
agents and companies on insufficient security ?— 

1 did not know that that was the primary reason 
for this clause. 

12242. You are not aware of it 1— Not that that 
was the primary reason. 

12243. Do not you know of the famous Punjab 
caso? It was done on account of the scandalous 
state of things which existed and which the 
Government found out in 1913? It may bo. 1 
have nothing in my knowledge to show what wore 
the reasons the Government had fur bringing 
out this statute. 

12244. Did ihe private indigenous banks pro- 
test against this and say that this clause ought 
not to be inserted? No. 

12245. Do you dislike it? -No. 

1224(5. You do not dislike this provision? No. 

12247. You approve of it?— I do. 

12248. Do not you think in the case of the 
Imperial Bank of India the very fact that the 
managing Governors are appointed by the 
Governor-General in Council and four other 
Governors are appointed on behalf of the Govern- 
ment to look alter the interests of the Govern- 
ment is an adequate provision? — I have no doubt 
it is an adequate provision. 

12249. In paragraph 15 you say: “ No definite 
benefit would accrue to the community through 
the transfer and contiol of the management of 
the currency to the Imperial Bank of India. ” 
I understand that you take up your position on 
a dual ground— both as against the Imperial 
Bank, and also that there would be no benefit 
to the community? — That is so. 

12250. Then later on you say that there would 
be a distinct loss to the banking community 
if the Government ceased to control currency. 
In what shape would the loss be? -In handing 
over the currency to the competing bank. 

12251. How would it affect the pecuniary in- 
terests of the other banks? — Well, we will suppose 
at one office, at Lucknow, let us say, there is a 
demand for 100-rupee currency notes, and the 
banks have to go to the Imperial Bank to get that 
species of note. Supposing their constituents 
want to make remittances to the districts, say, 
of Gwalior for ghi, the Imperial Bank might 
hand out 10-rupee currency notes and say : “ Wc 
have no 100-rupce notes at the moment, ” and yet 
their customers going there would be supplied 
with 100-rupco notes. 

12252. You mean they would show favour to 
their own customers in preference to the cus 
tomers of other banks?— Being a competing bank 
a situation such as that might arise. 

12253. In paragraph 17 you say: 11 The Im- 
perial Bank Bhould be regulated by the demand 
for money, or. in other words, by the supply of 
loanable banking funds in India. Artificial 
measures for controlling the hank rate should 
not be resorted to.” What artificial measures 
have you in contemplation ?— -The issue of 8 crorcs 
of currency at a bank rate of 6 per cent.— finding 
an emergency in a demand for money when the 
bank rate goes to 6 per cent. 


12251. That is what you con Lein plate ? — Yes. 
12255. You have objected to the methods em- 
ployed by the Government for supplying 
seasonal currency, and you have stated that the 
proper method should be foreign loans, and also 
getting money out of the hoards. 1 do not want 
to put too many questions on that point, as my 
friend, Sir Purshotaimlas Thakurdas has already 
questioned you on that point, but. 1 would like 
to put to you one or two questions in connection 
with it. Before the Government of India passed 
the Act enabling (he amount to he raised to 12 
cm res there were many tight times in Bombay 
and Calcutta, and periods when emergency cur- 
rency was needed. Did your indigenous hanks 
at that time get capital out from foreign coun 
tries to relieve the situation in Bombay and 
Calcutta? No; we had no access to it. 

12250. You did not do it? — We did not. 

12257. Did the money then conic out from the 
hoards at that time ? I should say yes. 

12258. What is the basis of your opinion?— A 
good deal of bazaar money dicl come out at the 
attractive rates and was placed on deposit. 

12259. Was that mom y sufficient to tide ovir 
the difficulty ? No. 

12260. Then in face of the. fact that in previous 
emergencies sufficient loanable foreign capital did 
not eomo out, and money from hoards came out 
in large quantities, was there no justification for 
this Act and for the measures adopted by the 
Government? Of course, the conditions of 
cxclmngo were such as not to make it attractive 
for money from abroad to come info India the 
exchange between India and outsido countries. 

12261. That is a circumstance which may happen 
at any time, is not it the state of exchange. ?— 
Unless the Indian currency is brought into rela- 
tion with the outside and on a common basis with 
the outside monetary currencies. 

12262. Would it he safe to leave things at that 
stale i — Provided arrangements were made for 
bringing the rupee into relation with inter- 
national currencies. 

12263. (Sir Ahnuith r J fitrrnt/.) I tlo not quite 
understand the reasons you give for your 
reluctance in approaching the Imperial Bank in 
the event of your requiring assistance. Fortun- 
ately you never required to approach the Imperial 
Bank for assistance, 1 take it? -I would not say 
“ fortunately.” It was part of our policy not, to 
do so. 

12261. As far as 1 know, it is the practice for 
hanks generally in India tor come to the Imperial 
Bank, and the advances given by the Imperial 
Bank to hanks generally at limes have reached 
about 10 crorcs of rupees. W by do you act 
differently from the other big banks in India in 
that respect? Simply for the reason that in 1913 
wc got a lesson when a rumour to our discredit 
was about that we had asked for assistance from 
the Imperial Bank. 

12265. Times have changed since then ? Yes. 

12266. I see from this publication you are 
affiliated to the P. & O. Bank? That is so. 

12267. I take it if you required assistance you 
would go to the P. k O. Bank? I prefer not to 
answer that question. 

1226H. Coming to (he question of branch hanks, 
I have figures here which show that out of some 
88 branches that were opened up to the latter 
part of last year only 12 out of those. 88 were 
opened at places where there was competition with 
the Allahabad Bank, finally of those 12, 4 of 
(hem were to take the place of the Alliance Bank 
failures, so that in fact w'e have the Imperial 
Bank only opening at 8 places where the 
Allahabad Bank has been in competition. Do you 
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consider it unreasonable, seeing they have opened 
about 100 branches, that they should have opened 
in 8 or 9 places that you are competing at?— I 
accept your figures, but I think they are rather 
larger. 

12269. I have drawn my information from the 
evidence given to us by one of the Governors of 
the Imperial Bank ? Then I will accept it, of 
course; but the Alliance Bunk olfices are rather 
a large proportion of the 12 points added to 
the points where the Imperial Bank was. Of 
those 12 points I forget how many branches there 
were alongside us before. 

12270. Is not it the case that one of the main 
purposes for which the Imperial Bank was formed 
was with a view of encouraging the banking habit 
in India? — That is so. 

12271. Wo have had it given to us in evidence 
that in the case of those 88 branches the sums 
received on deposit amounted to 8 crorcs, whereas 
the advances only amounted in those particular 
branches to 3} crores; so that we have a surplus 
of 4$ crores drawn from people at places where 
these new branches have been opened. Is not it 
a natural assumption that had ithe Imperial 
Bank not gone there that money would not havo 
been drawn in? — No; some of it was drawn from 
us. 

12272. Why should the Imperial Bank have been 
able to draw it from you ? — They are the Govern- 
ment Bankers. 

12273. I think you indicated in connection with 
your statement about Government banks that the 
major portion or a considerable portion of the 
deposits of the Imperial Bank, was money not 
borrowed at the market rates ? —A good deal of it. 

12274. According to the published returns that 
1 havo Woe -I have the annual figures in front 
of me the Imperial Bank has been in existence 
for five years, and on the 31st December the 
average Government deposits in those five years 
were only 8.J crorcs; whereas the private deposits 
in the Imperial Bank amounted to over 
70 crores on the average? — Do you happen to 
have the figures for the 3lBt March? 

12275. I have not got them here. I have only 
taken these from the published figures, and I 
am giving you the average figure at the 
3l8t December; but on the 31st March I would 
say it is much larger ? — Very much larger. 

12&76. Even allowing for its being much larger, 
there is a wide discrepancy between 8 crores and 
70 crores. l)o you •think that is sufficient to 
justify the statement in the earlier part of your 
evidence that the" major portion of the banks’ 
money was not borrowed? — I do not think so. 

12277. I think you said that in reply to the 
Chairman? May 1 have the reference to that? 

12276/ You said the major portion or a consider- 
able portion ? — Yes; considerable portion. 


12279. I think you used both wordB? — Did I use 
the word “ major ” ? Then I must have corrected 
myself. 

12280. Is not it the case now that the Imperifl 
Bank gives all the other banks the facility of 
remitting from point to point at And? — I 
believe so. 

12281. And they charge the public for the same 
privilege Ath?— Not in all cqses. 

12282. 1 think so?— No; they were charging the 
public And for remittances to Bombay before 
this rule. 

12283. Not the public, but the banks? — I think 
it wab a case of the public, but I cannot speak 
on that point. 

12284. I put it to you the practice is And 
for the banks, and Ath for the public, which 
gives the banks an advantage of And against 
the general public?--! understood that the 
remittances to Bombay wore charged And, 
generally. 

12285. (Chairman.) The reduction ib for banks 
only. 

12286. (Sir Alexander Murray .) And is for the 
banks only, and Ath for bho public. The views 
you have been expressing regarding the privileges 
of the Imperial Bank aB compared with the 
indigenous banks are views which are very largely 
held in tlndia. You are really only voicing 
opinions which are not only the opinions of the 
Allahabad Bank, but of the exchange banks and 
other banks, and of the public generally? — No; 
I think I am voicing an opinion from my own 
experience. 

12287. You are voicing their general views? — I 
more or less put these same points to the Govern- 
ment two years ago. 

12288. Are these views not coloured to some 
extent by the fact that the Imperial Bank is, in a 
rense, competing against the established banks in 
certain ways- it is a new concern competing 
against established banks? - I do not think it is 
generally thought that the Imperial Bank is a 
new bank. 

12289. In reading up these matters I find that 
when the Reserve Bank for South Africa was 
started there was a general rel uctance on the part 
o£ other banks to make use of it on the ground 
that it was competing with them. Similarly, 
when the Federal Reserve Bank was started in 
the United States there was a general reluctance 
on the part of the other commercial banks to have 
anything to do with it. Is not it likely it is the 
same feeling which exists with regard to the 
Imperial Bank? -No. You have the Imperial 
Bank coining down into the market and competing 
with you on every item of business. I do not 
know what the Federal Bank of the United States 
docs, or what the Central Bank of South Africa 
does. 

12290. (Chairman.) We are very much obliged to 
you for your very full assistance to-day. 


(The witness withdrew.) 
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Mr. M. M. S. Gubbay, C.S.L, 

12291. (Chairman: Sir Reginald Mant.) For the 
sake of our records will you give us a short ac- 
count of your connection with financial matters 
in India 1— I was Controller of Currency from 
1916 till the end of 1919. 

12292. And you were also for some time Sec- 
retary in the Finance Department -For six or 
seven months in 1920. 1 officiated previously as 

Financial Secretary, and I retired from the In- 
dian Civil Service in April, 1921. 

12293. You are now General Manager and a* 
Director of the P. & (). Banking Corporation, 
London 1 —Yes. 

12294. You have given us a note * of the points 
on which you wish to tender yourself for oral 
examination. Is that intended to be exhaustive, 
or would you be prepared to answer other ques- 
tions on the schemes which have been submitted 
to you! — 1 thought that, if it was permissible to 
travel beyond the particular points covered by 
the supplementary list of questions, it would he 
advisable to bring forward some points, in ad- 
dition to those covered by the supplementary list, 
on which I considered my evidence might he of 
some service to the Commission. 1 do not mean 
to say that these are in any way exhaustive. I 
was in a little difficulty, as I was not quite 
certain to what extent the questions originally 
circulated in India were to he regarded as super- 
seded by the list of supplementary questions 
which 1 received. On many of the questions in 
{hat supplementary list I felt 1 could not give 
anything more than a sort of general opinion; 
but 1 am perfectly willing to answer those ques- 
tions if the Commission wish to have my views 
on them. More particularly, with reference to 
the paper entitled “ Proposed scheme for a gold 
standard for India/ 1 there appeared to me to be 
certain underlying and almost fundamental is- 
sues on which, from my experience on the official 
side and since l have left the service of the 
Government of India, 1 thought I could offer 
some evidence which the Commission might regard 
as of some value. For that purpose I drew up 
what I thought would he the main issues arising 
from that paper, simply and purely as a basis 
for discussion, but by no.mfeans as suggesting 
that I was not prepared to answer other ques- 
tions. 

12295. We will begin with the note which you 
have submitted. There are several questions 
arising out of that which I should like to put to 
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you. In paragraph 2 you express the view that the 
Government authorities would probably wish to 
reduce their responsibility and their intervention 
in the management of the currency. Do you hold 
that it would be to the public advantage that, 
they should do sol To what do you attribute 
that inclination to which you refer in this para- 
graph? -I hope I may he pardoned if I say that 
1 think the service which was given to India 
by the official authorities was the cheapest and 
the most efficient service of which I can conceive. 
I hope I may be allowed, in order to illustrate 
the point l make about the cheapest service, to 
refer to an incident which occurred in the course 
of my service in India when Sir William Meyer, 
Sir James Brunyate and myself went down to 
discuss financial problems. We met the three 
Presidency Banks 1 Secretaries, as they were then, 
and Sir William afterwards came and said to me 
“ I imagine that we three put together receive 
in emoluments probably a third less than the 
three gentlemen whom we have had the pleasure 
of meeting to-day, to say nothing of any added 
amenities which attach to their important posts.” 
That was only one function of the Finance 
Department, namely, the administration of the 
currency and exchange systems. There was a 
whole heap of others. The point I wish to make 
on this question of Government intervention and 
responsibility is the almost complete inability of 
the Finaqce Department to justify their action 
publicly. This could only be done by official 
communiques, and very often, if I may be al- 
lowed to say so, the views that we were required 
to suggest were views which at the moment did 
not commend themselves to us hut which had been 
imposed upon us in some other way. The main 
thing in regard to Government inlcrvcntion in 
exchange and currency is that at some stage or 
other the personality of the authority who decides 
these things is the ultimate factor. Occasionally 
you have the personality over here. At other 
times you have the personality of some authority 
on the other side. Naturally, when it conies to 
a case of exercising judgment, somebody must 
definitely have the last word. T personally felt 
that if there could be some system introduced by 
which a Government officer, however high, should 
not have definitely to decide these matters, and 
that if things could he left as far as possible 
to be settled by a system which everybody would 
understand as working automatically under cer- 
tain conditions arising, a good deal of that 



108 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


17 March , 1920. J Mr. M. M. 8. Gubbay, C.S.I., C.I.E. 


[Continued. 


fueling which we had in the Finance Department 
would disappear. I have particularly in mind 
such questions as sales of councils and the setting 
in operation of the reverse councils. Another 
thing 1 have in mind is the question of deter- 
mining how far gold should bo encouraged to 
come to India, and how far the currency should 
ho added to hy the purchase of sterling securities. 
It is within the recollection of individual mem- 
bers of the Commission that prior to the Cham- 
berlain Commission there was a whole body of 
opinion in India which suggested that action 
was being taken, or had been taken, to prevent 
the How of gold to India in settlement of her 
favourable trade balances. That is what I had 
in mind when 1 suggested in that sentence that 
the probabilities are that the Government 
authorities themselves wish to see their inter- 
vention in exchange reduced to a minimum. As 
I say, 1 think it was the cheapest system, and 
l believe it was an eilicicut system. I am quite 
certain it was a system which was worked 
deliberately with reference to the best considera- 
tions of the country without any arriere-pensee, 
and without any reservations of any kind. 

12206. (Sir Punhotamdas Thnkurdas.) By ff the 
country ” you mean India ?— 1 do. 

12297 ( Chairman , Sir Reginald Afant.) In 
paragraph 3 of your note you observe that the 
Indian Departmental memoranda contemplate 
two radical changes in the Indian financial 
system. The first is the reduction in the status 
of the silver rupee. Are you in favour of that 
proposal cither immediately or eventually?- 1 
certainly do not in the least favour any proposal 
to discredit the silver rupee as the Indian 
financial system is now constructed. I do not 
know how long it. will take, but l think ultimately 
we must hope to see a change in the habits of the 
people (I am talking of the currency and banking 
habits of the people) which will make them realise 
that the silver rupee is nothing more than a token 
coin. At present it- is not so, and T do not see it 
possible within quite a number of years, until 
their habits have been altered, to throw any 
discredit of any kind on the silver rupee. 

1229S. Your view r , T take it, is that the currency 
note must, for a considerable time to come, remain 
convertible into metallic coin /—Yes. 

1229!). Would you say either silver or gold? -I 
should say either silver or gold at the option of 
Government in regard to gold for the time being, 
but ultimately 1 should like to see a system under 
which the rupee would be convertible into silver 
nr gold coin; and when the acceptability of the 
rupee as convertible Into gold coin is well estab- 
lished l think that the stage of passing to the 
alteration of the character of the rupee as full 
legal tender could he safely entered upon. I put, 
that in paragraph 5, and I say “ A gold coin in 
internal circulation ami commonly acceptable is 
an essential preliminary to the proposed re- 
duction of the status of the silver rupee.” I put 
in the words “ and commonly acceptable ” because 
I am quite convinced, unless conditions in India 
have changed very materially in the last five years 
since I have been away, that there arc whole areas 
in India where a gold coin would not be accept- 
able. There will bo a number of isolated areas in 
India where, while it might, he commonly 
acceptable, it would bo useless from the point of 
view of the daily requirements of the people. 

12300. It would be too large a unit?— It would 
be too large a unit because conceivably we could 
not put into circulation a coin as Rmall as one 
gold rupee. It would be a useless coin. I base 
this on the experience I had during the war, when 
we were faced with the possibility of not being 


able to issue silver rupees, in which case we should 
have then been left with nothing smaller for the 
ordinary monetary requirements of the people 
than a five rupee note, and we would then have 
been faced with the impossibility of providing tto 
country with the change required. 

12301. Going back to that lime, was there ever 
any difficulty in getting gold coins accepted? 
You refer to it being commonly acceptable. My 
recollection of that time iB that gold coins were 
readily accepted ?— I would not like to say that 
they were not readily accepted. They certainly 
were readily accepted, but the demand for their 
exchange into subsidiary coins was alwayB 
present. The gold coin was accepted, but it at 
once set up a demand -I do not say for anything 
like the full amount of gold coins thus put into 
circulation- for subsidiary coins. You had to 
back the gold coin up in Borne sort of way even 
where everybody took it without any demur. You 
had to back it up by the provision of other 
currency. 

12302. I take it your view is that there will 
always bo a considerable demand for rupees. 
They will always be required as the small current 
coin ? -Yes. 

12303. But that demand might be reduced to 
some extent by the circulation of gold coins? 
— Yes. Also I think the demand for the Bilver 
rupee might be reduced if you bad a smaller 
note -if you had a one rupee note. 

12304. I)o you think it desirable to introduce 
a gold coin into circulation in order to stimulate 
the circulation of gold as currency in India f— 
At the present moment? 

12305. At the present moment, or as a perma- 
nent policy l At the present moment I do not 
think it is possible. Ultimately I think it would 
be in itself not necessarily desirable. There 
would arise, and there is, a demand at the present 
moment, not necessarily based on economic or 
other grounds, that there should bo a gold coin, 
and I think that demand will have to be met. 

12306. Let us take one step at a time. You Buid 
at present it would not be possible. Will you 
explain on what grounds it would not be possible ? 
—Because T think the immediately present 
requirement of the Indian currency system is 
that the gold hacking in the reserves should be 
strengthened ; that there should be certain changes 
made in the character of the reserves so that gold 
would he more largely present there than it is 
nt the present moment. 

12307. You mean that all the available gold iB 
more urgently required for the reserve than for 
circulation ?— That is so. 

12308. Ts that the only reason why you say it 
would not he possible at present?— No. I think 
it is quite dear, too, that the general conditions 
outside India make it impossible to conceive of 
gold being available in sufficient quantities for 
the three purposes for which India would be 
taking gold under the conditions which you 
postulate; the ordinary normal condition being 
in payment of her balance of trade; the other 
special condition being the strengthening of the 
reserve, and the third being for the purpose of 
putting gold into circulation. 

12309. To pass on to the time when possibly 
sufficient gold may be available, would you then 
consider it desirable to introduce a gold cur- 
rency ?— Personally, I do not want to see myself 
as a user of gold coin, but I think the people 
of India do wish to see themselves as users of 
gold coin, and you have to take that into account. 
Tf it were not for that factor I should say, no; 
but I do think that one has to meet, in eurrency 
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requirements, what people want and not what 
one thinks they should have. 

12310. You do not consider it economically 
advantageous ?— Oh, no. 

12311. But you would supply it to meet the 
popular demand?— That is the whole point. As 
I'see it, the currency habit of any country is very 
analogous to the religious habits of a people. 
You cannot change their habits by saying that 
this is a wrong habit, and that therefore some 
other habit should take its place. 1 think they 
will have gradually to learn and appreciate it for 
themselves. The ono outstanding lesson which the 
war impressed upon me in regard to currency 
matters was that any change in the currency 
habits of the people of India could only come 
about slowly and spontaneously from within, and 
should not be forced upon them from without. 

12312. Holding those views, I take it you would 
not take any step such as is contemplated in the 
Finance Department’s memoranda to stimulate 
the desire for gold?— No. 

12313. You would not reduce the legal tender 
of the rupee?— Certainly not. I would not do 
anything whatever which would indicate that the 
status of the silver rupee is going to bo altered. 
If so I can conceive that a very confused state 
of affairs will arise. If there were any suggestion 
that in the course of a certain number of years 
Government definitely meant to reduce the 
character of the silver rupee from being n full 
legal tender coin, I do not quite see what would 
happen. I have attempted to visualise it bo far 
as my own particular sphere of activities is 
concerned at the present moment, and it seems to 
me that the first thing which one would do would 
be to say that one must not hold any rupees at 
all as, at some time or another, by Government 
action, or in boitjc sort of way, the rupee would 
ecaso to be useful. You would therefore just keep 
the bare modicum required for daily require 
ments. The same thing. I take it, would operate 
with other people. You would not want to be 
caught with a stock of rupees which were no 
longer full legal tender. 

12314. You mean there would be a largo return 
of rupees to the currency reserve? — 1 should think 
so. 

12315. The policy you advocate, l understand, is 
gradually to introduce gold, to let the circula- 
tion increase by natural processes, and let the 
sovereign or the gold mohur circulate with the 
rupee and be equal legal tender? — Side by side. 

12316. Would it be advisable to make the note 
convertible into either gold or silver? — 1 think 
Government, or whoever is responsible for the 
noto issue, must necessarily have to reserve the 
right of paying out gold or silver, because I do 
not fancy there will be enough gold to meet pos- 
sible demands for encashment in gold ; bill, where 
it would he possible to issue gold I Bhould like 
to see a free issue on demand by the public for 
gold coin in exchange for notes. 

12317. That is if the public wanted it? -If the 
public wanted it. We are only talking at this 
stage with reference to the internal use of gold 
for the convertibility of tho rupee internally. 
We are not discussing the convertibility of tho 
rupee into gold externally? 

# 12318. No?— Internally, T feel that you cannot 
improve on the policy which Sir William Meyer 
introduced, namely, of giving free convertibility 
of notes everywhere into coin ; and I would go 
further and say that if there was a demand for 
gold I would like to see that met as much as 
possible, consistent with the requirements of gold 
for other purposes connected with the stability 
of the currency system. 


12319. My question was whether Government 
should have the right to give gold instead of 
silver in exchange for notes, if it wished to do so. 
At present I think the note is only convertible 
into rupees /—Yes. 

12320. The question i want you to answer is 
whether you would recommend that I In* note 
should be convertible into either gold or rupees? 
— You mean a legal obligation ? 

12321. Yes? — Not quite yet. 

12322. At the option of tho Government ?— If 
you put in “ at the option of the Government, ” 
yes. At the option of the Government I would be 
prepared to go to that point. 

12323. That would leave the Government free, 
as its gold resources increased, to cash notes 
more freely in gold ?— That is right. 

12324. Now we come on to the other radical 
change to which you refer in paragraph 3 of your 
note. You say, 11 So long as the note is that of 
the Government and not of a hank, imparl ia lily 
can generally be expected from those whoso 
function it is to manage its issue.” You are 
referring there, I take it, to the possibility of the 
noto issue being made over to a hank such as the 
present Imperial Bank which conducts com- 
mercial business ? — ' That is right. 

12325. Supposing the note issue were made over 
to a true central hank, would that objection of 
your’s bold good? No, I do not think it would 
hold good to anything like the same extent. It 
probably would not bold good at all, but I had 
not conceived conditions of any other issue than 
those which were postulated in the preamble to 
the memorandum, which was that the management 
of the note issue would he in the bands of the 
Imperial Bank as at present constituted. 

12326. Quite so. That was contemplated in the 
memorandum t The first sentence says tl based on 
those assumptions.” Supposing we were, for the 
purposes of the present talk, to use tho term “ a 
bank of issue ” without defining how that bank 
of issue was to function in relation to the 
Imperial Bank, and assuming it was not a bank 
engaged in commercial functions, and supposing 
we had a note issue of such a hank of issue, the 
conditions of impartiality to which I refer in 
paragraph 6 would, l think, he expected of such 
a bank of issue. 1 ought to put in a caveat, at 
this stage that if the bank of issue was to take 
over all tho multiplicity of points at which 
notes arc to be exchanged for coin, or coin for 
notes, and all the questions connected with the 
management, of a note issue, it would require an 
enormous staff, and it would he represented 
almost at every point where Government are 
already represented. Also, wherever there is a 
Treasury under present conditions, the Imperial 
Bank is already represented at most of these 
points through its branches. The function of that 
bank of issue would bo limited at these points to 
the provision of local currency requirements. 
There would thus he a super-imposition of 
another institution on top of the Government 
offices and of existing institutions. 

12327. Do you think it would he necessary for 
a central hank of issue to have offices at. all places 
where at present there are Treasuries? I confess 
I have not worked out, in detail -becau sc it is 
quite a now suggestion to me within the last, two 
or three weeks how the hank of issue could 
operate in the lip-country centres. Tf other peoplo 
are to act as its agents if existing hanks, for 
instance, the Imperial Bank, were to act as agents 
for the supply of currency notes, then wc should 
have to look at the question in another way. Tf 
the Government currency offices are to be main- 
tained, and their character altered to the currency 

I 2 
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offices of the bank of issue, the business at those 
particular points could not possibly be remunera- 
tive to the bank of issue. 

12328. Are you referring to currency offices only, 
or to currency chests I- To chests, as well. 

12329. Because the currency offices are compara- 
tively small in number ?---The names have been 
altered, but the facilities for obtaining currency 
are still available, only under a different name. 

12330. That would require thinking out? — I only 
want to put in a caveat at this point with regard 
to a bank of issue, namely, that in its functions 
as a provider of currency at up-country centres 
that function could not be expected to bo very 
remunerative. 

12331. Probably the obligation would have to be 
undertaken in return for the privilege of issuing 
notes, which would in itself be very remunerative ? 
Yes. 

12332. You say that a bank note would require 
a larger metallic cover than a Government note ?— 
My point is that it could not rest on a smaller 
metallic basis. 1 meant that with reference to 
the suggestion which I see in what I hear you 
describe as the Finance Department memorandum. 

1 put that point in with reference to the 
suggestion that the cover for the note issue could 
be as low as 20 per cent. 

12333. On payment of a tax ? — On payment of a 
tax, and the general contemplation iB that it 
should be 30 per cent. 

12331. You consider that to be too low for 
safety ?— I think that is inadequate. 

12335. What is your view as to the possibility 
of a hank note being readily acceptable in India, 
provided there is sufficient metallic backing. 
Would it in your view circulate as freely as a 
Government note? I should have said no from 
my experience. I think it will ultimately circu- 
late, but I think at first there must be questions 
asked. 

12336. It would take a little time to establish 
it?— I think so. 

12337. Then what would be the result of that— 
a larger hoarding of metallic currency ? — I should 
have said that that would ho the probable 
consequence. 

12338. In paragraph 8 of your note you Bay that 
the admissibility as fiduciary cover for the note 
issue, whether Government or bank note, of 
internal trade bills appears to you to be question- 
able. You say that the primary objective should 
be to attract gold to the Indian currency. Is that 
the only reason why you question the policy of 
issuing notes on the security of internal trade 
bills ? No. That is not the whole of my objection. 
My objection is implied in the two sentences 
which follow. 

12339. That is with reference to the Imperial 
Bank purchasing the bills? — That is one aspect 
of it. The other aspect of it is that I never 
have seen in India a sufficiency of internal trade 
bills which 1 should like to accept as cover for a 
fiduciary issue. I do not say they do not exist 
in limited quantities, but I do not think that 
they exist in anything like the sufficiency required. 
The hulk of Indian merchant business is done on 
the basis of cash credits; that is to say, on 
running overdraft, the amount of which will vary 
from day to day, and not by the making of bills. 
Bills can bo drawn against specified quantities of 
goods when these goods are to come into a 
country or when they go out of a country, or 
when any goods have been manufactured, and 
have been purchased internally and the purchaser 
wishes to defer payment for any legitimate reason 
whatever; but financial habits in India do not 
.end themselves to the making of internal bills. 


A merchant house which is about to buy raw 
material for the purposes of export, prefers— 
and I cau quite understand it— to come to some 
arrangement with their banker on the basis that 
during a specified period they will need accommo- 
dation, say, to the extent of 20 or 30 lakhs as the 
maximum at any moment for their outstanding 
overdraft; but on Monday they may be 20 lakhs 
overdrawn ; on Tuesday they may be 15 lakhs and 
on Wednesday they may be 22 lakhs. This is 
a much cheaper form of finance from their point * 
of view. Besides I do not see how a man can * 
begin to draw his bill. Supposing that he is a 
purchaser of cotton in Bombay from somewhere in 
the Gujerat : he cannot be drawn on by the 
cultivator for the amount of cotton which he pro- 
poses to buy assuming he has settled the price. 

11 is method of operation is to send, in the crudest 
form, a sufficiency of notes or silver coin. lie 
goes round and buys what he can, here and 
there, from either the cultivator direct or through 
some intermediary. He cannot make a bill in 
that case under those conditions. That is why I 
doubt whether there is a sufficiency of those bills 
in India to justify our being able to say with 
confidence that they are available for fiduciary 
covor. 

12340. Do not you think it possible that the 
practice may change in that respect, and that 
the supply of bills may increase ?■— As yet I can- 
not quite see it. I have endeavoured to see it, 
but 1 cannot see the change yet, because you have 
not got in India a whole heap of intermediary 
links which exist in this country. You have not 
got accepting houses. You have not got the 
possibility of drawing against the goods to be 
supplied or on the purchaser of goods. 

12341. Let us pass to the alternative system 
which you recommend. You say that the primary 
objective is to direct gold into the Indian cur- 
rency. Supposing that instead of increasing the 
currency note issue against bills we were to 
force imports of gold into the country, would 
not that gold have to be sent out again in the 
slack season ? I think it is very probable. Some 
of it would. I do not say all, but some of it 
would. 

12342. What would happen to the rest. Do you 
think it would go into currency or go under- 
ground ?— I contemplate it remaining in the 
currency. 

12343. In the currency reserve? - In the cur- 
rency reserve. I can see that the reflow of funds 
back from up-country during the slack season 
would bo checked by a certain amount of the 
currency gold going back from out of India. 

12344. You recognise that the system of ex- 
panding the currency on the security of bills 
provides for automatic contraction of it again 
as the bills mature ?— That is the theory of it, 
and T can say that wo in the Finance Department 
in 1918 and 1919 were extraordinarily attracted 
by it. We saw the system referred to in America. 
We saw it working there, and if you would care 
to do the old Finance Department the honour 
of referring to the memorandum which we sent, 
and which is, I think, among the papers of the 
Babington-Smith Committee, you will find the 
joint product of the three of us who worked on 
this idea. We were very much attracted by it. 
I do not know how far this is relevant, but at 
any rate it is of interest. When it came up for 
examination in the Babington-Smith Committee, 
those on that Committee who had had practical 
experience of bill business said “ It is not by 
any means so easy but let us have a shot at it.” 
That is really what it came to. Wo put it, on 
the Babington-Smith Committee, on the basis 
that it should be against export bills, and if 
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internal bills could be connected with actual 
commodities they also should be connected; but 
we have had experience of it now practically, 
and we know quite well that whatever may be 
said about the bills, they were bills which were 
forced to be made for the purpose of providing 
cover— I do not Bay to the whole extent, but to 
a certain extent. 

12345. But the currency actually was con- 
tracted ? -Yes, tho currency was contracted, not 
because the bills had paid themselves off, but 
because there was a reflow of currency from other 
sources. 

12346. How would the currency be contracted 
if the expansion were based on imports of gold ? 
You say that only a certain amount of it would 
be re-exported ?— Yes, it would entirely depend 
on the character of the season and tho differences 
of money rates between India and elsewhere. All 
that would tend to send gold out or keep gold in. 
Last year— and Sir Norcot Warren will agree 
with me in this— there were quite long periods 
in the slack Beason when money was unlendable 
in India. If you got J per cent, or J per cent, 
for money you thought you were very lucky. 
There was no means of getting that money away. 
It might have been used elsewhere but there was 
no means of getting that money away except by 
everybody doing the same kind of exchange opera- 
tion; that is to say, of buying gold exchange 
ready and selling forward gold exchange so as 
to bring it back at a later time. The result was 
that a good deal of money there remained abso- 
lutely idle. If there had been a possibility of 
physically contracting the basis of the currency, 
and of being certain of being able to bring gob! 
back to India when money rates again changed 
in the other direction, you would have had a 
natural and automatic contraction when money 
was in surplus in Tndia, and a re-attraction of 
it to India when money was in demand. 

12347. In your last paragraph you refer to the 
different functions which the Imperial Bank 
would have to discharge if it took over the note 
issue, and you suggest that these different func- 
tions should be differentiated, and that their dis- 
charge should be effected not by one single 
institution, but by separate institutions or 
agencies. Have you thought out a scheme for 
differentiating those functions ?— In a vague sort 
of way I contemplate that you would neceRBarily 
have to have a central bank of issue. The 
problem, I think, must be segregated from the 
other problems by which the whole of these ques- 
tions are surrounded. I think we need to go into 
an investigation of the problem by itself of a 
central bank who would be charged primarily 
with the function of endeavouring, by a monetary 
rate policy, to keep exchange stable with an 
obligation to buy and to sell gold, and also with 
the duty of holding the ultimate balances of the 
country, who would not bo endeavouring to 
engage in commercial business excepting in a very 
limited and liquid way, and who would mako no 
attempt to attract deposits by the offer of interest, 
and who would, generally speaking, stand so out- 
side alt existing banking institutions (and here I 
make a point of very great importance) and bo 
outside Government that it could afford to speak 
to everybody, including the Government, with 
complete impartiality and with complete 
independence. Tts sole function would be the 
regulation of the financial system of India so far 
as it was affected by Government operations or by 
operations by other banks without any considera- 
tion at all of the effect of its decisions on matters 
extraneous to the institution of a sound system 
of banking in India. Had such a body been in 
existence at the time when Government proposed 
that there should be taken into the currency as 


cover for the fiduciary issue the internal trade 
bills of which we have lnten speaking, 1 conceive 
it would have said to Government, “ We will 
not do it; we do not believe these things exist; we 
have not found them. If wc do find them we will 
take them in.” I would like to feel that you have 
an institution out there in India which would be 
so absolutely strong and independent that it could 
take up the same attitude towards the Govern 
incut as we have known the Bank of England here 
take up, and that it could take up the same 
attitude towards banking institutions such as (he 
Bank of England takes up here, and whose whole 
business is to keep itself thoroughly and 
absolutely liquid, and who would not hesitate to 
haul over the coals any attempt at over trading, 
or over-speculation, or the growth of habits 
inimical to sound banking. 

12348. You would make this institution entirely 
independent of Government? — Yes, entirely 
independent of Government in its functions and 
in its operations. I imagine that Government 
would necessarily have to come in as a share- 
holder; because 1 conceive that the reserves of 
the Government of India- -the paper currency 
reserves and the gold standard reserve would 
probably have to go over to it, and therefore 
necessarily the Government would have to par 
ticipate in such return as these assets, which 
would l>e handed over to them, would earn. 

12349. The Government would he a large share- 
holder ? The Government would he a large 
shareholder. 


12350. Would it have no representation on the 
governing liody ? — I should like to see no repre- 
sentation as such. 

12351. The largest shareholder would he 
unrepresented ?— The largest shareholder would he 
unrepresented. 

12352. Do you think you could obtain efficient 
direction and -management in India?— I agree 
with you that that is one of the most serious 
practical difficulties. 

12353. Tf you cut off the Government from all 
participation in the direction of the hank, and 
the Government is not allowed to have anything 
to do with it?— You have put one of the serious 
practical difficulties. That is one of the many 
difficulties which, as T said, surround the ques- 
tion. Strictly speaking, there are only two 
alternatives which we can consider at the present, 
moment. One is the continuance of the present 
system under which Government manages 
exchange and currency. I can sec that we can 
limit to a large extent the exercise of judgment 
by individual officers of the Finance Department 
by making certain statutory obligations in regard 
to Home portion of the exchange system ; that is to 
say, you can give it a legal foundation. The 
other alternative is to set up a central hank, and 
if your central bank is going to be managed by 
the Government, or Government is to be repre- 
sented on it, or the Government is to have a 
large share in the direction of affairs, well, T do 
not think you are doing anything more than 
making another Government Department and 
adding to it the control of the monetary policy 
of India, which the Government at the. present 
moment does not control, though it does influence 


1354 . Then we come to this position— that the 
rency system has been managed in the past 
Government with reasonable efficiency, but that 
fould be an advantage to make it over to an 
b pendent body: Surely the Government has 
mtisfy itself before divesting itself of those 
mnsibilities, that the body to which it would 
:e them over would be competent to discharge 
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cannot gut over 2 1 think it is a very serious 
difficulty. 

12356. You see my point ?— 1 quite see your 
point. 

12356. How is Government to divest itself of 
these responsibilities unless it is assured that tho 
body that takes them over will be efficient? — 1 
do not sec how Government can guarantee that 
there will be a supply of the human material 
available now or at all times for the efficient 
management of a central bank. A risk of that 
kind is inherent in it. It is a risk which every- 
body has to face at all times in regard to any 
enterprise. Under a system where Government 
continues its present functions, Government is 
taking exactly the same kind of risk under 
the present system. It relies on the raw material 
that it lecruits, and takes the risk that there 
will he a reasonable chance of securing from its 
recruits a proportion of men who will ultimately 
be capable to assist in the discharge of these 
functions; it trains men up and so secures it- 
self. I cannot sec how yne can guarantee that 
the central bank would he able to obtain im- 
mediately and for all time the necessary material. 
1 take it that if there is a demand the supply 
will come into existence. 1 know my role here 
is to answer questions, but I would like to put 
this question : Assuming that these functions were 
transferred over to the Central Bank, and as- 
suming you had not got the need in the Govern- 
ment department for men who would put 
themselves to tho study of these questions and 
endeavour to master them as a purely official 
ambition, would you have a supply, on the 
Government side, of the necessary material? 

12357. You mean that if you have a Central 
Bank tile Finance Department would atrophy ?— 
You know yourself, Mr. Chairman, that it is 
less than fifteen years since tho office of Con- 
troller of Currency was created. Previously it 
was a function attaching to the Controller and 
Auditor-General. The differentiation took place, 
I think I am right in saying, either in 1913 or 
1914, by reason of Government realising that 
there was a whole scries of technical questions 
for which it was desirable for them to create 
a small technical department. It was an ex- 
tremely small department, and in its early days 
of recruitment it was not in any way easy to 
find suitable men. 1 can speak from that point, 
of view, because at all times in the Finance 
Department we looked round about to see whom 
we could find for the purpose of carrying on. 
Those are the same problems that are going to 
face the Central Bank. As I say, if there is a 
demand for that typo of man I take it the supply 
will conic; I do not think in the early years 
of its existence it can do without recruiting 
from within the Government department which 
has made a study of this question, because I 
think it must; but later on T should hope to 
sec it find its recruitment outside. 

1235ft. (Sir Henry Stra hatch.) With reference 
to paragraph 7 of your memorandum, you say 
that the proposal contained in the official memor- 
anda so far as the metallic proportion in the 
reserve is concerned is inadequate in your view. 
What metallic ratio would you recommend should 
bo held in the currency reserve to assure the 
external value of the rupee ? The external value ? 

12359. Well, that is its primary object, is it 
not? -A metallic reserve is held to assure the 
external value of the rupee; that is to say, its 
gold value ?— Without reference to its internal 
convertibility ? 

12360. The two go together, do they not? If 
you make your token coin convertible into gold, 


for that purpose the reserve is there, and you 
will be assuring the internal value as well as 
the external value of tho rupee?— To maintain 
tho convertibility of the rupee externally I think 
requires an entirely different method. 

12361. Lot us look at it in a different way, 
namely, to stabilise the exchange, which is In 
fact the same thing? That is an extraordinarily 
difficult question. The extent to which seasons 
in India can vary cannot bo measured in terms 
of percentages. If you have three years in which 
tho balance of trade goes against India, if you 
want to stabilise exchange on the basis of tho 
metallic proportion in the currency, I think you 
would have to have a full cover. 

12362. 100 per cent, cover ? — 100 per cent, cover. 

12363. On your note? Are you speaking of 
notes ? My paragraph was with reference to 
notes. 

12364. You would need 100 per cent, cover to 
assure the external value of the notes and the 
rupees? — If you have got to give out gold both 
for tho purpose of meeting an internal require- 
ment for converting notes into gold, and also . 

12365. You had turned down the proposal of 
the Finance Department to give India a gold 
currency and make the token money convertible 
internally into gold. I eliminate that. I am 
merely trying to get what was in your mind 
when you said that tho proposals of the Finance 
Department as regards metallic reserve are in- 
sufficient. What would you regard as sufficient? 
—I cannot coneeivo that wc can work on a basis 
of a metallic proportion to be determined by 
the possibility of having to meet all the note 
circulation being required to bo turned into gold 
for the purpose of export. 

12306. If you do not care to give a proportion, 
can you give us the minimum total amount of 
gold to bo held in the reserve? — My own feeling 
about it is that I would like to see a gold note in 
existence in India with practically a full cover. 

12367. A full cover— 100 per cent. gold. I will 
turn to another subject, namely, the commercial 
hill. You say in paragraph ft as a reason against 
having the note issue covered, to some extent, at 
any rate, by commercial bills, that the primary 
object should be to attract gold into Indian 
currency. Do you not then contemplate any 
fiduciary cover ? -I should like to see the fiduciary 
cover, if it. were possible, so reduced as to repre- 
sent a minimum quantity, and of securities which 
arc purchased off the market — not ad hoc 
securities. 

12368. Government securities? — Government 

securities for which value has, at some time or 
other, been received. 

123C9. You regard that as preferablo to the 
commercial bill?— Yes. 

12370. But you are probably aware that in none 
of the central banking systems in existence, so far 
as I know, are Government securities regarded 
as the most desirable form of fiduciary cover ? — 
Yes, I know that. 

12371. Why . should it be desirable in India 
when it is not desirable in other countries?— 
My feeling about that is the conditions are so 
different. 

12372. Your objection is, as I think you pointed 
out to the Chairman, that there are not any 
commercial bills fit to be placed as security 
behind tho notes? — There is not a sufficiency of 
them to make it worth while to provide for that. 

12373. But could you not stimulate the drawing 
of hundis in order to produce a sufficiency of that 
paper, if it is a desirable paper to have?— If the 
conditions of trading in India were each that 
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you could work ou a system of bills, and if you 
had a system of accepting houses and discount 
houses, and a money market functioning on the 
basis of three months or four months bills, then 
1 think you could work that into the currency 
system, but not directly. 

12374. But is not a Central Bank’s power to 
discount or re-discount bills fundamental to the 
establishment of a discount market? la it not a 
fact that the discount markets in all the great 
financial centres rest really upon the possibility 
of re discounting with a Central Bank f— 1 agree 
that is so. 

12375. If that is so, would not the establishment 
of a central bank, empowered to discount or 
re-discount bills of a certain character, be helpful 
to the financial organisation of the country ?— 1 
certainly contemplate that should be one of the 
functions of a Central Bank. 

12376. I take it then, in these circumstances, 
you would be in favour of an eligible commercial 
bill being put behind the notes, because that is 
the only way, 1 take it, by which re-discounting, in 
tight times, might be effected by the Central 
Bank?— Yes. The rediscounting of eligible paper 
in London does not result in an expansion of the 
note issue; it is done to such a point as it is 
regarded as safe for the Bank of England in its 
banking department to reduce its proportion. 

12377. But in this country expansion and con- 
traction take place, not in the form of notes, but 
in the form of cheques? — Yes, 1 agree that it docs 
that to a large extent, and 1 would much prefer 
to see a similar system in India. 

12378. You aUo refer to the difficulty of getting 
bills, because the purchaser of raw material will 
not know upon whom to draw. In the ordinary 
course he would draw upon the person or firm 
who buys the material from him ? — I do not 
follow that with reference to Indian conditions. 

12379. If a purchaser of raw material buys the 
stuff and sells it to a consumer or manufacturer 
in India or abroad, he would draw upon that 
firm ? — Yes. 

12380. And the bill would in that way be 
created. If ho gets the signature of his bank on 
it, he would be able to discount it at the Central 
Bank?— I would like to particularise that quos 
tion. I am not quite sure I follow it. Let us 
take the case of a firm who is buying raw jute for 
the purpose of export. How is the suggestion 
to be worked? 

12381. I take it that the purchaser sells his 
material almost immediately he has bought it?-- 
Before he buys his raw jute in one of the jute 
districts he has sold it. You propose that the bill 
he draws on his purchaser abroad should be taken 
in as cover ? 

12382. It would be discounted in the ordinary 
course? — That bill is not accepted. How could ho 
give it to the Central Bank ? 

12383. You probably know that there are ways 
and means of getting over that. There is, for 
instance the banker’s acceptance. A great deal 
of the bill business is done by getting a bank to 
accept? — Yes, but the acceptance would be out- 
side India. 

12384. Not necessarily ? — "Who would accept in 
India? 

12385. Just as any commercial bank gives a 
cash credit, it would probably be prepared to 
accept it? — The conditions of business in India 
are such that the banks finance the export trade 
bv buying these bills. You are now suggesting 
that the banks should finance by accepting on 
behalf of the purchaser over here ? 

12386. Not necessarily, if the bank accept and 
if there is a discount market, the discount market 


would buy these bills. Failing a discount market, 
probably the bank itself would ? — Primarily, these 
would bo sterling bills? 

12387. No, I am not thinking of sterling bills. 
I am thinking of domestic bills/ I do not sec 
where domestic bills are coming in under that 
scheme, because I understood your suggestion was 
this— that you have a purchaser of raw jute out- 
side India; you have a purchaser of raw jute 
inside India, and the purchaser of raw jute inside 
India wants to go and buy his jute up-country. 
At the present moment, in order to do that, as 1 
have explained, ho has an arrangement with his 
bankers that he can take out so many lakhs of 
rupees. To put it absolutely in the crudest form, 
ho converts that credit into notes or rupees, and 
he physically has thorn Bent up-country, and there 
he buys the raw jute. You say that Imcauso he 
has sold in England therefore he can draw a bill 
instead of getting the necessary notes and rupees, 
by using a cash credit. 1 suggest that that bill 
must necessarily bo drawn on somebody outside 
India. 

12388. There arc jute mills in India that are 
buying raw material. Is there any objection to 
the sellc»r drawing on the buyer in India of jute 
and discounting his bill ? — But the mill which 
buys raw jute buys jute for the purpose of manu- 
facture at its mill into goods, and for that 
purpose, who is to draw? 

12389. 1 am not speaking of the mill. The mill, 
as the buyer, owes the money and is therefore 
the debtor. The creditor has got to draw upon 
the debtor — not the other way about? — Then is it 
the up-country seller who has to draw on the mill 
agent ? 

12390. Yes. That is the ordinary course in 
which bills are drawn. The purchaser who is not 
willing to pay cash is prepared to accept the 
bill ?— I agree, but, as 1 explained to you, under 
the conditions in India the purchaser of the raw 
material goes and meets the grower or the 
producer with bags of rupees and with wads of 
notes. I have seen it. In the Central Provinces 
particularly, during the busy cotton season, 1 
have seen representatives of three or four of these 
big exporting houses setting fortli before dawn in 
order to catch the carts bringing in the cotton 
before they have come to the market, and Raying, 
“ There is your cotton ; I want to buy it; here 
are my rupees,” and the clmprassis arc !>ehind 
them with the rupees. 

12391. But there are other ways of producing 
perfectly genuine bills, namely, by drawing upon 
your bank, the hank agreeing to accept. Wliat I 
want to put to you is this. Is it not a fact that 
the great virtue of all central banking systems is 
that they are, in a sense, a pbi(*> of refuge, in case 
of an emergency, for other banks ? -I agree. 

12392. And that the only way of being able to 
liquefy their assets is by presenting bills to the 
Central Bank ? That is the accepted nrinciplo of 
a centralised system of reserves?- Yes, \ quite 
agree with you that that is the whole theory of 
it, and, as I said in answer to the Chairman, we 
were very much attracted by it ; but I say that 
the experience in India has Bhown that there is 
not in existence at the present time a sufficiency 
of that kind of bill which ought to be made cover 
for further financial facilities. Whether they 
should not come into existence or should not be 
called into existence, is another question. I 
should like to see them called into existence, and 
I say the preliminary to that is the existence of 
accepting houses And a discount market. 

12393. May I ask this? Do you think that the 
habit of drawing bills can be fostered in India ?~ 
If it is cheaper and satisfactory I think you will 
find it can be, and will be. 

I 4 
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12394. If it is cheaper, you say. Of course, 
you are aware that the discount rates in other 
countries are usually far lower than the rates 
for cash credits?- -Yes. 

12395. Would not that be an inducement to raise 
credits, not through an overdraft but through the 
drawing of bills 7 — I think that question must be 
examined with commercial men — as to which of 
those two methods would suit them from the point 
of view of efficiency and cheapness. 

12396. (Sir Mancclji JJadabhuy.) In paragraph 
3 of your memorandum, as well as in answer to 
questions of the Chairman, you laid a great deal 
of Blress on the desirability of not discrediting 
the silver rupee, and you stated that for quite 
a number of years the silver rupee must stand 
as a token coin of the country. Am 1 to under- 
stand that you entertain this view because of 
the silver rupee being a token coin and there 
being no other coin to replace it?- -Yes; 1 think 
that probably puts it. 

12397. T have correctly put your situation ? - 
Yes. 

12398. Am I to gather from that that if the 
silver rupee can be reasonably replaced by 
another coin, a gold coin which is practicable, 
you would have no objection to the issue of a 
gold coin? — Yes; if you could get the gold coin 
functioning in the same way as the silver rupee. 

12399. You would have no objection to the gold 
coin? — If you could do it. 

12400. Then you also stated in answer to the 
Chairman that it is not desirable or possible at 
present to stimulate the gold coin?— Yes. 

12401. All the gold available being more ur- 
gently required for the reserves. You know that 
large quantities of gold have been imported into 
India, particularly during the last few years. 
If facilities are given for the free coinage of 
gold coin in India hy the establishment of a 
Mint independently of Government imports, 
would you have any objection to the stimulation 
of gold currency in that way? — Does that ques- 
tion mean that gold which has gone into Tndia 
in the form of bullion should be tendered for 
coinage ? 

12402. Yes, hy the people, and that the gold 
coin would circulate. Would that meet with 
your requirements?—! do not think that is pos- 
sible. 

12403. Why ?— Because it implies that the gold 
which has gone into India has remained in the 
same unmanufactured or unused form us it came 
into India, but it has probably been broken up. 

12404. Your argument is that it is not possible 
because it remains in an unmanufactured form? 

No; I say it has been used. T Bay a good deal 
of it has gone into use in the form of ornaments. 

12405. Ornaments in private homes?- -It has 
been broken up. The big bars have been broken 
up, and the small bars have been still further 
broken up. 

12406. But if the people find that it pays them 
to withdraw it from the hoards and unearth the 
bullion and bring it back to coinage, have you 
any objection to tho free coinage of gold cur 
rency? -I think you might have then an enormous 
redundancy of coinage. 

12407. You are afraid of a redundancy of cur- 
rency?- -You are bound to get that. You would 
have an enormous amount. If you felt that 
there would be a largo return of all thiB gold 
now in use as ornaments if they were to be 
stripped off the persons wearing them now and 
turned into coin, there must be a very big re- 
dundancy. 


12408. But your objection, as I understood you 
in answer to the Chairman, or your opposition 
to the gold currency was due to the fact that 
all available gold ought to go to the Government 
reserve ?— Yes. 

12409. And nothing would be available, all 
going into the Government reserve, for coinage 
into gold currency ?— Yes. 

12410. My argument is that if people choose to 
bring out their gold and put it into current 
gold coins, or sell it for the purpose of 
being manufactured into gold coins, the con- 
tention which you have now raised has not 
tho same value with regard to the gold cur- 
rency to-day, independently of the Government 
reserve?— I am only pointing out to you the 
dangers of what would happen. There is a 
danger that there would be a tremendous amount 
of circulation. The circulation would be very 
vastly increased because your idea is that you 
want to convert an inert circulation into an 
active circulation. I do not say that it is a 
wrong thing or a right thing, but l say you have 
to consider it on that point. 

12411. Redundancy of currency ?— I think I 
have envisaged that possibility. 

12412. The people will not bring out their gold 
bullion unless it pays. They will not do it for 
fun. They will only do it if it is remunerative, 
and then, in the circumslaticcs I have put, it is 
not likely to interfere with the gold reserves of 
the Government ? — It would not interfere with the 
gold reserves of the Government, T agree; but 
it would mean a very large addition to the cir- 
culation if your premises are right, that the 
people would be tempted to do so. 

12413. Unless it causes a plethora, is it desirable 
that there should he a large gold currency in 
India? I must confess it is such a new sugges- 
tion to me that the Government should allow the 
Mint to mint coins in return for gold bullion in 
tho country tendered for conversion into coins, 
that I should like to think it over. I had never 
contemplated that that was a possibility. It does 
not affect the argument that I have made about 
the gold going into circulation. Your suggestion 
is that the people should he allowed to convert 
what they have now got as inert gold? 

12414. What they import hereafter ?- That is 
another question. 

12415. That is what I mean - what they import 7 
—If you propose that any gold that they can 
further import into this country should be turned 
into gold coin, then I think you impinge on my 
suggestion, because T want to see the gold held 
in reserve. 

12416. You have no objection, then? — I should 
feel that there was a great deal to be said against 
it. 

12417. For imports? -Yes. 

12418. Because, in your opinion, that would 
conflict with the Government reserves? — Yes. 

12419. And Government purchases? — Yes. 

12420. Is that your view?- -It would conflict 
with the fact that l would like to see the gold in 
reserve not going into circulation except quietly 
and slowly at the option of Government. 

12421. That is quite true, but there is this 
private competition in the matter of purchases of 
gold with tho Government now going on. How. 
will that affect the situation? — I do not follow 
you. 

12422. People import gold on their own 
account ?— Yes. 
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12423. There is no prohibition and no statutory 
restriction at present on the import of gold into 
the country for private use?— No. 

12424. If they choose to do that and tender that 
to the Mint for the purpose of coinage into gold 
currency, wKat objection is there to it?— Then 
my point about that is that the gold would not 
then 1 ms brought into the country for the purposes 
of going into the reserve as a hacking to the 
notes. 

12426. That is your contention ? -Yes. 

] 2426. (Chairman.) It might help to clear up 
the point if I called your attention to the report 
of tne Babington-Smith Committee of which you 
were a member ? — Yes. 

12427. In paragraph 67 the report says: “ In 
order that gold currency may be available when 
required, it is important to provide facilities in 
India for the conversion of gold bullion into legal 
tender coin ” ? Yes. 

12428. (Chairman.) They suggest the opening of 
a gold mint. 

12429. (iSir J fattrckji Dwhibhoy.) I knew that, 
but I wanted Mr. Gubbay's independent views on 
the subject. You are not opposed to a gold cur- 
rency, but you have stated that any change must 
come about slowly, and should not be forced upon 
the people?— That is right. 

12430. How will you bring about the desired 
gold currency if you do not take some sort of 
action ? You want ultimately, as 1 understood 
you, that the gold currency should come into 
vogue. How would it come about? As I under- 
stood from your answer to the Chairman, your 
contention was that the gold coin and the silver 
rupee for a number of years must continue to 
exist pari passu ? — That is right: and I also said 
in answer to the Chairman that I would like to 
see the note convertible into gold or silver at the 
option of the Government. That is the method 
whereby 1 would suggest it. 

12431. Taking the first part of it, how will you 
now effectuate the desired gold currency in some 
years unless you take some initiative now? The 
primary thing I want to see at the present 
moment is gold going into India into the reserves 
so that the currency shall have a larger gold hack- 
ing than there is at present. 1 do not like the 
existence in the currency of that balancing figure 
which we call the ad hoc. Government securities. 
I think a stage will certainly be reached, if the 
seasons are favourable, when we should feel that 
we have got a sufficiency of gold to begin this 
question of circulation of gold in exchange for 
notes, or issue of gold in exchange for notes. 
That is a step which T have in mind. It. is no 
very great departure from what there has been in 
the past. Tt is simply a slow hut definite applica- 
tion of methods which we used to adopt before. 
There is nothing spectacular or radical about it. 
In the present condition of affairs I do not like 
—I cannot explain why very logically— that figure 
of some 49 crores of securities which represent a 
figure to cover the deficit !>etwccn what I rail 
assets in currency and what are not assets. 

12432. Till that has actually been replaced by 
gold you would wait? -Yes. I also feel at the 
present moment there is a possibility of suggest- 
ing that there is in Indian currency a certain 
redundancy, and that the circulation is probably 
a little bit too large. I cannot definitely say to 
what extent, but I think the 00 crores of silver 
will probably be gradually absorbed in the course 
of the next eight or ten years. I should like to 
see the presence of larger assets, of other assets 
other than the silver ones in the paper currency. 
We havo got in it now a fair proportion of 
sterling securities which are assets, and we have 
also got a certain amount of gold, but we have 
still got that 49 crores, which is what I call the 


balancing figure. I would like to seo gold come 
in until that figure can ho reduced. I should 
even like to suggest that it would be a good thing 
if it were possiblo to contract the currency so as 
to bring that 49 crores down to something more 
reasonable. The currency system under which 1 
was brought up was one in which there were, I 
think, 12 crores of Government securities. I 
think I am right in saying that they represented 
securities bought off the market, representing 
assets of value. We have gone beyond that under 
stress of the war and other conditions subsequent 
to the war, and we have now got this gap. In 
other words, you can say that if you were to put 
it in the form of a balance sheet, that represents 
goodwill, and you want to write off your good- 
will. 

12433. In other words, it comes to this: that 
your opposition is not really to gold currency, 
but to the way in which it is proposed to bo 
done?- I have never said that T had any opposition 
to gold coin if the people of Tndia demand it. 
T think they have a right to demand what they 
want, and T think they have a right to see that 
they get what they want. All I object to in this 
scheme which 1 have seen here is that it is 
suggested in order to introduce a gold currency 
there should he a call on the gold reserve else- 
where, not for a fruitful purpose, but for a 
purpose which will bo achieved in time, and 
which can he achieved without dislocation at all 
of other people’s arrangements. I think it is 
probably questionable whether one would meet 
with anything blit hostility, so to speak, to the 
proposal that there should be borrowings or 
credits which are physically to be removed in gold 
and to he ultimately liquidated by selling silver. 
I do not see any point in that scheme, which 
appears to me to have no attractions at all from 
anybody’s point of view — neither from the Indian 
point of view nor from the point of view of the 
outside world. T think there is no question that, 
such credits as India possesses at the present 
moment, in the international world could he 
liquidated into gold, and nobody would say that 
you had no right to liquidate them and ship the 
gold to Tndia. But when anybody comes forward 
and says to the rest of the world : “ Now we have 
a scheme whereby wc want to slaughter Bonie large 
quantity, some unknown and indeterminate quan- 
tity of silver— why? liecausc wc want to go on to 
goid, and wc want you to assist us to do it; what 
are your terms?” well, T imagine those concerned 
would simply say: “Wo are very sorry, but our 
terms are such that it must cost you a very, 
fabulous amount.” I have never opposed the 
suggestion that we should look to putting gold 
into circulation in Tndia. Tt has been the con- 
sistent policy of the old Finance Department to 
give what people require, and to attempt to give 
gold if gold is required; hut not to force it. and 
not to endeavour to do it at the expense of other 
people's arrangements. 

12434. Other people’s arrangements will not he 
affected inasmuch as the scheme is for a gradual 
dislodgmcnt of the silver in ten years' time? 
Yes: but the dislodgmcnt of the silver is to he 
preceded by an arrangement if I have under- 
stood it correctly whereby notice is given, or will 
he implied in any scheme, that all the silver that. 
India took is to lie replaced by gold. I Ray if 
I am a holder in India of silver or rupees, or 
hoards of silver rupees, if, for instance, I were 
an Indian prince, who has silver in his hoards, 
what is my natural action under such conditions ? 
I should say at some time or other, in ten years 
silver rupees will he no longer legal tender, and 
I must necessarily protect myself. 

12435. Quito bo?— The first result might be that 
you would have an extraordinary stringency of 
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currency and a famine of currency, because 
everybody would simply throw back all their 
rupees, if my anticipation is correct, and say: 

“ Wo do not want any rupees. We will take the 
minimum amount that we need.” 

J 2436. Then I he Government have to fall back 
upon the 60 crores in the currency reserve? I 
do not know about that 90 crores of the currency 
reserve, because, as l suggested to you, some of 
it might be redundant for the moment. 

12137. You do not think that will be sufficient? 

I do not know. T am not prepared to give a 
definite opinion as to what would happen if it 
were generally known throughout the country- 
sides of India that the silver was going to cease 
to be of legal tender at some stage or other. 1 
can conceive that it might shock them absolutely 
into the most desperate methods to protect them- 
selves. 

1243S. But some quantity of silver coin will 
alwaj r s be required for internal circulation? -I 
say that you would probably have at one stage 
a famine of currency, followed by very special 
remedies to meet that famine of currency. Until 
adjustment had taken place in’ the people's minds 
as to what they could afford to lose in the way 
of silver, the first impulse would be to say : 

“ Well, let me get i id of my silver.” 

12439. Those are your apprehensions. You also 
stated in answer to the Phairrnan that you would 
like the issue of gold coin to be made as far as 
possible at the option of the Government, but 
not as a legal obligation; and you would also 
like to see sovereigns and gold coins circulated 
side by side with the rupee. TTow is this pos- 
sible? Will you sketch out a scheme by which the 
Government could issue gold for rupees at their 
option?— Yes, I can give you a very rough out- 
line. Where gold coin is known to he a coin 
which is acceptable, we might begin by putting 
the gold into circulation there. T would not 
think, for instance, of attempting to put gold 
coin into circulation in parts of Tndia which 
are known not. to use gold, and cannot he ex- 
pected to use gold for instance, in the Hill 
districts and also in the Jute districts in Bengal, 
and possibly in other parts where silver has a 
more rapid acceptance for some reason or other 
than gold. Tn the Punjab and in Gujcrat, and 
in parts of Northern India, where gold has been 
readily acceptable, T should begin to put the 
coins out there. You could not, definitely mark 
out on the map particular sections, but you would 
have experience of the past? to go by. There T 
would endeavour to meet the requirements, and 
to instruct those who are in charge of the func- 
tion of giving metallic currency out in return 
for gold, to meet the demand for gold, if n 
demand set up for it. 

12440. Tn addition to mapping out circles, 
would you also limit the quantity? No, T would 
not do any limitation in quantity, in the defi- 
nite sense of saying that, there shall he no more 
than a certain amount of issue; but T would say 
to the extent that you could on a particular 
day meet all requirements, vou should meet them 
and then proceed tn replenish yourself from 
where you can get it.. Just as here in the old 
days, if you went to cash a cheque for £20, you 
would he asked whether you wanted it in notes 
or in gold. 

12141. Would you also go a step further and 
give the Government an ontion of giving sove- 
reigns for gold bullion?— You are coming hack 
to the same point that yon made before. 

12442. Yes? — Tf ultimately when vou have got 
your reserves strong enough you feel that you 
could suitably then say that you would like to 


receive gold in exchange for gold bullion, and 
give gold coins out at the Mint in exchange for 
it, I should be prepared to see that; but I do not 
regal'd that at the present moment as a prac- 
tical possibility. 

12443. Just a few questions about the Central 
Bank. In answer to the Chairman, you have 
given a picture of the Central Bank that you 
would like to Roe exist, and to which all duties 
would be entrusted, and which would be in a 
position to work very independently and perform 
its functions freely in the sole interests of the 
banking business. It is an ideal with which 1 
quite agree, hut you will admit that it ib not 
possible in India for many years to attain this 
ideal? Yes, 1 think it is going to be a very 
slow growth. 

12444. What year did you leave the service ?- 
I left in 1920. 

12445. As I understand, you also h;.ul some share 
in the framing of the Imperial Bank Act? -Yes. 

12446. This bank has been in existence for the 
last five years?— Yes. 

12447. And so far has performed its duties 
very satisfactorily. I am not aware of any 
serious complaints being made by any bank, or 
any other body of people, that it- has not carried 
on its work very satisfactorily ? — Well, I do not 
want to raise these questions unless you arc 
going to lead me to them; but I would like at 
this Rtage, if you would allow me to do so/ just 
to say this. I say it with very great deference, 
and I hope there will be no misunderstanding 
in what I am saying at this stage. Sir Norcot 
Warren will hear me out in what I am saying 
as regards the origin of the Imperial Bank, 
because it was he and his two colleagues, who 
are now dead, who met me at lunch one day 
during the war, and T was commissioned by 
Government to put certain facts before them 
which had come to our knowledge. T Baid to Sir 
Norcot Warren, to Sir Robert Aitken and to 
►Sir Bernard Hunter that the time appeared to 
mo to have come when it was necessary to con- 
solidate their interests, so that, there should he 
no attack on them possible after the war. At 
that time we did not quite know what the future 
was going to be in regard to the Imperial Bank. 
We just necessarily had to work experimentally. 
T remember very distinctly, and I think Sir 
Norcot Warren will hear me out, that one of the 
possibilities I had in mind when this was created 
was, that the Finance Department of the Govern- 
ment of India should he strengthened by being 
able to say, in regard to any suggestions on 
questions of banking or finance or exchange or 
currency from outside, that they had the defi- 
nitely expressed view not of different institutions, 
but of one institution which had the control and 
regulation of the financial arrangements in Tn- 
dia. I said to them : It is bound to occur that 
the Governor and the Managing Governors of 
the Imperial Bank will have to stand up to the 
Government, if they think that the Government 
are taking steps which they regard as likely to 
endanger, or to be inimical to the general re- 
quirements of the country. I say of that function 
of the Imperial Bank, I have seen no evidence 
whatever that it has been or is being discharged. 
That is the only thing I can say with all 
deference, . as one of those who conceived 
the Imperial Bank, that it has not discharged 
that function. 

1244ft, The Imnerial Bank has not discharged it? 
—No, because I feel very strongly that on this 
question of the hundig the Imperial Bank should 
have said to the Government : u This is not a right 
and correct policy.” 
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12449. Were opportunities given to the Imperial 
Bank? — I am not criticising it. 

12450. Can you tell mo whether such oppor- 
tunities did come and the Imperial Bank did not 
use them ? - No, I cannot say that. 

12451. I was leading you up to this. A state 
of absolute perfection is not possible in India for 
years to come, in securing the existence of a 
Central Bank in India; it is not possible, be- 
cause there are not many private hanks in India 
yet, and there is not a network of banks; and 
unless there is a network of banks, such a scheme 
is not possible: but have you any objection to 
entrusting the issue, or working of the note issue 
to the Imperial Bank, as the agent of Govern- 
ment?- -I should expect, if the Imperial Bank was 
going to function according to the conception 
which I had of it when I helped to bring it into 
existence, to find the Governors and Managing 
Governors reply to the Government on this ques- 
tion thus: “ Wo will not do this business, because 
it is not right that you should expect us to do it. 
It is not right from the point of view of Tndia 
as a whole, and from the point of view of the 
financial interests of the country, that we who arc 
engaged in branch hanking, as a bank of deposit, 
as a custodian of Government balances, should 
take on all these commitments which you are 
throwing on us.” 

12452. Do you think the proper performance of 
its other duties is in serious conflict with the 
obligation of carrying out the note issue ? — I 
spent four years in which every day was devoted to 
just one portion of the many duties which you have 
in mind. My business was the management of the 
currency. I found that did tax me quite 
sufficiently, and I think that nobody will say 
that my capacity for work was below that of an 
average man. You asked mo that quite frankly, 
and I tell you quite frankly. I say it is beyond 
the functions of any one man, or any two men, to 
discharge efficiently what you are endeavouring 
to put on them. That is on the human Bide. May 
I go on ? 

12453. Certainly? -But as a matter of principle 
I think the commitments which arc to he taken in 
this direction, namely, the management of the 
paper currency, and also of the remittance 
operations of the Government of Tndia, and also 
of the commitment which is implied in the last 
Bentone© in (f): "The hank to undertake to keep 
the Secretary of State supplied with funds tjn 
meet the sterling charges of Government,” are 
Ruoh as, in your responsibility to your share 
holders, you should not undertake them. That is 
from the point of view of your shareholders. 
From the point of view of the whole banking 
system in India, I feel there is the gravest danger 
of insecurity, by heaping all functions of this 
kind on one* institution. 

12454. I am assuming now that, this proposed 
transfer will also involve taking up bodily the 
whole of the establishment of the Currency 
Department, and that being controlled by and 
placed under the Managing Governors of the 
Imperial Bank. How will that humanly, as you 
say, affect the proper execution of those duties?— 
Well, I do not think any Managing Governor of 
the Imperial Bank would take that additional dutv 
on without the gravest hesitation. The risk would 
be too great. One or other of them would have 
to devote himself entirely to these duties and no 
others, or he would have to let the work be done 
in such a way that he could not justify particular 
actions or particular policy, because he would not 
have had the time or opportunity to look into it. 
That is my feeling about that. 

12455. I know your views on the subject, and I 
will ask you one or two questions in connection 


with this aspect of it. Assuming that the manage- 
ment of the Currency Department is transferred 
to the Imperial Bank as regurds the note issue, 1 
would like to have your advice in the matter ~ 
especially as you have been long connected, anil 
very creditably connected, with the Finance 
Department whether you would think that this 
note issue should be in the name of the Govern 
ment of Tndia or in the name of the hank, and if 
it is issued in the name of the hank, whether the 
credit of the Government would suffer in any 
way? — We have assumed for the purposes of your 
question that it has been decided that the 
Imperial Bank is going to assume responsibility 
for the management of the note issue? 

12456. Yes?-- You are not quite certain in your 
mind whether you wish to make them responsible 
for the convertibility of the note issue? 

12457. No?— Is that a question? 

12458. Before it comes to convertibility. In 
that case, if the notes are not to be inconvertible, 
and the responsibility for the convertibility of 
the note issue is to rest with anybody else than 
the Imperial Bank, then it can only he a Govern- 
ment of Tndia note. If you propose that the 
Imperial Bank should take on the responsibility 
of converting these notes on demand, then they 
must be Imperial Bank bank-notes. I do not 
see any alternative. You cannot both cat your 
cake and have it. That is what I feel. I am 
not a shareholder of the Imperial Bank, but 
from the point of view' of the shareholders of 
the Imperial Bank, T would say: “ Are you going 
to assume responsibility for keeping the note 
issue convertible?” T do not know what Sir 
Norcot Warren would say. T remember quite 
well at the time, when w*c had difficulties nml 
did not know what was going to happen, that 
he had a feeling of satisfaction that the res- 
ponsibility rested on somebody else. That, is why 
I say the Managing Governors of the Imperial 
Bank would have to think twice before they 
accept such a liability. 

12459. Finally, am I right- in concluding that 
your angle of vision in matters of currency and 
finance and exchange and hanking has been con 
siderably modified or broadened since you left 
the Government service ? - That is a difficult ques- 
tion for ine to answer, if I have understood that 
aright. 

12460. (Sir MnnrcTcji Jhiffahhay.) I will leave 
it there. 

12461. (Sir Tfajrndranath Monlrrjrr.) Tn para- 
graph 5 of your memorandum you serin to express 
a doubt whether a full valued gold coin will he 
generally acceptable in India. Why do you make 
this statement? Do you know of any other coun- 
try where a full-valued gold coin haB not been 
accepted? -Well, T only put that- in in order to 
protect myself, because in some places in India 
when I tried to bring in the gold coin at the time 
when rupees were insufficient T simply found 
that the gold coin, as I answered the Chairman, 
w’as not so popular. 

12462. We had gold coins in circulation in 
several parts of India and also in reserves? -But 
there arc other portions of India. 

12463. But we hail the gold coins in circulation 
and these were alwrays accepted? -My point was, 
that if a gold coin was issued, it at once set. up 
a demand for its being converted into silver coin 
of some kind. There are places in India where 
my experience suggested that it would not he 
generally acceptable. 

12464. Does it matter if it would not be used 
generally?- T think it depends on the localities. 
As T have just explained in answer to Sir 
Maneckji, there are parts of India where a gold 
coin is more readily acceptable than in other 
parts. 
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12165. It has been Btated by many witnesses 
that silver hoards are a troublesome factor in the 
introduction of gold currency ?— Yes. 

12166. You said in your evidence before the 
Bab ingt on- »Sni ith Committee that many of the 
large silver hoards in the Indian States were 
exchanged for gold by the Government? -1 do not 
follow that question. 

12467. You said that from April to June, 1918, 
the device of exchanging the gold holdings of the 
Government for silver hoards in the possession 
of the Indian Chiefs and Princes was resorted 
to to u large extent ? I said that. 

12468. Can you say to what extent it was done ? 
Can you give me any idea of the quantity? No, 
I do not know that. 

12469. You cannot give us any figure?— I can- 
not get any figure at all. 1 never could. During 
the war, when I was desperately short of silver, 
we endeavoured, and did succeed in many cases 
in getting the silver rupee. 

12470. But silver hoards were converted to a 
large extent ? — It is very curious how it worked. 
I remember in one particular case the obligation 
of re-converting them into silver was maintained 
by the particular Indian Prince to whom we went. 
He said : “ Well, 1 am very glad to let you have 
it. I will take gold; but please remember if I 
prefer to have it back in silver 1 must have it.” 

12471. Your estimate of the holdings of hoards 
of silver was that it was more in the States than 
among the people? I think so. 

12472. You cannot say to what extent ? -I 
cannot say at all. I should say you would get 
some estimate in some sort of way from those 
banks which arc situated in the States. I do not 
know whether the Imperial Bank's Branch at 
llyderadad could give you any evidence, or any 
indication of the amount of silver which was held 
in Hyderabad; hut I always conceived that it 
was very large. 

1 a I7:i. It has also been brought to our notice that 
if a lot of silver were thrown on the market by 
India it will lie an ungracious act on India’s 
part inasmuch as the United States helped us 
with silver, by the Pittman Act, when India was 
badly wanting silver ?-- -The proposition amounts 
to this ; that a good portion of the silver that we 
bought, from America should be replanted back 
on them. 

12474. You were asked by the Babingt.on Smith 
Committee whether it would be true to say that 
“ America, failing assistance (in regard to export 
of goods from India), was obliged to come to 
terms with us over silver in order to get rupee 
credits in India." You replied Yes, so that 
it would seem that there is no moral obligation 
on India to help America, because they helped 
us in 1918 with silver? — The position during the 
war was this. After America came in on the side 
of the Allies, she was a big buyer of war com- 
modities, and she had to have credits opened in 
Tndia. We used that argument to point out to 
them that we wero simply exchanging commodities 
for their holding of silver; hut I think I am right 
in saying that the authorities in Washington 
demanded- I think it is among the papers of the 
Babing ton -Smith Committee -a statement by the 
responsible officer in charge of t,he Currency 
Department as to his apprehensions in the event 
of the note issue being inconvertible, before they 
would part with any silver. T know I was called 
upon over a week-end by the Finance Department 
definitely to set out a reasoned statement which 
Lord Reading, who was then in Washington, and 
Sir James Brunyate said was required by the 


authorities at Washington to go out as a signed 
statement from the Government of India’s Con- 
troller of Currency. They did not want any addi- 
tion to it. They just wanted his definite state- 
ment that silver was necessary to prevent the note 
issue from being inconvertible; and it is among 
Ihc papers you will find with the Hahington- 
Smifch Committee’s Report. 

12475. In one of your answers before the 1919 
Committee you said “ We owe it to the people of 
India to try and give them some means of 
escaping from the present domination of silver." 
That was your statement, in J919. What is your 
objection, or what is your view now on this point ? 
—I havo no objection, and I still maintain that 
view. The whole evidence I have given is for the 
purpose of carrying that out— that ultimately they 
would no longer be under the influence of that 
factor. 

12476. If you want India to escape from the 
present domination of silver, that means gold 
currency?— I say ultimately we must get on to 
something like gold currency. I have not wavered 
from that. 

12477. (Sir Afr.ra tufer Murray,) Yon have 
already been exhaustively examined on the ques- 
tion of the Central Bank. Am 1 right in assum- 
ing that while your ideal for India would bo a 
Central Bank, under present conditions you do 
not. think that the time is ripe for the Central 
Bank?— 1 suggest as regards the Central Bank 
that the problem should be segregated from the 
other problems which are being considered by the 
Commission, and that you should suggest that a 
Central Bank is a desirable thing in itself, but 
that the question needs local investigation and 
thorough sifting before you can set it up. 

12478. In plain words you do not think tho 
time is ripe nor the conditions suitable for the 
institution of a Central Bank? I do not think 
that the time is ripe until decisions on other ques- 
tions are taken. My point is that our knowledge 
is limited— our knowledge of how it should be 
actually Iran slated in to practice is by no means com- 
plete. There are thesekindsof questions to consider : 
the capital of the bank, the extent to which other 
hanks should lx*, required, or should be given an 
opportunity to take a share in it, the means 
whereby the bank should employ its funds, the 
delimitation of its functions as between the 
Imperial Bank and itself, and a whole heap of 
similar questions the liquidity of the invest- 
ments in which it should employ its funds and 
similar matters. There arc a whole number of 
these things which cannot be exactly answered 
straight off and they must, I consider, be 
thoroughly sifted before you can say that you can 
bring the hank into existence. If you had all 
those questions answered and you wero satisfied 
that they could bo answered, and you also had 
your personnel in existence, and the functions of 
the bank vis-a-vis, the Government also were 
drawn up, I think you would put it in force the 
moment you settled your other questions because 
the primary function of a Central Bank would he 
undoubtedly to buy and sell gold for the purpose 
of maintaining exchange. 

12479. Tf the Commission formed the opinion 
that further inquiry was necessary, would you be 
satisfied that the conditions should remain as they 
aro now so far as the Imperial Bank is con- 
cerned? So far as I can see if you set up a 
Central Bank some change in the character of the 
Imperial Bank will follow necessarily. 

12480. And if we do not set up a Central Bank ? 
—If we do not set up the Imperial Bank you 
must continue with the Government doing those 
functions of the Central Bank which it now dis* 
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charges, ami the Imperial Bunk would continue 
doing its functions so far as it does discharge 
them without the addition of the management of 
the note issue, and without any liability for the 
provision of the sterling requirements of the 
Secretary of State. Other questions which will 
arise will be how the remittances of the Govern- 
ment of India should be effected, whether as at 
present, or whether under some modified system. 

12481. What are your own views on that point? 
—My own particular views on the question of the 
remittance operations of the Government of India 
are that I do not like the present ByBtcm of 
purchases of sterling in India, not because 1 
object to sterling being purchased in India as 
such, but because I think the Government require- 
ments should be put up to competitive tender. 

I have been rather worried, well, not worried, 
but concerned, to know how the allocation of 
such purchases of sterling in Calcutta— I am not 
talking as between Calcutta and Bombay, but in 
Calcutta itself— is distributed among the different 
banks. So far as I can make out the decision 
under the present system lies in the hands of the 
brokers. 

12482. Can you substantiate that in any way?— 
Yes, I can substantiate it in so far as I have 
heard it from my own people out there. It is 
dependent upoii the broker bringing you what the 
Imperial Bank wants to purchase. 

124811. Is it not general knowledge when the 
Imperial Bank is a buyer on behalf of the Govern- 
ment of India? I think it is general knowledge 
that the Imperial Bank has been a buyer 1 mean 
the time between when he is a prospective buyer 
and the time that he has bought is a matter of 
seconds or of minutes. 

12484. Have you any particular instance in 
view where a particular bank has complained? 
— I am making no complaint. 1 am not using 
my appearance, here before you for the purpose 
of bringing out any particular domestic question, 
but I am quite willing to answer on this point. 

I have not come here for that purpose but I 
only wanted to puL before you what my experi 
ence is after four or five years on this side of 
the business. This is one aspect of it. There has 
been a new system introduced in India, namely, 
the purchase of sterling and 1 have found that 
there are these difficulties and I have always 
wondered how they were got over. It so hap- 
pened that my Calcutta manager was over here 
laBt season and I asked him: “How do you 
get your sales of sterling to the Imperial Bank?” 
He said: “Well, sometimes I can do it direct, 
hut I do not think it is a good thing for me 
to do because it offends the broker and I might 
not get it on another occasion.” 

12485. That is the whole explanation of the 
broker being employed by the seller ? - -Yes. My 
point is, as it seems to me— I am telling it to you 
quite honestly- that the decision is in the hands 
of the broker. You know quite well in your 
own business experience that a broker can hring 
you business and need not bring you business. 

12480. That is very likely true if you wish to 
employ a broker ? If you do not employ a broker 
and you alienate him he does not bring you other 
business. 

12487. That is true?— Therefore the decision is 
dependent on which side the broker thinks his 
bread is buttered. 

12488. As a matter of fact you can do your 
business with the bank direct without employing 
a broker at all?— Yes, but on another occasion 
when the bank is employing a broker you may 
not get the business and you will not get other 
business if you leave the broker out. This is 


only a particular application of a general pro- 
position. The general proposition, to my mind, 
is that the requirements of the Government should 
be put up to tender competitively, and I feel 
that you must not exclude Loudon at all because 
I think there is a big rupee market here which 
has been growing for Rome time. It is a central 
market, and it is the best thing where there is 
a central market to be in it and not to be outside 
it. Also there is quite a demand for rupees in 
Now York and New York functions mostly 
through London - not directly out there in India, 
but through London and that demand cannot 
he brought into play under the present system 
because New York is not directly represented in 
India and, therefore, that particular form of 
competition is denied to the Government under 
this system. 

12489. While we arc on the question of Govern 
inent remittances will you deal with the question 
of reverse councils? Reverse councils there is no 
question about. Reverse councils must lie done 
over there. 

12190. Would you be in favour in future of 
making the contraction of the currency a statu- 
tory obligation? Yes, I would like to see that 
done very much. A great deal »*f our difficulties 
in the past which T referred to at an earlier part 
of my evidence would disappear. 

12191. You would not accept the statement, we 
have heard from a previous witness that the 
extent of possible contraction at any given period 
of strain would ho determined not so much by the 
strength of the sterling reserves as by the capacity 
of trade and business to stand the strain?- No, 
you cannot go through a period of purging 
without some amount of discomfort whether it is 
physical nr in matters of currency. The unfortu- 
nate thing is that this discomfort, in the past, 
when it did arise, used to be attributed particu- 
larly to the operations of one or more individual 
officials. If you put it on the basis of statutory 
prescription, the dose will be taken and com- 
plaints as to the discomfort will he limited or 
will he accepted as inevitable. 

12492. You would make it absolute ? I would 
like to see it absolute. 

12499. You would have nothing in the system 
as it may be devised in the future correspond- 
ing to the suspension of the Bank Act here ? No. 
Emergency measures must he decided upon and 
taken at the moments of emergency. One of tho 
most salutary lessons which I ever received from 
my old chief was when 1 asked him to get pre- 
pared a bill whereby I should be relieved from 
my liability to meet notes. He declined to do it. 
He declined even to sec it put on the stocks. Tie 
said : “ T can get it done in six hours if the need 
is there, but you arc not going to get me to make 
any of my preparations in advance because this 
will disarm you and take away some of your 
confidence in yourself.” It was a very salutary 
lesson to all of us. 

12494. Reverting to 1920, do yon think it would 
have been possible if we had a statutory obligation 
in existence then to have contracted the currency 
to the extent of the full value of reverse councils? 
- No, because tho Government of India then was 
financially not capable of meeting its own obliga 
tions on its Budget. 

12195. I appreciate it was difficult,, but it left, its 
gold standard reserve untouched at that particu- 
lar time? It did. 

12490. Why?— Well the decision with regard to 
that point was taken in June or July, 1920. I 
think the answer to that was that some of us did 
not dare to face the trouble that we were told was 
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going to arise -particularly in Bombay by a high 
bank rate. I think it was 0 per cent, at that time, 
was not it? That was the long and short of it. 

12497. As a matter of fact when those reverse 
councils were being dealt with in 1920 there was 
not a contraction of the currency ? There could 
not have been because as fast as we contracted 
there were maturing a whole host of Treasury 
Bills. Looking back to the report of the 
Bahington Smith Committee I very distinctly 
remember a conversation which took place between 
Sir Charles Addis and myself, lie said, when we 
were discussing this question of how it was that 
everything had gone wrong, that none of us— and 
he wag quite right there — had taken into account 
that there were maturities of Treasury Bills which 
at once made it impossible for the Government to 
make any effective reduction in the circulation. If 
the Government's financial position at the present 
moment were not so strong I think you might 
have to consider a similar difficulty. Remember 
that wc had then in the hands of the public, 1 
think, 100 crores of Indian Treasury Bills, all of 
which could mature just exactly with the same 
effect as would he felt here if all those who held 
British Treasury Hills in London were for any 
particular reason forced or desired to convert 
them when they matured at the rate of, say, 
.£5,000,000 a day into cash at- the Bank of England 
and took the cash out in gold. Within 30 days 
they would probably wipe out all the gold now 
held here. 

12498. We have had it in evidence that it was 
fear of the consequences on trade and commerce 
generally that prevented the Government from con- 
tracting the currency in 1920? Well, personally 
my recollection to-day is— and I have to talk of 
Ihings six years ago that wc considered it very 
carefully and the decision taken by those who had 
to take the decision was that they were not pre- 
pared to see the high bank rules which would 
necessarily be brought about by contraction of the 
circulation. 

12199. In connection with the question of 
emergency currency, you differentiate between the 
currency issued against the jute, cotton and wheat 
purchases and the normal expansion of the 
currency that, is always going on ? Do not you 
think it advisable to do something that would 
really create a discountable hill market?— Yes; 
hut do not let us call it “emergency issue." 

12500. Let us call it seasonal? An emergency 
issue is an emergency issue; that is to say, when 
an emergency has arisen threatening the country 
as a whole. 

12501. T used the wrong word. Let us call it the 
seasonal demand that brings on a demand for 
currency in India, particularly for cotton, for 
jute, for wheat and for rice purposes ? -Yes. 

12502. As you know, the Imperial Bank and the 
Government of India in particular months have 
to send 20 crores or more up country for cotton. 
A little later they have to send up another 20 
crores for jute, and sometimes more than that. 
Later on they have to send 10 crores to Burmah to 
finance that crop. In view of your long experience 
in the Currency Department, and since then as 
a banker, can you suggest any means whereby self 
liquidating bills could be created against that 
particular business? —I have thought about it, 
and the more I think about it the fewer I find 
of self liquidating bills in India, and I do not sco 
how to create them. I do not like the idea of an 
expansion of the currency to meet any other 
requirements than a real emergency. That is one 
point I should like to make. 


12503. May I put it to you in this way? You 
told us that at certain periods of the year money 
in India is un loanable because we cannot even 
get a half per cent, from the bank, and at other 
times it is unborrowable, and practically we can- 
not get it without paying 8 per (rent, or 9 per cent. 
In view of that do not you think it iB desirable 
that we should try and find some means of meeting 
this seasonal demand? -! suggest that the only 
way to meet that is that you should attract fundB 
into India. I admit that it docs not Bolve the 
whole problem because you can take me on to the 
next point that we might then get bank funds in 
India which are not convertible into the particu- 
lar form of currency which people need. One of 
the difficulties, at the present moment, in getting 
funds into India is the uncertainty as to the rate 
at which you can bring them back. If you have 
to rely entirely on an exchange operation both 
ways, naturally you have to pay in the rate for 
the advantage of being able to employ your funds 
out there, so that does not help very much. I do 
not believe the trouble would be so great if you 
can get funds out there in the form of gold and 
we have the gold points fixed. Then you would 
get much greater elasticity in the matter of funds 
going out to and coming hack from India. 

12504. T agree that you can get the funds out to 
India, and I agree that the banks have special 
facilities for bringing out money, and it is their 
business to bring it out and utilise it to the best 
possible advantage. But in the particular con- 
ditions of Indian trade, where you have at, one 
moment money non-luanable even at half per cent., 
and at the next moment you are paying 0 per 
cent, or 7 por cent, for the use of money, do you 
not think it is a pity having money brought out. 
and money sent out again? No; I think it is a 
natural thing. 

12505. You do not differentiate hetween Indian 
conditions and other conditions?— I recognise the 
peculiar difficulties of sending money up-country 
to bring goods down, and that a particular form 
of currency is required for this purpose, hut. I do 
not believe in any other methods than of bringing 
funds into India to create the necessary internal 
credit. 

12500. Therefore you are definitely against the 
creation of a system of self liquidating bills 
against the seasonal requirements with regard to 
cotton, jute, and wheat?— I thought it could be 
possible to do so, as we thought on the Babington- 
Smith Committee, by a system of allowing export 
bills to be taken in as cover. Although I think 
it is less objectionable, it probably is not practic- 
able, nr it is only practicable to a limited extent. 
We have had a curious position in India which 
both you. Sir Alexander, and others on the Com- 
mission will he able to hear me out in, which is 
that at times when we have had a very strong 
demand for rupee exchange there w r as not the 
same repercussion in the money market. There 
was a demand for exchange rather than a demand 
for funds. A large amount of the sales of sterling 
to the Imperial Bank did not coincide with a time 
at which money was stringent in the sense that 
you had very high rates, hut simply there was a 
very strong demand for exchange just as a cover- 
ing operation. There was no freedom in tho 
exchange because of the uncertainty. Probably 
this would disappear when you have got a more 
stabilised system. The point I want to make 
clear is this. It is rather counter to what we 
used in the Finance Department to observe— the 
rise in tho rupee exchange has always been 
coincident with a rise in the value of money. We 
used formerly to see, while money was tight, a 
rise in exchange ; and we used to say : " Exchange 
is rising, and therefore money is tight, and is 
going to be tight," but I have not found that 
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bo much of latter years. T find a demand for 
exchange, but not necessarily high money rales for 
temporary money - for call money, or weekly 
money, or monthly money. 

12507. (Mr, Preston.) You say in Section 8: 

“ The primary objective should bo to attract 
gold into Indian currency, under whatever system 
it is to be operated.” You also have been good 
enough to express your opinions on the gold 
standard system which the Government of India 
has submitted to you, and you have told us that 
it did not appeal to you? Yes. 

12508. I would like just to suggest a simple 
and automatic system of a gold standard leading 
to gold currency for the purpose of seeing 
whether it would meet with your approval. The 
first postulate would be unrestricted import of 
gold at the upper gold point, and unrestricted 
export of gold at lower gold point or equivalent 
gold funds. Would that meet with your 
approval ? — Is that to be statutory ? 

12509. Statutory?---! should like to see a statu- 
tory obligation on those lines. 

12510. Absolutely statutory on both sides of the 
book? -You would have to provide in any statu 
tory provision on the subject that there should be 
an option to provide gold exchange or actual gold 
in exchange for Indian legal tender. 

12511. At a time of weak exchange if the bank 
applied for what we call Reverse Councils, they 
would naturally take gold funds — wc would not 
want to take the actual gold? Yes; I think that 
is quite a suitable arrangement. 

12512. Then No. 2; that Council hills which 
form a very important and rather particular 
section of our Indian currency system — a peculiar 
portion of our Indian currency system — should 
only be sold to the actual extent of Government 
requirements? On that point I should like to 
enlarge a little. I do not know whether it is 
possible in any way now, by reason of the many 
changes which have come over the administration 
in India and the administration here, but I 
would like to suggest, that possibly sueh of the 
contracts as are let in this country by the 
authorities for supplies going out. to India on 
Government account should he quoted for in rupee 
currency so as to eliminate the extent to which 
Government need intervene in the exchange. T 
feel that if the Government could definitely give 
a definite figure in theiv Budget for their charges 
on account of the service of their sterling debt 
which is capable, I ttake it, of being carefully 
or accurately estimated, and also on account of 
their pensionary and leave commitments which, T 
suppose, are also capable of some kind of 
estimate; supposing then we could get a definite 
figure in the Budget for those, and the Govern- 
ment did not exceed that figure, then the rest, of 
the requirements of exchange at a time when the 
rupee is in demand Bhould bo met, as you suggest, 
by the flow of gold out there. 

12513. Then No. 3 is: “ Legal tender of rupees 
not to be disturbed”? Well, I have already in- 
dicated that I do not view at all with any favour 
the disturbance of the rupee. 

12514. Then if Council hills are only sold to 
tho actual requirements of the Government the 
position would be this. Having an unrestricted 
inflow of gold for all currency requirements above 
and beyond after the Council hill requirements 
have been met, they would he obtained through 
tho paper currency reserve, thus providing a 
steady annual inflow of gold into India. Would 
that meet with your approval ? — That would meet 
with my approval. I quite agree with that, but 
at the same time, as I say, you should have a 
statutory obligation for Reverse Councils. I 
should be quite content then because we should 


be providing lor the currency to be contracted 
as well as for the currency 1o be expanded. 

12515. In either case, it must be absolutely 
statutory ? — Yes. 

12516. No question of any departure from un- 
restricted or unlimited import or export? I 
quite agree. 

12517. Perhaps the next, point is gelling on to a 
matter which, so far as this morning is concerned, 
we have not yet touched upon. In any gold 
scheme, naturally, we have to arrive sometime 
at a parity at which we. are going Lo place our 
gold coin. As soon as the new parity has been 
decided upon the value, of the gold and the 
stealing securities in the paper currency reserve 
to be written up to the same new parity and 
a sufficient amount of securities from the gob! 
standard rcseive to be transferred to the paper 
currency reserve to wipe out the present ad hue 
securities. Would you kindly favour us with 
your views on that suggestion? Well, 1 have 
already indicated to the Chairman, and in answer 
to other questions, that 1 do not like that 
balancing figure of ad hoc securities. If you re- 
gard the gold standard reserve as a part of tho 
paper currency reserve as we used to regard it 
regularly for the purposes of seeing what re- 
serves we had, it does not make very much 
difference whether you do actually transfer tho 
gold standard reserve securities to wipe out the 
ad hoc securities. The point that I make, is this - 
that the composition of the paper currency 
reserve must be in real assets. I do not, like 
tho ad hoc securities because they are not. real 
assets. They are. of no use to anybody at any 
time. At a time of emergency you cannot sell 
those thiiigs, and you cannot do anything with 
them. I know that I aui very old fashioned on 
these matters, but as I said in answer lo Sir 
Henry, I would like to see a good, solid, almost 
full, metallic backing, or at any rate, full assets 
for your note issue. 1 do not. regard I lie ad hoc 
securities as assets. T take it the ad hoc repre- 
sent really, so to speak, the remains or the drhri* 
which have not yet been quite cleared away from 
the Rtorni of 1920 onwards. 

12518. Then if there is any balance remaining 
in the gold standard reserve that could be con- 
verted gradually into gold, and shipped to India? 

-Well, T would like to see that, purely from the 
sentimental point of view. I do not think it. is 
absolutely essential, but I think from the senti 
mental point of view, as indicative that there 
has been a definite understanding that the gold 
which India has is passing within her confines 
and will be under her own eyes, it will have a 
very solid effect, and would be, an earnest that 
the problem is being bandied from the point, of 
view of the feelings that found expression in 
times gone by on the questions of India’s gold 
reserves. To the more educated and more intelli- 
gent minds it does not make any difference, hut. 
it has a considerable efTect in that way. 

12519. The next postulate 1 have to state, is 
this: that the full liability of establishing gold 
currency must, not be. undertaken before a fund 
of, say, 100 millions had been accumulated by 
these annual accumulations. What would be 
your views on that? -Well, I do not know that 
I can say the liability should he taken at 100 
millions, or at any other point. T would rather 
leave it in a more indefinite form, and say at 
some later stage or other that, issuo of gold coin 
could definitely be assumed as a legal liability 
by Government. But for the moment, as I said 
in answer to the Chairman, I am only envisaging 
the problems of the immediate future. There I 
think it must be a case of the option of con- 
verting notes into silver or gold, the option to 
convert into gold being left to the Government. 
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if when you have 100 millions you think we can 
assume lull liability for a gold coin circulation 
I should bo very ready to see the liability taken. 
Lb might be reached before that stage if the hoped- 
for development in banking made it possible, it 
may not be reached by that stage, and you may 
have to wait till later. 

12520. The next postulate is (and this is in 
connection with our present stock of rupees in 
India) to stop all further coining of rupees. 
Would you agree with that? -1 take it no one 
would coin rupees if they have 00 crores. 

12521. Having in view the large stock of rupees 
at present in the Currency -Office, in addition to 
what is held by the Imperial Hank, the exchange 
banks, the indigenous banks, tHe shroffs, the 
money lenders, and bazaars and others, and the 
considerable amount in the aggregate which must 
be presumed to be held in the custody of many 
thousands of industrial concerns operating in 
India, and thousands of shopkeepers and 00 per 
cent, of the population of India whose daily tran- 
sactions must of necessity be by means of rupee 
transactions, assuming even a liberal amount of 
rupees in circulation there is no necessity what- 
ever to contemplate the sale of any portion of 
the Governments present stocks which ought 
really to be looked upon as a necessary reserve 
for not too far distant requirements. Would that 
meet with your approval ?— I have already 
answered that. L said 1 never wanted to see sil- 
ver sold. 1 have also suggested that there may 
be a certain redundancy in circulation, but I hope 
that the stock of rupees will go into absorption 
gradually. I would not care to see any of them 
sold because 1 do not believe that wo could do 
without them at some later stage. If you sell 
them you would probably have * to buy 
them back. If you did sell them, I 
think, you would only sell a portion of 
your stock of rupees at tho present moment if 
you thought your circulation was redundant. 1 
would not sell them for the purpose of replacing 
them with gold. I would only sell them because 
for the moment you thought you had enough cir- 
culation in existence. If you have not then keep 
them. If you have a redundant circulation then 
you would sell them. 1 do not know whether 
price levels in India are balanced on the present 
amount of circulation. It is a question I cannot 
answer. Rut I do not feel that there is any 
reason for the wholesale selling of rupees. 

12522. In pre-war days we used to look upon 
a stock of rupees of 20 crores as being about our 
minimum Working Reserve, did wc not? Yes. 

1-2523. Assuming that the value of India’s over- 
seas trade is now' 100 per cent, more than it was 
in pre-war times would it be unreasonable to 
assume then that we now look upon 40 crores as 
being a minimum working balance? Ye# Of 
course you have to recollect also that the note 
habit has grown greatly and the cheque habit is 
growing greatly. All those are new factors. I 
know we used to make an assumption of what we 
thought was required for the purpose of having 
enough silver in hand to meet requirements. 1 
do not know that \ should he entirely guided 
by i he principles of our past estimates, because 
I .should have to weight them by reason of the 
change in the habits of the people and that, 
weighting factor would necessarily have to ho 
altered regularly according to the developments 
of the banking habit. Naturally you would not 
expect people in India to go on wanting rupees 
on the Buine scale as in the past. Personally, 
now you are on this question, Tmay say I very 
much regret the disappearance of the one rupee 
note because it seemed to me that was undoubtedly 
a help towards people understanding what the 


cheque was going to be. The ordinary Indian 
in the country-side cannot work a cheque book— 
he cannot do it, and what, wo gave him in the 
form of a one-rupee note was really a cheque 
book. 

12524. If we were to accept 40 crores as the 
minimum, and taking our stocks in India at 
about 75 crores, and if wo accept an annual 
absorption of from seven to nine crores, and 

seven crores would be a low one 7— Well, I boo 

that the annual absorption in the last eleven years 
has been nine crores. Mr. Denning’s report says* 
that the absorption lias been at that rate. 

12525. The bullion left with us in our present 
hoards would only provide barely for five years’ 
consumption ?— Yes. I think on that basis it is 
quite ho. 

12526. As prudent people you would not recom- 
mend to us any action such as had been suggested, 
to sell any portion of our present stock of rupees 
in the Currency Department? I would not sell 
any portion of our present stock of rupees, unless 
we have definite evidence that there is redund- 
ancy, and on that 1 say 1 cannot find any 
evidence so far. 

12527. There are two or three matters on ques- 
tions of detail which I want to put to you as 
they form part of the whole concrete scheme. It 
is suggested that Council hills should he sold by 
public tender in India, alternatively in Hombay 
and Calcutta, and also a portion in London. 
Would that meet with your approval? As long 
as it is a competitive tender 1 should like to see 
it distributed between the two places. I still 
believe that London iR a better place for it, but 
if you do sell them in India at a competitive 
tender it muse necessarily be at one point. 

1252S. Then another is that the sale of Council $ 
Bills by tender might be undertaken by the Im- 
perial Bank as agents for the Government? — You 
mean in the same way as the Bank of England 
tender here for Councils. 

12521). Yes?- I think it is essential that some- 
body should do that. T would like to make 
another point with regard to the sale out there 
of the Councils. The Bank of Kngland always 
make very certain that the India Office receives 
sterling before any instructions are sent out there 
to pay out rupees. I do not know how this is 
clone under the present system. l)o they part 
with rupees before sterling is received? 

12530. (Chairman.) We are told that the rupees 
are given out before the sterling is received. 

12531. (Sir Purshotnwdas Thahurdaa.) Mr. 
Kisch made a point of it? — I thought it must 
he so. 1 cannot see how it can be done otherwise 
except by another system of telegrams- - u Tele- 
graph on receipt of so much sterling*” I do not 
know whether that is done, but I know the Bank 
of England here were very particular and it 
was a cleared and accepted cheque or a cheque 
by the purchasing bank on its account with the 
Bank of England alone which>thcy would accept, 
not a cheque which had got to go through to be 
cleared. It had to be cleared before they would 
isRue the instructions hero. 

12532. (Chairman.) We have been told that 
rupees are given out there before the sterling is 
received here and that it is therefore necessary 
to exercise discrimination? — It is not a system 
which commends itself to me. 

12533. (Mr. Preston.) The last point waB that 
all notes in future should be retained as Govern* 
ment of India notes?— -I have given you my 
answer. 

12534. You have already expressed your opinion 
about that ?— Yes. 
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12535. (Professor Coyajrr.) I presume that your 
approval of gold currency is not based on the 
mere fact of a public demand for it in India, 
but on the potentiality of substantial advantages 
lo India from it?-- Quite frankly 1 do not think 
it makes any difference. 1 may be utterly wrong, 
but quite frankly I am only advocating it be 
cause of its convenience. * 

12530. I am only putting to you one or two 
arguments which have been advanced. It has 
lieen argued that with the introduction of gold 
currency our currency system will be more 
automatic and elastic. Do you think there arc 
any potentialities in that ?— Not from the point 
of view of gold in internal circulation. It can 
help. It certainly cannot make it less elastic 
or less automatic, but T do not look to it to give 
us any very great assistance. It will be an added 
support if we had a gold coinage in circulation 
to the maintenance of the rupee in external value, 
but 1 do not look to this so much for the support 
of the rupee in its external value. 

12537. Then it has also been argued that the 
investment of hoards would he facilitated because 
the public confidence would be secured and the 
people will say: “ Well, let us invest because we 
can get back the gold whenever we want it since 
it is in circulation ” ? — That is such an enormous 
question that I do not feel you can stop at that 
point. I think that gold comes into India be- 
cause of a long, long tradition, and 1 doubt very 
much whether profit is the consideration in deter- 
mining whether they will hold value in the form 
of gold, or in some other form. 

12538. (Sir Pur shot anvi as T haiku rtf as.) In para- 
graph 2 of your statement you say that in your 
opinion “ Tne Government authorities themselves 
wish to see reduced to a minimum their rospon' 
nihility and their intervention. ” By “ the 

* Government authorities” do you mean the Govern- 
ment of India? Well, I have no right to speak 
about any other although I was temporarily lent 
to the Tndia Office— I am only giving you the 
atmosphere in which we worked. 

12539. When you use those words you had in 
mind the Government of Tndia? Yes. 

12540. What about the India Office- the 
Secretary of State? Do you also include him in 
“ the Government authorities”? — 1 do not think I 
have any right to give any opinion on that. I 
should say fhat they too would also like to feel 
that these interminable discussions which used to 
pass between themselves and ourselves were done 
away with and removed. 

12541. It would then, I take it, he a surprise to 
you if you heard at any si age that the Secretary 
of State was not of that opinion, and that lie 
liked to keep up the right of interference in these 
matters in his own hands? — T do not know how to 
answer that question because Secretaries of State 
change. 

12542. I ain talking of the office, not the 
Secretary of State for the time being? —The 
policy may also be affected by- individual 
Secretaries of State. There is no question about 
it that we used to be engaged in long and inter- 
minable theoretical discussions. I do not say that 
they have not got. their use. T do not know 
whether the Secretary of State or the India Office 
feel that they want to have a power of official 
decision still in their hands. T should he sur- 
prised to find that they would like to gee it 
continued on the present system, but I may be 
entirely wrong. 

12543. You would consider it most desirable 
then that this should go out of the hands not 
only of the authorities in India, but. also of the 
authorities in London? — T would like to see it 
automatic. 


12544. In the boat interests of everybody con- 
cerned? — Well, I do not know' that 1 can put it 
in the best interests, but it is the case that the 
exercise of judgment on such matters by three or 
four particular men at that end, or three or four 
at this end is not really a Government function. 

12545. Therefore, it would ho in the best 
interests of India. Do you think there could be 
any reasonable objection from the point of view 
of interference with the statutory powers of the 
Secretary of State in this connection ? -Now you 
arc taking me on a constitutional question, are 
you not? I do not know the exact constitution 
now, but I have ft recollection that certain ques 
tions like currency and exchange were reserved 
to the Secretary of State. Is not that so? 

1254G. Yes? — But I have never looked at it from 
that point of view. 1 do not. know what the 
political implications arc, or the tion-financial 
implications are. T have only looked at, it, as I 
always do look at these questions, purely from 
the point of view of working a system. 

12547. You, therefore, feel that from that point 
of view it would be most desirable? Yes. 

12548. Tn paragraph 5 I think there is an 
omission in the copy that we have been supplied 
with, in the last sentence: “ It will be only when 
the necessary conditions of general acceptability 
of such coin as an internal circulating medium ” 
and there iH something omitted, “ that the stage 
of demonetizing the silver rupee could he safely 
entered upon.” ?— That is as I have it: “ It will 
be only when the necessary conditions of general 
acceptability of such a coin as an internal circti 
biting medium are established.” 

12549. Your hesitation in demonetizing the 
silver rupee only lasts for that period?— That, is 
right. 

12550. You would like, as you said in reply to 
Sir Bajendanath Mookerjee, to see the domination 
of silver in the Indian currency system disappear 
as sOon as possible? T would like to see the silver 
rupee go out of use. 

12551. Or be substituted by gold coin f— So that 
when it has got in disuse you can register the fact 
of it ceasing to he in use and then cease to give 
it a legal tender character. 

12552. May I understand what, you mean by 
“ going into disuse”? The silver rupee will 
always be required by the people of India just, 
as the shilling is required here? But in its use 
as compared with its present use. 

12553. Il would he used in much smaller quanti- 
ties than it is at present? That is to say. when 
you can find the cultivator and the producer are 
prepared to sell their produce and not to demand 
metallic rupees for it. 

12554. Hut, will accept notes?— But will accept 
notes and will accept coin, and will accept cheques 
and other things. 

12555. “Cheques” is rather further off in 
India at the moment, but it will serve your pur- 
pose if they accept notes? -Yes. 

12556. If you were told that during the last few 
years cultivators in certain districts, such as 
Khan dish and Surat, refused to lake silver and 
asked for five and ten rupee notes, would you look 
upon that, as approaching the ideal that you have 
in view?-! am very glad to hear I hat: T hope 
it will develop still further. 

12557. You said in reply to Mr. Preston that 
you are in favour of further coinage of rupees 
being stopped ?- -Yes. 

12558. Do you not think our having a large 
supply of rupees in the Treasury at present is 

K 



124 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


17 March, 1926.] Mr. M. M. S. Gubbay, C.S.I., C.I.E. 


t Continued . 


a convenient coincidence for the purposes of the 
new system that you have in mind, namely, ulti- 
mately reaching gold currency ?— Do you mean ft 
coincidence as a matter of cause, or a coincidence 
simply in terms of time? 

12559. In terms of time? No. 

12500. You do not?— No. 

12561. When you say there should he no more 
coinage of rupees, you know that the people of 
India are getting accustomed to I he use of more 
notes. We have in the Treasury enough rupees 
for the next five or perhaps seven years, and you 
feel that no more rupees need bo coined for the 
period of transition. You do not think that is a 
rather useful coincidence ? -Supposing you were 
not contemplating any extravagant change at all, 
supposing you were just dealing with it as we 
were in the old days, and we found ourselves 
with tH) erores of rupees, l should automatically 
say : “ We will stop coining rupees: we have got 
enough now.” 

12562. Except that this enables you by statute 
to stop the coinage of rupees, leaving you with 
enough rupees for the period of transition and 
enabling you to give an indication to the people 
as to what you are finally aiming at— to that 
extent? — I do not like that. I do not like the 
idea of saying we are going to stop the coinage of 
rupees, because though the statutory provisions 
appear to us in discussion across the table here 
as perfectly understandable and reasonable, when 
they are spread abroad outside and known to the 
countryside it is perfectly possible for people to 
make capital T do not mean any other capital 
than financial capital - out of the fact by simply 
saying: “Your rupees arc useless,” or " The 
Government has said they are going to stop it.” 
Why arc they going to stop the coinage? Because 
they intend to withdraw them altogether. 

12563. Would people not believe that Govern- 
ment stopped further coinage of rupees because 
they had enough for several years, and after that 
proposed to give them gold coins?— They might 
equally say they are stopping coining because they 
are going to say the whole of the rupee circula- 
tion is useless, and are not going to put any 
more in. 

12561. It is then, in your opinion, liable to 
misconstruction of that kind?— The most extra- 
ordinary views have been expressed, and you 
always have to guard against that kind of thing. 

12565. (Mr. Preston.) Might I say that my refer- 
ence to the subject, of slopping of further coinage 
of rupees was more a departmental procedure? — 
Ami not statutory. 

12566, (Sir Purs/i atom (fas Thakitnlas.) I under- 
stand that. 1 was only taking it a little further 
and finding out what Mr. Gubbay would say to a 
statutory prohibition. Regarding trade bills, you 
said that they did not exist at present. 
Supposing it is urged that trade bills do not 
exist and are not available in large numbers at 
present because the system is not in vogue and 
no facilities are available to the commercial 
community for the discount, of trade hills, and 
further, if it is also urged tlmt with a cheaper 
method of finance by means of trade bills being 
available., the Indian commercial community, who 
are not ignorant of the principle of hills, would 
take to it very rapidly, would you agree with 
that ? Well, on the question of the trade bills, we 
had an investigation made before 1 left India by 
Sir Edward Cook to get something of the facts, 
if wc possibly could, before the 1919 Committee 
came into existence, as to what hundis meant. 
I always felt that nobody that T asked could 
definitely tell me that hundis could be referable to 
any specific commodity, or any specific quantity 


of a commodity which is changing hands. 1 do 
not know whether you can correct me on that; 
but that is my root objection. 

12567. May I ask if the report of Sir Edward 
Cook that you referred to is available ?— Yes. 

12568. The report is printed ?- Yes. 

12569. in the liabington-Smith Report Appendi- 
ces ?— Yes. That is my difficulty about the bill, 
l conceive of a bill being referable to a specific 
quantity of commodities purchased by one man 
from another on which short finance is extended 
by a bank or discount house, who looks both to 
the names of the drawer and drawee, and knows 
that the goods are in existence. The goods are in 
existence; therefore the banker knows he is not 
helping any kite-fiying, and he knows the two 
names, and he says : “ They are good people.” 
Then he puts his name on the back of it, and 
that will fly round everywhere as being an accept- 
able, negotiable instrument. It is short-dated. 
Yoii know at once you can sell it on the cheapest 
possible terms. The better the names of the drawer 
end drawee the better the bill will be. As you 
know without my having to say so, a bank bill 
commands a better price in the market than a 
Treasury bill, for tho sole reason that Continental 
purchasers of bills are precluded from buying 
British Treasury bills because there must be two 
names and they are big buyers of bank bills.' That 
is a condition, if it could be brought into existence 
in India, where I should say that there was good 
cover available, but I do not see it yet. 

12570. 1 f such bills could be brought into exist- 
ence you would admit, as you said just now, you 
would look upon them as quite good cover ?— Yes. 

12571. You mentioned in reply to Sir Reginald 
Mant two instances. You took, for instance, a 
man buying cotton in Surat and said that the 
merchant 11 cannot draw on the cultivator”--! 
wonder if you meant it, but 1 took down your 
exact words - why should he draw on the cultiva 
tor, who is the seller of raw produce to him? 
Because he docs not know him at the time. 

12572. Hut the cultivator will require to be paid 
in cash in any case. The merchant may draw 
either on his buyer in Bombay for whom he may 
be purchasing, or he may draw, if he is buying 
on his own account, on a commission house in 
Bombay which is financing him?— And Sir 
Reginald then took me round and turned me 
over to the other side, and said instead of the 
man in Bombay drawing oil the man in Surat, 
lot the man in Surat, after the price 1ms been 
fixed, draw on the man in Bombay and sell liis 
produce. 

12573. Do you not think that is feasible?— 
There you have the beginning of the elements 
of a bill. Then you have to support that bill 
with arrangements whereby the Surat seller of 
goods can discount it at once. 

12574. Exactly ?— ' Where does that extat? 

12575. He discounts his sight hill at present 
with a bank, or banker in Surat in order to get 
cash?— He has to discount that. Is that going 
to be cheaper to the man who buys the cotton 
than to take an overdraft and work under a 
system of cash credit, and take the silver up there 
and pay for the goods on the nail, because you 
must remember that the discount market in Surat 
is limited. 

12576. The discount market in Surat would be 
a much more limited market as compared, say, 
with Bombay ?— Yes. 

12&77. He gets the cash in Surat, and pays it to 
the cultivator— his seller ? If there are banks at 
important centres like Bombay prepared to dis- 
count say, two or three months 9 hills, the com- 
mercial community would not be wanting to utilise 
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the facilities. Do you agree with that ! 1 suggest to 
you that banks in Bombay have not introduced 
this system, and therefore the commercial coin 
niuiiity cannot use it. if banks said to them- 
selves : Provided we know that a man has bought 
cotton or produce lip-country and consigned it 
to another wherever he wished it, and these two 
persons have drawn a bill, and their signatures 
are respectable, and one of them holds the produce 
cither for sale or consumption, we will accept 
such a bill, what do you think would be the hitch I 

-if that set of conditions were to come into 
existence I agree you would have very much wide 
banking activities. 

12578. 1 know' although you have been in India 
all along in an ollicial capacity, you were in 
close touch with the commercial community in 
India. May I ask you if this system as I have 
put it is feasible, in the light of your experience ? 

Well, I would answer that in this way. This is 
one of the things which I should conceive should 
lie the functions of, I was going to say, the 
Imperial Bank, of creating or calling into 
existence. One problem that you suggest now is 
can those conditions be brought into existence ! 
1 say that is the function of the chief banking 
authority, who should endeavour to create that 
kind of thing. One can see heaps of ways in 
w'hich it may be done; but it has got to be tried 
before these bills come into existence. 1 say 
Lhere is no sufficiency of bills for this particular 
purpose. 

12579. At the moment, you mean ! — At the 
moment. 

12580. (Sir Alexander Murray.) As a matter of 
fact the Tata Steel Company and the Indian Iron 
and Steel Company do draw at 90 days’ sight on 
buyers of their goods; and those are now dis- 
counted with the Imperial Bank in Calcutta! 
That is an exact parallel case to what occurs in 
this country, because the goods have been manu- 
factured, and the bills are immediately referable 
to the quantity of goods. 

12581. That is a recent growth, but it is extend- 
ing. I believe it is the case that sellers to the 
Government of India of materials are now draw 
ing on the Government of India at 90 days’ sight, 
and re discounting with the Imperial Bank ?- 
Yes. 

12582. The practice has already begun, and it is 
only a question of development ! -Yes. but not 
raw materials. In the ease of raw cotton, raw 
jute, wheat, seeds and so on, there are many more 
problems than when you are dealing witli 
manufactured goods. 

12583. ( Sir Alexander Murray.) That is quite 
true. 

12584. (Sir Pursfiolamdan Thakurdas.) You are 
aware of the shroffs in Bombay, tile Multauis 
and tile Chetties in the south, who at present hold 
a considerable amount of bills on their own, and 
discount them again with the Presidency Bank, 
or other banks who may be prepared to discount 
those bills? — Yes. 

12585. I)o not you think that in these you have 
got the pioneer class for the discount houses 
which you say at present do not exist in India? 
They know the business. All that they want is the 
absolute assurance that the Imperial Bank or the 
Central Bank, as the case may be, will re-discount 
such bills? — Those are clean bills? 

12586. Yes ? — Then I say that is a different 
proposition. 

12587. Is not the other the better security?— 
I do not know. 

12588. When you know the other bills are against 
produce bought up-country, provided you trust 


llie man’s respectability, which is a point in 
either case, is not the other bill the better 
security ! -Which do you call the other bill " ! 

12589. The trade bill, when you know that the 
man has some produce as cover against his bill ! 

1 think trade bills ever so much better. 

12590. VVould not the shroff class then take to it 
more rapidly than to clean bills ?— -Well, 1 could 
not answer that question. 1 should say if the 
shroff found that there were these hills in 
existence, 1 should 1 jo very surprised if he did not 
take to the business quickly enough. 

12591. Therefore, you admit there is an organi 
sation which may he developed to the usefulness 
of discount houses, which you say at present do 
not exist in India ! — Yes. 

15292. You have lately been at the head of the 
P. & O. Banking Corporation ! — Yes. 

12593. (.'an you tell me whether, during the 
last couple of years or three years, cull money 
rates in Bombay especially if you can tell me 
that and in India generally have ruled in close 
proximity to the Imperial Bank rates! Money 
rates. 

J2594. (Jail money rates have ruled within a per 
cent, or so ! 1 suppose so. I have seen cases 

when they have been above, and sometimes when 
the call money rates have been below. 1 think at 
the present moment they are below. 

12595. What would he the variation between the 
call money rate and the Imperial Bank rate? 
Did you say what should it be? 

12596. What has it been during the last couple 
of years? — L have seen it down to lj or per 
cent, below. 

12597. That is about the maximum?--! do not 
know that 1 have seen it lower than that recently. 

12598. Can you tell inc whether, in lending call 
money in India, the conditions regarding the 
return of call money, when due, vary from those 
prevailing in London. If you lend call money in 
India, is it about as safe, provided you always 
select your party in the usual way, as if you are 
lending call money in London ?-- -Well, no call 
money is lent in London without security. 

12599. In India call money is lent and is 
received without security ? Yes. 

12600. Have you heard of any failures or any 
lapses in the return of call money. Call money is 
lent to first class parties only ? Yes. The point is 
I hat call money goes round from place to place. 
You may lend to-day, and you may not want to 
continue, and it may go round to somebody else. 

12601. But the man who borrows it returns it 
duly ? — Yes ; hut I want to make strongly the 
point that 1 do not think that the regulation in 
fndia is as good as it ought to be. 

12602. How do you mean ? I think the principle 
of lending money on security is the only correct 
principle that we ought to go for. 

12603. ('Jill money should be lent on security 
only?- -Yes. 

12004. J vi India that money is available on 
more easy terms than here! Yes; and therefore 
(he return should he, I think, greater to those 
who lend. 

12G05. You said a Central Bank, or a Reserve 
Bank, as you visualise it, should have no Govern- 
ment Directors?- Yes. 1 said I should like to 
see no Government Directors. . 

12606. Would 1 he correct in inferring, n 
fortiori you would not have the right of appoint- 
ing Managing Governors to that Reserve Bank 
vested in the Government ?— I have not thought 
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about that; but I ieel that if the Government 
did not appoint their nominee, there ought to be 
some understanding that whoever is appointed is 
someone that the Government would agree to. It 
ought to be an understanding. 

12607. You would have it with the Government’s 
approval ? — It ought to be at any rate as a matter 
of courtesy to the largest shareholders - he should 
have some voice. 

12608. You are not in favour of giving the 
largest shareholders any representation by way of 
directors on the board ? What 1 feel is, L want 
the policy to be independent; and, therefore, that 
nobody’s nominee should be dependent upon 
being able to secure the assent of those whom he 
represents. I can conceive there will be cases in 
which there will be a conflict, and it is necessary 
and desirable that he should be able to stand up 
and say ; “ Well, that is my view. I am going 
to sec it through. If you do not want to see that 
view through, then you had better get somebody 
else. lie ought to be aide to maintain his own 
views independently, and use his own judgment. 

12609. Would you, 1 hen-fore, have the Managing 
Governor’s appointment dependent upon the 
Government’s goodwill, or would you not ? -No; 
but I think prior to his appointment his 
acceptability might he put to the Government, or 
ought to he, because he will he in close touch with 
the Government, lie ought to he somebody who 
you will know will work with the Government 
Department, and is not for any particular reason 
somebody that they do not want to see. They 
might have good reasons for it. it is simply and 
purely a question of harmony; but after he has 
been appointed, 1 do not think his retention 
should he dependent, upon the goodwill of the 
Government. 

12610. Would you make the approval of the 
Government a condition of his appointment ? Do 
you mean statutorily? 

12611. Well, 1 meant statutorily, or otherwise 
by agreement. Suppose the Central Board wanted 
a particular person, and the name was suggested 
to the Finance Member, and the Finance Member 
said: “ No, T do not think you can have this 
man,” and the Board unanimously thought, he 
was the right man, what then ?— The English 
practice in a case like that is that you should 
rely entirely on tact and compromise. I do not 
like relying on statutory provisions in these 
matters. 

12612. T take it you are prepared to have a 
compromise in that case by meeting each other 
half way, and selecting somebody else? I do not 
think it is a question of meeting half way. It is 
a question of persuading one side or the other 
that he is not suitable, or that he is the most 
suitable man. 

12613. Or name somebody else? Or name some- 
body else who is equally suitable. 

12614. Regarding rupee tenders, in reply to one 
Member you said you would have tenders called 
for by the Government of India payable in 
rupees? -Yes. 

12615. That is for the purpose, of reducing the 
liability of the Government in Tndia to make 
sterling available at this end ? Rather for the 
purpose of eliminating uncertain factors in the 
Government amount of remittances at home. You 
can determine your liability for sterling require- 
ments on your debt, and you can always determine 
your liability to Pension charges and Leave 
charges, and other tbingR. Tn the case of the 
great hulk of purchases of railway material, and 
other things which the Indian Store Department 
do under the High Gommissioner, you cannot 
determine when the goods are going to be 


delivered, and you do not quite know what pro- 
vision to make in the Budget. Also 1 know there 
are a large amount of charges, liko weapons, 
ordnance and artillery, which are required for 
India, which T understand are still done here by 
the India Office, and not by the Office of the High 
Commissioner. I was anxious to get somewhere 
nearer finality to any figures which might be put 
in the Budget for the amount of remittances, ro 
that we know what amount has been budgeted for, 
and that this amount of sterling has been pur- 
chased, so that wo who are engaged in business in 
Tndia will know there is no more relief to be 
obtained from that source when the exchange is 
rising, or if there is a weakness in the exchange/ 
there will he no more sources of weakness coming 
in in that way; and then we should go on to do 
the other necessary operations. 

12616. You would prefer that the requirements 
and demands of the Secretary of State should he 
put at as low a figure as possible? Yes, for the 
purposes of this particular argument. 1 think it 
is a desirable thing that they should he kept as 
low as possible. 

12617. You further think that Ibis would he 
a useful step in the direction of an 
automatic currency system for Tndia?- -Yes, 
whoever sells these goods would have to cover his 
exchange himself. 

12618. I want to ask you a few questions with 
regard to the ratio of 1*. 4*/. or 1*. 6//., which 
is also before the Commission. You gave evidence 
before the Bah ington- Smith Committee as repre- 
senting the Government of Tndia? Yes. 

12619. You were also a member of that Com- 
mittee ?— Yes. 

12620. I do not know whether you would 
like me to read out the questions, but 
1 want to refer to Volume 2, at pages 
58 and 59, Question 864 and onwards, where 
questions were put to you in connection with the 
ratio. The ratio then was a question of 1*. 
or 1*. 8 (/. or 2*. In various questions, from 864 
on to 883, you definitely expressed the opinion 
that a high exchange is detrimental to the culti- 
vator and is detrimental to the industrial 
interests of India. May \ ask you if that prin- 
ciple holds in the case of the difference at present 
between 1*. AtJ. and U\ 6//., an increase of 12j per 
cent. I --Yes. I have pointed out in addition Llml 
the rising exchange has a much greater effect than 
a high rate of exchange. 

12621. You used the word “ rising ” nowhere, 
if I may say so. It begins at Question 864, on 
page 58?— Tn Question 878 T say : “ I pointed out 
that a rise in exchange would undoubtedly he a 
handicap to those industrial undertakings whose 
products are, or would be, in competition with 
manufactured products from other countries.” I 
have always maintained throughout that there 
is a difference between a high exchange and a 
rising exchange. I think the point is somewhere 
brought out that once you (ran get an adjustment 
nf prices to a particular level of exchange, the 
theory should he that you have got equilibrium 
at that point, but the process of getting such an 
equilibrium might disorganize trade and might 
alter the trend of trade and its character. I do 
not say that it is equally true that if you should 
put up your rupee to any particular point, say 
10*. , hut it is true that the process of getting up to 
it creates the greatest dislocation. When you 
have got a certain rate if the price levels 
have been adjusted to it both in the country 
where you are considering it and the countries 
outside, then, T do not think there is anything 
like the same effect- I should say, the effect is 
probably nil. 
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12622. I will take that in addition to what you 
said to the Babington-fcirnith Committee It is 
an awfully debatable point L agree, hut that is 
my general feeling about it. 

12623. Do you think that the adjustment be 
tween Iff. 4 d. and 1*. 6</. has been complete by 
now? — Well, I do think that there are many 
points which indicate that there are still some 
points which are iu doubt. There is no doubt 
that the position of the Government of India is 
sound enough now.. It is balancing its Budget, 
hut we also have to recollect it is after three or 
four years of good seasons. What would happen 
if those three or four years were succeeded by 
‘ three or four bad years is a risk which has to 
be taken into account. 

12624. Do you think it would be feasible for 
the Government of India without frittering away 
resources in reserve here to maintain the exchange 
at Iff. 6 d. in the case of bad years'/ — I should 
speak now with more hesitation than I did in 
1019, hut l feel that if you could courageously 
embark upon a policy after fixing the Is. (W. 
rupee of contracting the currency, I think you 
might expect to go through without difficulty. 

12625. It would necessitate a contraction of cur 
rency? -I think so. 

12626. You are iu touch with India, being at 
the head of a very important bank at present. 
Do you think that it is desirable to expose 
India to any risk of contraction of currency at 
present if it can be avoided? — Well, you see, at 
various points of my evidence 1 said I was not 
at all certain that there was not a redundancy 
of currency. You will recollect, the view which 
was taken prior to the appointment of Ihe 
Chamberlain Commission that India had been 
flooded with too much currency for a series of 
years when there was a large balance of trade 
in favour of India and rupees were put into cir- 
culation in large quantities and gold came out 
to India. It is awfully difficult to say that 
India cannot stand withdrawal of its currency, 
hut the real problem I will put. is this, which of 
the two is the greater evil, the contraction of 
currency or the uncertainty of what the exchange 
is to remain at f 

12627. Since the Chamber Jain Commission 
reported, as you know, a good deal of water has 
flowed underneath the bridges? — Yes. 

12628. T do not think one could say that there 
has been no change since then. In view of the 
depression which has existed in India during two 
or three years, do you think any scheme which 
necessitated contraction of currency is in the 
interests of Indian trade, commerce, and 


industry ?— Well, T do not know wlmt you mean by 
“ interests.” It may not he in the particular 
interest of a particular trade. 

12629. Generally? — But generally speaking, if 
you have come to a decision on a particular rate 
you ought really to see it through. 

12630. That is quite a different thing from taking 
cognisance of all view points lie fore coining to a 
decision. After a decision has hecif taken, that 
may be another matter ? If you are taking me on 
thaL point, my answer is that if conditions were 
to permit it I should much prefer to see all the 
arrangements ready and available for the neces- 
sary operations when you have had the character 
of the coining monsoon determined. That means 
that if you can bring about a stabilisation at the 
present rate, and the monsoon prospects are 
sufficient to justify it, I would do so; lint- I can 
believe that it is quite conceivable that before the 
monsoon you would require to take an immediate 
decision one way or another. If no immediate 
decision is taken, then T do not; quite know exactly 
what would happen. You would get a dislocation 
comparable with the dislocation which occurred 
before. At some stage or other you have got to 
do it. We were oftvn told by people in regard to 
ihe exchange and with reference to currency 
matters that you should register what has 
happened rather than what is going to happen. 
If you had done this in the. autumn of last year, 
1925, when we knew what was going to happen in 
the way of the monsoon, I think Ihe Iff. (if/, rupee 
could have been introduced then without, any 
hesitation at all. Now wo do not know what 
the monsoon for 1926 is going to he. Then there 
is this action of the Government of having kept 
the rupee down to Iff. 6 A//., which I think is a 
material factor. 

12631. By manipulation? But it. is a material 
factor in the situation. 

12632. (Chairman.) We have taken a lot of 
your time, T am afraid. Ts there any other 
point you would like to bring before, the Torn 
mission ?- -I do not feel that. I ought to take up 
any more of your time, either. Personallv, 1 
have no other point to refer to. You have 
covered the points that I was very anxious to 
put before you. 

12633. (Chairman.) The Commission are very 
much obliged to you for the assistance you have 
given them. The Chairman of the Commission, 
Mr. Hilton Young, wished me to express his 
regret that he would not have an opportunity of 
hearing your valuable evidence. 

(Witness.) Thank you. 


(The witness withdrew.) 
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Professor T. K. Gregory culled and examined. 


12634. ((•' hairman .) You are kind enough to 
come and assist us with .vour evidence this 
morning, and you also have provided us with 
a very informative memorandum.* You are 
Professor of Hanking and Currency in the 
University of London? Yes; I hold my ehair 
tenable at the London School of Economics. 

12635. In reading your memorandum, one pre- 
liminary question suggests itself to me. Should 
l be right in gathering that you look upon the 
ideal currency for India as a gold currency, and 
that you arc prepared in some degree to 
sacrifice the circulation of notes for the Bake of 
the circulation of gold? -Well, I should prefer 
to put it in this way; that in order to make 
room for gold without causing too great an 
absorption from the world’s money market, 1 
should be prepared to retire the notes of smaller 
denomination. 

12636. Have I received a wrong impression 
when 1 receive the impression from your memo- 
randum that, under certain circumstances 
which you are dealing with in this memorandum, 
you look upon gold circulation as more desirable 
than note circulation? — No; T should prefer to 
put it in this way; that until the transition to 
the gold standard is perfected l should like to see 
the volume of fiduciary currency, whether notes 
or silver, restricted. After that time, it seems 
to me, that it. does not matter very much 
whether the actual circulation consists of gold 
coin, or whether it consists of notes secured hv 
gold. 

12637. Let me put it in this way. You are pre- 
pared to reduce the proportion of notes in 
circulation in order to increase the proportion of 
gold 7- - Not. even that, after the transition. 

12636. You would recommend that only as a 
transitional measure? -Yes. 

12639. Honing and believing that after transi- 
tion there would !>e a re-substitution of notes for 
gold?- -Well, after the transition, since all notes 
would be redeemable in gold on demand, the ques- 
tion whether actual gold coin should circulate, 
or whether gold notes should circulate is a matter 
of convenience. 

12640. What would he the advantages of gold 
circulation which would compensate for even the 
temporary diminution of the proportion borne by 
notes to the total circulation ? — T think the advan- 
tage would lie that it would satisfy Indian 
sentiment, apart from the fact that it would 
inaugurate the gold standard. 

* Appendix 80. 
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12641. What is the ideal currency for India to 
which you arc working in your proposals? Well, 

1 suppose that I he type of currency system t hat- I 
recommend is really a variant of what used to he 
called the “limping standard”; that is to say, 
there would he a fair amount, of gold or gold 
notes in circulation, hut at the same time there 
would he a very large circulation of silver rupees. 

12642. Your ultimate ideal would he that there 
should he little or no gold in circulation? — Well, 
I would not Im; prepared to go as far as that. 
I should prefer to say T would leave it to the 
future to decide ns to the actual form of the 
circulation. 

12643. Let me conic to some rather more detailed 
questions just to elucidate what appears to me to 
need elucidation in the course of your memo- 
randum. You say in paragraph 1: ” That the 
failure of the experiment of 1920 has discredited 
the currency policy of the Indian Government.” 
Was that currency policy based on the true prin- 
ciples of the gold exchange standard ? — I should 
prefer to say that the experiment of 1020 confused 
the necessity of fixing the rate of exchange at a 
point which would not involve the disappearance 
of silver with fixing the rate of exchange at such 
a point as to keep prices steady in India itself. 
I think it was founded upon the principle of the 
gold exchange standard, but I doubt whether the 
conditions of the time were thoroughly thought 
out in applying the 2*. 

12644. Might, it not he reasonably said that any 
failure at that time was not to the discredit of 
a gold exchange standard administered with a 
scientific regard to what the principles of that 
standard are?- I should not say that the failure 
of a particular rate indicated thnt the gold ex- 
change standavd had not a good deal of scientific 
validity. 

12645. You see the point of my question? If, 
as we have had stated repeatedly in evidence, 
the gold exchange standard was not fully under- 
stood or, at any rate, was not scientifically ad- 
ministered, then in fact, the standard that was 
being administered was not the gold exchange 
standard at. all, but was something else, and its 
failure was not the failure of the gold exchange 
standard, hut of that something else? — I did not 
intend to state that no form of gold exchange 
standard has any scientific validity. All I meant 
to imply wag that the application of the gold 
exchange standard in India had been prejudiced 
by the unfortunate experiment of 1020, if it be 
unfortunate. 
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12646. In tho same paragraph you Bay that you 
base your preference for the gold standard as 
opposed to the gold exchange standard “ upon 
the feeling that the wider the area in which gold 
serves as a standard and the principal coin, the 
less the danger of a further fall iu the value 
of the metal.” In the first place, do you think 
that gold as the principal coin in use is any 
feature of the gold standard system existing in 
other countries now? No; not of the post-war 
currencies of the world- certainly not. 

12647. In the second place, is it your opinion 
that if gold is not used as the principal coin 
over a wide area the value of the metal is bound 
to fall and gold prices of commodities rise?-- 
Really what I meant to imply was that any 
currency system which does not provide for either 
notes based upon a direct holding of gold, or 
actual gold in circulation, tends to reduce the 
value of tho gold. 

12648. Would you repeat that? I am not quite 
sure that I follow it? — Any currency system such 
as a gold exchange standard which does not itself 
imply any holding of gold, whether as reserve 
or as medium of exchange, works towards the 
the reduction of the value of tho gold. 

12640. Does the gold exchange standard not 
imply holding gold in reserve? Well, in the 
form in which, for instance, the gold standard 
reserve of India is held at the moment, it cer- 
tainly does not. 

12650. There is a gold holding? — There is a 
holding of gold in the paper currency reserve, 
hut 1 regard that as not implied in the prin- 
ciple upon which the Indian currency is adminis- 
tered at the moment. 

12651. Turning from the actual circumstances 
of the moment to the question of the institution 
of a sound exchange standard, would it he 
possible to institute any exchange standard that 
would be sound and workable without a resort 
to gold in its reserves? Certainly. I think it 
would he perfectly possible to work the Indian 
gold standard exchange on the principle, that the 
Government of India would he prepared to re- 
deem rupees at all times in drafts on London, 
and that would require no holding of gold of 
any sort. 

12652. All the reserves would then bo held iu 
the form of gold securities?- -Certainly ; or hank 
deposits in London. 

J 2653. Would any prudent currency authority 
nold the whole of its reserves in securities with- 
out any buffer to protect the security market 
in tho ease of a sudden crisis? — If it held all 
its securities in the shape of short maturities, 
the probability of a serious depreciation in the 
value of the securities would hardly arise. 

12654. Even in the case of a rapid realisation ? 

Well, if the Government of India held Treasury 
hills exclusively they would run off automatically 
without any very serious pressure, I think. 

12655. They would run off automatically, but 
1 am afraid they cannot, be commanded so as to 
run off to meet your requirements in the case 
of an emergency in the security market? — Of 
course, if you had to sell the whole of the reserve, 
whether short maturities or long, in one. day, 
you would have to risk a certain depreciation 
in the face value of the securities. 

12656. One can test the position by taking an 
extreme case, anl no doubt an absurd case, hut 
it serves to point out the dangers of tho position ? 
—Yes. 

12657. Shall we return to iny original question 
from which we were diverted a little?— Yes. 

12658. If gold is not- used as a standard coin, 
do you think that the value of the metal is bound 
to fall and the gold prices of commodities bound 


to rise? I should rather gather that impression 
from your memorandum, but I am not sure 
whether it is a correct impression ? What I felt 
was that unless the gold is actually held as gold 
in reserve and as a hacking to notes the. value 
of gold, assuming the present output to continue, 
will certainly fall. 

12659. Perhaps I may return to that in rather 
more detail on another point ?-- Certainly. 

12660. In paragraph 3 you express the opinion 
that the tendency for gold output has been to 
decline l 1 really quote Mr. Kitchiii there. I 
think unless mines are discovered, in the long 
run the world output of gold will fall. 

12661. Aflid you cannot count upon their dis- 
covery? No; hut I venture to suggest that one 
can count upon considerable improvements in 
the technique of mining. 

12662. Has there been much improvement in 
recent years? T do not know whether this is a 
subject on which you would care to speak ! 1 

am not a mining expert, and I. would not like 
to say. 

1*2663. You would rather 1 did not ask you 
about that? — Yes. 

12064. In paragraph 1 you point, out: “Con- 
sequently a falling off in gold output does not, 
necessarily have a direct, effect nil price levels at 
all in these days; hanks reduce their reserve ratios 
a little, and that is all.” I feel I here is a slight 
inconsistency between that and the apprehensions 
you have expressed in paragraph 1 as to the fall 
in value of gold. If this method of correction 
may be applied in the one direction, why may it. 
not he applied in the other? - I am not quile sure 
that T get your point. What 1 really intended to 
do in paragraph 4 was to point out that even 
if in the future 

1*2665. May T make clear what is in my mind? 
If the banks can adjust their reserves to a re- 
duced output, why cannot they adjust them to 
an increased output? Yes; they could. All they 
need do in that ease is to increase the reserves. 

12666. Continuing the points which we are. 
clearing lip in paragraph 2, you say that you 
attach no importance to the suggestion “ that tho 
lower rate of exchange will reduce the, demand 
for gold during transition to the gold standard.” 

T rather take it that one of your reasons is that 
if the. rate is lower tho. volume of notes and 
rupees in India will have to he increased? Yes. 

12667. Consequently, the total demand for gold 
will not he very different from what it was before? 

Yes. 

12668. T think L have followed your argument. 
Now, proceeding with your memorandum, you 
have, said that all further coining into rupees 
shall he discontinued, and all further issues of 
notes are to he only against, gold tendered for 
eonversion ? — Yes. 

12669. If that be so, I do not see bow the volume 
of internal currency seeking conversion in Tndia 
will be greater with the exchange at R 4//. than 
at R Od. ? T am sorry. T really intended to 
make my scheme work on the assumption that 
you keep the rate of exchange what it is now- 
round about R 6 d. If you were to insist on a 
lower rate of exchange, 1#. Ad., then then? 
would he a preliminary watering down of the 
currency to maintain tho rate at R 4 d. If you 
had brought the rate down, then again my res- 
triction would apply. 

12670. Tf you went down to R Ad., there would 
have to be an initial period during which your 
restriction could not apply? -Perfectly. 

12671. Now there is a figure here which I am 
not quite sure about, as I follow your memoran- 
dum. You say in paragraph 3: assuming the 
Indian private demand to bo £22,000,000 per 

K4 
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uimurn, on the average India will absorb “ about 
tbs of tho current Bupply ” in 1030 and Iobs 
than half in 1040. film would be about 
£32,000,000, and half would be about £33,000,000? 
-Yes. 

12672. The world supply you have assumed to 
be £75,000,000 and £67,000,000 in those two years ? 
—Yes. 

12673. I take it you have added to the 
£22,000,000 about £10,000,000 for the annual cur- 
uncy requirements of India?— Yes. 

12674. The total Indian absorption ? Yes. 

12675. You think that £10,000,000 of gold would 
be sufficient? £10,000,000 per anriun^ for ten 
years. 

12676. Both for gold currency in circulation 
and reserves at the Central Bank? I was taking 
the £100,000,000 as being tho figure in the pro- 
posed scheme, and assuming that the demand 
would be £10,000,000 for ten years. My own 
opinion is that one could start the gold standard 
with less than £10.000,000, because India also 
possesses a certain stock of gold in the paper 
currency reserve; and the annual volume of gold 
that I think must he acquired by India is to bring 
up the reserve to the minimum requirement, in 
the proposed scheme, of 30 per cent, cover. 

12677. Wo are considering now the total amount 
of fresh currency required for the circulation 
of India, with tho enormous increase in demand 
following good monsoons, and so on? — Yes. 

12678. In addition to what you have just re- 
ferred to as what is required to bring up the 
reserves?- Under the proposed scheme, you would 
he in a position to increase the gold note issue 
to 3$ rupees for every gold rupee presented to the 
Imperial Hank, or Paper Currency Department. 

12079. You would he in a position to do what l— 
You would he in a position to create a gold paper 
currency, a paper currency based upon gold, in 
a ratio of 3£ rupees for every rupee of gold Hold 
to tho Imperial Bank under the reserve require- 
ments of the proposed scheme. 

12680. I see what you mean ; but the question in 
my mind is whether £10,000,000 is by any means 
an adequate allowance for what iB required 
supposing you have good monsoons /—Well, I am 
hardly in a position to say. I was really Inking 
the figures of the proposed scheme and regard- 
ing them as more or less adequate. Perhaps you 
would allow me to add that I think if India <iooH 
go to a gold standard, the question of how much 
gold will in fact he required will Bel tie itself. 
The Indian price level must he kept in equi- 
librium with the world price level. If there are 
very good monsoons, temporarily India will absorb 
rather more gold than usual. Tf there is a bad 
monsoon, it will absorb rather less. 

12681. Subject to any factor which has to be 
allowed for the conversion of Btorcs of value 
kept at present in other forms? -Yes. 

12682. In paragraph 5 (h) you say that the 
drain of gold from London under tho Indian gold 
standard scheme should be judged differently, in 
relation to the reaction of the situation in 
London, from a drain due to lack of equilibrium 
of price levels; and you draw a just distinction 
when you say that the derangement that arises in 
the latter case during transition to the new 
equilibrium stage need not occur in the former 
case, if the gold which is drained happen to he 
redundant- a very vital reservation. What do 
you think about the position in London ? Is there 
such a redundancy of gold ?— Well, I really am not 
in a position to say. I do not know how the bank 
authorities regard their present reserves. 

12683. It is a matter upon which the instructed 
public may have an opinion ? — Perhaps you will 
allow me just to elaborate that? What I should 


be inclined to say is the dangerous aspect of the 
situation in the City of London at tho moment 
is not the absolute size of tho reserve at all. I do 
not think that anybody can really Bay whether the 
present reserve and the present reserve ratio, if they 
could be maintained permanently, are too large or 
too small. What is dangerous is the fact that the 
bank cannot maintain tho reserve at its present 
figure without a constant small loss of gold, which 
cumulatively amounts to a large amount in the 
course of the year. 

12684. That is tho present position ?— Yes, I 
regard live present position as dangerous; it 
is dangerous, not because of the absolute size of 
the reserve being too large or too small — about 
that I do not pretend to say- -but because tho 
reserve cannot be kept in equilibrium. 

12685. Assuming, as we must assume, that the 
present size of tho reservo is in the eyes of the 
London Authorities not excessive, and that tho 
condition you have described is one in which 
I here is no redundancy of gold in England, but 
that on the other hand the difficulty is to main- 
tain the necessary amount? — Yes; hut I am not 
sure in my own mind whether the hank authorities 
would not regard the situation rather differently, 
if they were absolutely certain that they could 
keep the reserve at its present figure. What I feel 
is, in the City at tho moment two rather different 
questions are being confused : (1) the absolute 
size of tho reserve; and (2) whether the reserve, 
whatever its size may be, can bo maintained with- 
out loss: and I feel that all uncertainty is really 
due to the second factor. 

12686. That uncertainty would not he dimini- 
shed by the establishment of a fresh demand for 
gold from India?- No, I would freely admit that, 
from the standpoint of the bank authorities, any 
additional demand arising anywhere would cause 
them discomfort for the moment. 

12687. Wo arc looking at this matter from the 
point of view of no other interests than those of 
the Indian State and the Indian community. 
But as you state yourself in your memorandum, 
the consequences of a derangement resulting to the 
City of London would he an increase in the hank 
rate ? - -Yes. 

12688. And the money screw, with all its 
reactions upon prices and commercial activities. 
What weight in your opinion should bo given to 
those circumstances, possibly dangerous from the 
point of view of the interests of India, aB they 
would react upon the prosperity of Indian com- 
merce— I mean a rising bank rate and a high 
bank rate ? I think a rising bank rate here would 
have indirect adverse consequences in India, 
through damping down the demand in this 
country for Indian products. It is because I am 
quite seriously afraid of the influences of a very 
high hank rate on international trade that T 
really suggested the alternative scheme, which 
would not involve a demand of an order of 
£50,000,000 gold. 

12689. In your opinion it is not only the re- 
action on the situation in London that we have 
to consider in this regard, hut the ultimate 
reaction on tho situation in India? — Yes, I do 
not know that the ultimate reaction would be 
very serious in Tndia; hut it would have some 
influence. 

12690. It would be serious in proportion to the 
degree of derangement, would it not?— Well, that 
depends upon how the demand for Indian raw 
materials, and so on, is directly affected by a rise 
in the London bank rate. If a rise in the London 
hank rate were followed by consequential rises 
elsewhere, if you had a sort of international 
competition in raising bank rates, the cumulative 
effect all over the world would be for a short 
period of time quite serious. 
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12601. 1b it possible that a derangement in 
London of this sort should not he followed by 
reactions in the other central banks of Europe 1 
--No; 1 think that depends entirely on how they 
regard their own gold situation. 

12002. They regard their own gold situation as 
extremely dependent on London, do they not, 
and through London on New York? — Well, 1 
think they would raise their rates if they thought 
that the gold situation in London showed that the 
pound sterling was not yet at equilibrium with 
international gold values. 1 do not know that 
they would necessarily raise their rate, if they 
merely thought that London was losing gold be 
cause of an Indian demand for the restoration of 
Indian currency conditions. That is why 1 
insisted so much on the distinction bclweeh those 
two points in that sub-paragraph (b). 

12693. One point 1 should like to ask you on the 
analysis of the silver situation. You say in 
paragraph 6 (2), that a depreciation in the value 
of silver would cause a decline in the net demand 
for silver. I want to apply that to Indian 
conditions. We have had a good deal of evidence 
to .the effect that a fall in the price of silver 
might on the contrary stimulate the consumption 
in jewellery and ornaments and plate. Have 
you given any weight to that consideration? 

I really incorporated that result in my answer, 
because in the questionnaire 1 distinctly said 
that silver was regarded as an important store of 
value in India. 1 assume, if it is really regarded 
as a proper instrument for hoarding purposes, 
that an anticipated fall in its value would at any 
rate reduce that type of demand. 

12694. May I put it in this way: We have had 
evidence to the effect that it is regarded as a 
store of value; but on the other hand, the 
inveterate custom of holding silver as a store of 
value and also in the form of ornaments, and so 
forth, is so strong that it may be looked upon in 
some degree as a factor which is independent of 
the commercial value of silver; and it might be 
that the cheaper it became, the more it would he 
bought for those purposes ? -Naturally, any fall 
in the price of a commodity docs usually stimu- 
late sonic form of demand for it, but whether the 
aggregate demand would remain the same, I do 
not know. I do not want, to he dogmatic on a 
point of that sort, on which l have absolutely no 
personal knowledge at all. 

12695. Perhaps it is rather a matter of Indian 
psychology, and for those with long experience of 
Indian life? — Yes. 

12696. You say in paragraph 6 (4), that during 
the transition to the gold standard silver or 
notes should only be given for gold within the 
limits of the existing circulation. Do you mean 
that convertibility of notes into silver should also 
be stopped, or is that not implied? — No, that is 
not implied. 

12697. It is that the tender of silver or notes 
shall only be within the limits of the existing 
circulation ?— Yes. 

12698. There is a normal increase in the require- 
ments of India of round about 20 crores of rupees 
per annum. Is it your view under your proposals 
that during the transition stage further accre 
tions should only bo in the form of gold coin or 
gold certificates ?— -Gold certificates or gold coin. 

12699. How does your proposal in that regard 
Apply to the question of the provision of seasonal 
currency for seasonal demands? — I had thought of 
that point; and T should suggest that might 
continue as it is now. 

12700. Even with that provision, your sugges- 
tion might possibly be criticised from the point of 
view of not providing sufficient elasticity for 
expansion ? — I quite agree. I am quite prepared 
to meet a criticism of that kind on the lines of the 


argument that if you want a gold standard, you 
must pay for it. You canuot introduce a gold 
standard and at the same time indefinitely 
increase the supply of fiduciary currency. The 
more you do that, the longer you delay the intro- 
duction of the standard. 

12701. Under your proposals the people who 
would have to pay for it would really be the 
commercial, industrial and provincial com- 
munity of India, who would be provided with a 
currency system which kept them for an indefinite 
number of years in a condition which has been 
described as that of being in iron bonds — the iron 
bonds of au inelastic currency ; 1 should sa$ 

that the tendency would be, if one restricted the 
supply of silver rupees or silver rupee notes, and 
there was a series of very good monsoons, that the 
Indian exchange would be constantly at gold 
import point and gold would be presented either 
to the Paper Currency Department or the Imperial 
Hank. That would lie a reason in my opinion 
why the gold standard should be introduced 
earlier than anticipated in the proposed scheme. 
[ only want to maintain the restriction until, in 
fact, the convertibility of other forms of currency 
into gold is assured. After that point it is a 
question more or less of the automatic working 
of the scheme. 

12702. Hut the more and better monsoons, the 
greater the potential expansion of Indian com- 
merce, and the greater the need of expansion of 
credit in currency, and the greater under those 
conditions the hardship, if it be. a hardship, of a 
currency system which was inelastic in its 
character l — Yes. I think that 1 am rather afraid 
of elasticity at a time when you are proposing to 
change over from one standard to another. 

12703. •You not only frankly admit, but you 
freely acclaim, that the two are incompatible? — 
Yes. 

12704. Apart from the mechanism of your pro- 
posal, iu paragraph 8 (/>) you say that if gold be 
tendered for notes, 11 a corresponding portion of 
the investment in the paper currency reserve n 
should be cancelled ( Yes. 

12705. That would involve the cancellation of 
an equivalent amount of notes, would it not? * 
No, my idea was that the total volume of notes 
should remain unchanged during the transition 
period. If gold is presented the total volume of 
notes remains the same but the fiduciary portion 
of the notes gets reduced. 

12706. What happens is that, against the tender 
of gold, you issue your gold certificates, which 
would have the effect of notes in currency?- Yes. 

12707. Then you would cancel an equivalent 
number of notes against the securities in the 
fiduciary portion of the reserves ? One can put 
it in that way, but in effect the net result iH to 
cancel a certain portion of the investments. 

1*2708. At any rate the result is to leave the total 
situation unaltered ? —Yes. 

12709. If the gold seeking conversion into notes 
came out of the hoards, considering that gold 
would be coming into the currency office in the 
natural course of the trade balance, would that 
proposal and its attendant results bo desirable 
- that there should be no increase?-— Well, I think 
the proposal in 8 (b) really follows logically from 
paragraph 6 (4) which you have previously 
commented on. 

12710. It is putting the same question which I 
have been putting to you in another way? Yes. 
What I feci is that until convertibility is actually 
declared it really makes no difference how the 
currency is secured -whether it is secured by the 
obligations of the Indian Government or silver or 
gold. The value of the currency will depend on 
its quantity in relation to the demand for it. 
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Therefore, until convertibility iB secured I feel 
that it would be unwise, however the gold came to 
the Currency Department, to increase the total 
issue. 

12711. I only want to bring out that that is the 
way in which the mechanism of your scheme would 
operate us regards any increase /- -Yes. 

12712. In paragraph 9 you say that the mini- 
mum amount of gold to be acquired would be the 
amount of 27 crores. That iB based upon 
30 per cent, of the gold reserve, is not it 1 — Yes, 
that is the minimum which you would require. 

12713. That is the minimum gold reserve. We 
have had a good deal of evidence to the effect 
that 30 per cent, is much too low for India. Have 
you considered whether 30 per cent, is a safe 
figure for the metallic portion of the gold reserve 
in the Indian currency system?— No, I am afraid 
I have not. 1 would not like to be dogmatic about 
it. I really do not know. 

12714. Perhaps 1 may put it in this way. What 
leads you to the figure of 30 per cent. ? — I simply 
adopted it from the proposed scheme. I simply 
took the present gold holding and asked what 
would be the minimum amount you would have to 
add to get your rcsorve figure. 1 should be 
inclined to say (hat you can keep the reserve at 
any figure you like. If, for instance, gold notes 
were presented for redemption and the gold were 
hoarded under the gold standard, that would 
obviously create a gap in the circulation which 
would be supplied by more gold corning in. 

12715. L understand the figure of 30 per cent, 
is only taken by you, and it is not your own 
figure? No, it is taken by me from the proposed 
scheme. 

12716. It is lower than that of any other central 
banking system, is not it?- 1 would not like to 
say. At the moment most central banks are hold- 
ing nominal gold reserves which are really gold 
claims and balances in foreign banks. 

12717. Means of procuring gold ? Yes. 

1271H. Claims to gold ? Yes. 

12719. I find a rcforence in paragraph 9 to a 
resulting deficiency of about three millions in the 
paper currency reserve being made good by the 
gold standard reserve. 1 do not quite follow what 
your general proposals would be as to the dis- 
posal of the bulk of the gold standard reserve ? — 
Well, 1 really have not considered that point 
very carefully, but I should be inclined to Ray 
that the gold standard reserve should be main 
tained for the case of a Berios of bad monsoons 
which would temporarily upset the balance against 
India, because I do not think in the case of an 
adverse balance for the time being it would be 
accessary to ship gold from India to London. 
The foreign obligations on London could be 
perfectly well met. by transfers of drafts on 
London. 

12720. Then you were contemplating in your 
proposal the maintenance of a separate gold 
standard reserve 1— Well, 1 have not really 
thought this point out, but I can quite conceive 
the usefulness of maintaining a separate gold 
standard reserve at any rate until the Indian 
currency system has been worked for some time 
under the new conditions. 

12721. What at first sight, in your apprehen- 
sion, are the advantages which accrue from the 
maintenance of the separate gold standard 
reserve? — I should not care to put too much 
emphasis on the word “ separate,’ 1 I believe that 
a currency reserve of any kind, or let us say a 
foreign exchange reserve might he exceedingly 
useful for the purpose of inspiring confidence in 
the future of the Indian currency. 

12722. Would that be necessary as long as the 
minimum proportion of the metallic holding in 
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a unified reserve was sufficiently large ?— It might 
not be necessary with 30 per cent. I would not 
like to pledge myself on that. What I do feel 
is that India would be trying a great experi- 
ment about which the rest of the world might 
be a little doubtful, and it would be desirable 
supposing a sudden break in world prosperity 
came about in the next ten years that India would 
have something like a gold reserve to fall back 
upon in case of having to meet a very heavy 
adverse balance for the time being. 

12723. I can follow your argument to the point 
of it being necessary for India under the circum- 
stances of the conditions of transition to hold 
adequate reserves to fall back upon in the case of 
unforeseen emergencies, but does the argument 
apply to the extent of saying it is desirable to 
hold two reserves, in the segregated form of a 
distinct gold standard reserve in addition to the 
reserve which is behind the note circulation of 
the country ? -Well, I am really rather 
indifferent as to the form in which* the sold 
reserve is held — whether it is held segregated as 
the property of the Indian Government, or 
whether it is in some form or other transferred 
to the Imperial Bank. What 1 do feel is thart it 
is very desirable that every central bank should 
hold certain assets which it can dispose of 
quickly in the case of a break in trade. 

12724. That really applies rather to the 
character of the assets than the account on which 
they are held ? — Yes. 

12725. With reference to your proposals in 
paragraph 8, how would the external value of 
the rupee and note bo maintained during the 
transition ? Do you accept the obligation in the 
first sentence of paragraph 4 (1) of the merno- 
landum on the proposed gold standard scheme? 
If you do accept that, obligation during the 
transition period, is it possible to undertake the 
obligation if you open the mints to coinage ?- 
Well, T am not prepared to accept paragraph 4 
(1). That is the particular danger that I want to 
ward against. 1 do not want the Indian Govern- 
ment to be faced with a quite unknown demand 
for gold while this scheme is in its preparatory 
stages. 

12726. Even for gold bullion? — Because after all 
T should have thought it was fairly easy for the 
bullion merchants in India to collect the 
minimum amount of silver or legal tendor. I 
think the obligation imposed on the Indian 
Government to coin gold in return for a tender 
of gold bullion, doeB not logically depend upon 
the acceptance of paragraph 4 (1). 

12727. No, but then supposing we do not con 
template the obligation in paragraph 4 (1) of the 
maintaining of the exchange value of the rupee 
during the transition period, by what method 
could it be maintained ?— T beg your pardon. I 
thought you implied that paragraph 4 (1) meant 
that the Government should sell actual gold. 

T think the maintenance of exchange involves 
such action on tho part of the Indian Government 
that the actual rate of exchange for sterling in 
terms of the rupee does not fall below the gold 
export point. 

12728. What would that, action he, if it is not 
I he Rale of bullion? — Well, it might he the sale of 
drafts on the gold standard reserve. It might 
he merely caution in the issue of fiduciary notes. 

I mean the limitation of the Indian currency in 
itself would he sufficient to keep it exceedingly 
Hteady without necessarily burdening the Govern 
men t* with a very large obligation of selling gold 
against legal tender. 

12729. But in any currency system is it possible 
to rely upon a limitation of the currency to 
maintain the exchange without acceptance of any 
obligation as to provision of means of inter- 
national payment at certain rates?— Well, I think 
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that at the moment the exchange policy both of 
the Austrian National Bank and of the Reichs- 
bank is really based on the principle that you 
should keep the internal volume of the currency 
to that figure at which the exchange will be 
stabilised. I do not think that either of those 
hanks accept any statutory obligation to sell 
exchange for currency, and certainly not bullion, 
to anybody who cares to ask for it. 

12730. Practically the maintenance of an ex- 
change standard, such as this would be during 
transition, must depend, must not it, on the cur- 
rency authority being prepared to provide some 
means of international payment at the rate which 
it is desired to maintain f— It may mean that, 
but I do not think it necessarily means that. 

12731. Without that your internal currency is 
never to any extent con tractable ? — Well, T do 
not accept the view that currency is not contract- 
able. 

12732. On the contrary, I should have thought 
that every currency was always contract ablo to 
some extent however carefully you restricted it? 

Granted that, then I think any currency 
authority can always keep its exchange steady. 
It has only got to contract its currency enough. 

12733. Can a country contract its currency by 
any other mechanism than by providing a means 
of international payment against whatever por- 
tion of the internal currency is capable of being 
contracted at the time at which the exchange is 
made? 1 should think in the case of Indian 
currency, where the currency is always flowing 
back to the Treasury chests, the simple way to 
contract the currency is by cancelling the in- 
vested portion of the reserve ns the currency flows 
hack in payment of taxes. There is no obligation 
of Government to re-issue fiduciary notes unless 
it likes. May T add that I should he prepared 
to recommend lhat the Indian Government, should 
sell exchange on London during the transition 
period, hut not that it should be obliged to sell 
gold for any purpose. 

12734. I thought probably you would add that 
to your analysis. That being so, during the tran- 
sition period you would have an exchange 
standard? An exchange standard with the Minis 
opened to the coinage of gold. 

12735. But the central authority providing 
nothing but foreign exchange? Quite so. 

12736. There is one more question upon the 
quantity of gold required that T should like to 
ask you. T am afraid this is rather a long ques 
lion. I will just give you the information T 
want to ask you about. You Ray in paragraph 3 
that the gold available, for world monetary pur 
POSCR will be £23,000,000 in 1030. and £15.000,000 
in 1040. I have before me I he quinquennial 
averages to 1024 of gold available for monetary 
purposes according to certain estimates. Mav T 
just give you the figures. Tn 1000, £55,000,000: 
in 1014, £40,000,000: in 1010, £55.000.000, and in 
1024, £34,000,000. Accepting those figures as the 
quinquennial averages of gold available for mone- 
tary purposes, do you consider that the amounts 
of £23.000.000 and £15.000,000 would he sufficient 
without considerable adjustments of reserves in 
the Central Bank? Taking those figures, then 
in 1030 mv figure would he £23,000.000, and in 
1840, £15,000,000. T should like to say two things 
on that. First, T should like to reconsider mv 
figure of world industrial consumption. T wrote 
this memorandum under considerable pressure, 
and T am not sure whether my figure of industrial 
eon sumption is correct. 

12737. Do vou mean on the small side or on 
the large side? — T took no account., as T ought 
to have done, first, of the fact that, the industrial 
consumption is not entirely provided out of new 
supplies of gold. There is a considerable re- 
melting of old gold for industrial purposes. 

12738. That would reduce your figure ?— Th«t 
would reduce mv figure. Next, T am not. quite 
*«re whether this United States figure, which is 


taken out of the general tables, included the 
United States itself. I should feel obliged if 
tho Commission would allow ine to check that 
figure again before regarding it as in any way 
authoritative. 

12739. Perhaps you will alter it. in the proof*? 

Yes; but apart from that, the more relevant 
point is that I do believe that the post-war 
situation with regard to monetary demands for 
gold is entirely different from the pre-war one. 

12740. That is dealt with, to some extent, in 
your memorandum ? Yes. I think it is very 
important to emphasise how different the. consti- 
tution of the monetary system is to day from 
what it was ten yeni-B ago. 

12741. With the reservation as to your figure, 
supposing we assume the figures which I have 
quoted for gold available for monetary purposes, 
what, do you consider is the hearing of that, upon 
your estimate of £23,000,000 and £15,000,000 as 
the amount to he available in 1030 and 1010, and 
the,, effect that that would have upon the gold 
policy of the central hanks? Well, T feel that 
the central hanks may, in the future, have to 
work with smaller, and perhaps considerably 
smaller, -reserves than they were working with he 
fore the war; hut I feel that that does not imperil 
in any way the operation of the gold standard. 
For instance, I cannot see that it is really 
necessary for the. Bank of France to maintain 
something like 5 milliards in gold, approximately. 

12742. If the central hanks have to economise 
their reserves in this country how would that 
bear upon the possibility of establishing the gold 
currency in India? Would the two not run 
counter to each other and hinder and impede each 
other?- Well, T should sa.v if India went on to a 
gold standard and there was an additional 
demand for currency purposes in Tndia, that 
would in fact force economy upon the central 
hanks. 

12743. If economy is being forced upon them 
from considerations of the inadequacy of the 
world's gob! supply, that may land them in a 
difficulty? I really think if one looks at the 
actual reserves of some of the banks one could 
cut very considerable slices out of those reserves 
without doing any harm to anybody. 

12744. Then your expectation of the avoidance 
of difficulties is based, very largely at any rate, 
upon your belief that the central hanks of the 
world might safclv reduce their gold reserves ?- 
Yes; apart from that there is the quite unknown 
factor of the future gold output, and economies in 
the mining of gold. 

12715. Assuming that these figures throw some 
light upon the situation as regards the possibility 
that the central hanks of the world miuht safely 
reduce their gold reserves, do you think (apart 
from one’s own opinion) that it is likely that 
they would do so under present conditions of 
novelty and a certain anxiety? Tn fact some of 
them are ready to do so, hut I think it would he 
rather ungrateful to plnv the narf of a prophet 
in this particular matter. I think events would 
force them to that. 

12710. One such possible event being the eat ah 
I i shine nt of a gold currency in Tndia? Quite so. 

12717. An event of that sort which would force 
upon them the reduction of the gold reserve 
below, at. any rate, what they consider to he 
necessary, is not one which would increase the 
general confidence of the world in the gold 
currency system ? — I feel that as things are. at 
present the question of the sizo of the reserve has 

♦'Hie figure, as stated in the memorandum, includes 
1 he industrial consumption of the U .S. A . For 1922 the 
gross IJ.S. A. consumption amounted to $59*8 mill- 
ions ; the net consumption (i.e. new gold) amounted 
to $36 millions. If this relation between gross and 
net consumption held true of the world as a whole 
the net consumption would be in the neighbourhood 
of 60 % of the gross. T.E.G. 
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never been argued scientifically in any way by the 
central banks. I would find it exceedingly 
difficult to say that the present reserves are 
scientifically arrived at in any sort of way. 

12748. They arc arrived at, I suppose, by con- 
siderations partly scientific and partly according 
to the business man’s estimate of the large con 
siderations affecting the political circumstances 
in his own country— the views of the business men 
in control of the central banks of the various 
countries?— Yes; but I think empiricism in such 
matters may be overdone. Tn fact, I think the 
gold reserves of the world in the last ten years 
have hardly played any role at all in the restora- 
tion of sound currency conditions. 

12749. Psychology is also a science, or claims to 
he. Would it be safe to disregard, in establishing 
the gold reserves of the world, any effect that any 
reduction below the present general level held by 
the central banks would have upon the confidence 
of the commercial community, and also on the 
general public in these countries? — Well, T should 
say that you can always keep confidence in the 
currency provided you keep its quantity 
adequately limited. Tlut I would agree. with you 
in saying that if a proposal were suddenly made 
to the central banks that they should cut down 
their reserves, let us say, by one half, within a 
short period of time, that that would probably 
upset the business man, but I am not anticipating 
that the gradual reduction of reserves, and that is 
all that would he necessary, is of that order of 
events. After all, in a generation hence it may bo 
regarded just as normal that the reserve should 
he, say, between 20 per cent, and 80 per cent, as 
before the war it was regarded as normal that it 
should he between 50 per cent, and 60 per cent., 
or 40 per cent, and 50 per cent. 

12750. This is perhaps a course of evolution 
which one may hope for, but it would be some- 
what. imprudent to count, upon as an aid in 
making practical plans at the present, time? — I 
think I would be inclined to sa.v that the cur- 
rencies of the world in recent, years have not been 
based upon gold, in fact. The value of the cur- 
rency has been based upon the limitation of 
quantity, and the gold reserves have hardly 
played any role at. all in maintaining their value, 
nr in maintaining confidence in them. 

12751. There are one or two scattered questions 
which I should like to ask you before I conclude 
my examination-in chief. Do you consider in a 
country like India, where I apprehend you only 
contemplate a small gold circulation in proportion 
to the total circulation ? — Yes. 

12752. that there is any likelihood that, in 

a time of weak exchange the currency returned 
t.o the currency authorities would take the form 
of the cheaper materials, silver and paper ?— You 
mean the gold, once it is out, would never come 
back? 

12753. I will not Bay will never come hack ; but. 
would not the tendency be for the other forms of 
currency to return first? — Well, I think that is 
largely a question of the denomination of the 
actual gold coin. Tf it were a fairly high 
denomination it would be too expensive to hoard 
easily. 

12754. How does the denomination of the gold 
coin affect its movement into hoards? The bigger 
it is, T should have thought, the more convenient 
it is for hoarding?— -But I should also say the 
bigger the coin the more difficult it is to acquire 
it, in the sense that the sacrifice of other things 
which would have to be undergone to get it, 
would be greater. 

12755. Why so? Because T want to lay aside 
100 rupees, Rurely the most convenient form, in 
which I could do so, if there were 100-rupee coins, 
would be by means of the 100-rupee coin?— Cer- 
tainly, I do not deny that. What I meant was 


supposing you could possibly have a one-rupee 
gold coin in circulation, it would be very much 
easier to acquire that and to accumulate a hoard 
of them gradually than it would be to acquire 
the 100-rupee coin. 

12756. The point of my question is this. What 
reliance do you place on the gold in circulation 
as a fortification for the reserves in times of a 
bad monsoon and weak exchange I- Upon that I 
would not like to speak. 1 really do not know. 

12757. That would dei>end too much on Indian 
conditions. Can we say from the experience of 
other countries that it has been found that you 
can count upon gold in circulation aB a reliable 
second line of defence to the banks’ reserve, in 
any practical sense l— Well, of course, you can 
drive gold out of circulation, and it was in fact 
done in this country in the first years of the* 
war by issuing fiduciary paper, but I do not know 
that 1 very much believe in the theory that gold 
in the pockets of the people is very much of u 
reserve if you want it in a hurry. 

12758. In paragraphs 6 to 8, and particularly in 
l» (2), you observe : “If the Government is to get 
rid of silver, let it do so as soon as possible, and 
not disorganise the market for ten years.” I 
am not sure that I understand the content of the 
phrase “ as soon aB possible.” Do you think it 
would bo possible to sell silver on any large 
scale '? Do you think it would be possible to 
adopt a policy, and for it to be known that tho 
policy is adopted, of selling silver on a largo 
scale, however carefully it was to be done, without 
a disorganisation of the silver market?— No; I 
think if the Government of India were to announce 
that it is going to sell silver, it would in any 
case cause a bear movement in the silver market ; 
but I feci that there is some virtue in getting the 
worst of it over in as short a time as possible. 
My own proposals would cut the period down 
from ten years to five years. I am not sure 
whether it would not be better to try and get rid 
of some 90 crorcs within a shorter period of time 
than that. It might be better to cause a very 
considerable fall in the price of silver immed- 
iately, rather than cause a sagging price of silver 
over as long a period as 10 years. 

12759. It would be a question of a choice of 
evils? Certainly. 

12760. But on the whole, you think that with 
a swift and greater blow the evil might be less 
than with a longer but less severe series of blows ? 

Yes ; because 1 think the market would recover 
sooner from a heavy blow given once and for all 
than from a continuous series of blows. 

12761. But in some form or other in your view a 
disturbance of the silver market is not to be 
avoided, if you adopt this policy? Not if you 
adopt this policy. 

12762. Finally I understand your proposal is 
that tho future increments of currency should be 
in the form either of gold coin, or of gold certifi- 
cates against gold coin ?-— I do not know whether 
you arc referring to the scheme in paragraph 10? 

12763. Yes. We now come hack to the final point 
of your proposals ? — That is merely a proposal I 
have put forward, which I do not myself adhere 
to very strongly, to suggest that it would be 
possible, in the interim period of five years, 
gradually to transfer the. note circulation from 
the Government to the Imperial Bank; but I 
would not suggest that in those five years t:he 
Imperial Bank would have the right to issue 
fiduciary currency in any way. It would merely 
have the right to issue gold certificates. 

12764. I want to see how ,in consistency with you 1 ’ 
proposals, you get over a small practical diffi- 
culty, whidh is this. The great need, in the 
Indian currency is for small change for many 
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small payments. How do you provide the addi- 
tional small currency in sufficiently small units 
for the Indian requirements, on your suggestion 
that the increment of currency is to come in the 
form of gold or gold certificates l -I do not think 
this scheme is intended to touch that point at all. 

1 was only thinking of large gold notes, or large 
gold certificates. The small payments would con- 
tinue to he made in silver rupees. 

12765. But you want more silver rupees year hy 
year, or at any rate you want more small change, 
for what we may call the characteristic Indian 
small payments?— I quite follow that; but I feel 
that until the convertibility of gold fiduciary 
currency into gold is actually declared, there must 
he some limitation. If you ask me where the 
silver is to come from, that is another matter. 

* 12766. It is small change or small currency note, 

not necessarily small silver ! 1 am not quite 
sure whether you refer to amounts under one 
rupee ? 

12767. No, amounts for which a gold coin 
could be issued? -Well, if the arguments of the 
proposed scheme are at all accurate, there must 
he a certain number of silver rupees in hoards. 

1 suggest if you do not issue further silver from 
the Mint, or from the Government Department, 
the silver will come out of the hoards. 

1 2708. And ho substituted hy further gold? 
No; he spent. 

12760. If people want to keep a store of value, 

1 suppose they would continue to keep a store 
of value? -Then you are automatically cutting 
down the demand for currency. If there is a 
real additional demand for currency, and you do 
not satisfy it, as T suggest you should not,, by 
increasing the total volume of currency, then for 
the Lime being currency will come out of the 
hoards, because its value will rise; that is to say, 
the Indian price level temporarily will fall. 

12770. You would rely upon this tendency to 
force the hoards hack into circulation to supply 
notes of less than the gold notes which the country 
requires? Yes: subject to the fact that I believe 
that no great harm would he done if additional 
currency were issued during the crop moving 
season on the present lines. 

12771. Subject to what you have told us about 
the issue nf seasonal currency? -Yes. 

12772. (Sir Jinny Strakoseh.) You said it 
makes no difference whether gold or notes are in 
circulation? Does it not make a difference in 
the matter of economy? Yes. I would say that 
a paper circulation, so far as these small 
denominations are concerned, iB more expensive 
than a gold circulation would he. I do not know 
whether that is w r hat you intended to ask me? 

12773. No. T wanted to get at the point what 
system of currency is more advantageous to a 
country: a gold standard with gold in circula- 
tion; or a gold standard without gold being in 
circulation; or a gold exchange standard?— If 
you had no notes in circulation of any size, and 
you had the gold standard in the sense that the 
entire circulation of high denominations consisted 
of gold, that would he less economical than the 
gold standard with considerable quantities of 
paper or the gold exchange standard. 

12774. We have been told that the probable cost 
of introducing a gold currency in Tridin would 
amount to something in the neighbourhood of 
three crores a year additional charges, which 
would fall on the Budget ?— Yes. 

12775. That is a material item, is it not ?— That 
is about 90,000,000 shillings -£4,500,000 a year. 

12776. You said that the advantage of the gold 
standard for Tndia lies mainly in satisfying pub- 
lic sentiment. Is that the main advantage you 
«ee in the gold standard ?— Well, perhaps you will 


allow me to elaborate that a little? I think 
there iB no question at all that it is possible 
completely to satisfy the strict currency demands 
of a country and satisfy strict currency condi- 
tions in a country by the gold exchange standard. 
About that I have no hesitation at all. I do feel 
in currency matters that sentiment plays a very 
important part; and if there were no other ob- 
jections, the country should have the currency 
that its people want. 

12777. Even though it is more expensive and 
even though there iB the danger of upsetting 
their standard? No, 1 do not. quite say that. 

I said that if there arc no other objections 1 
think the question nf expense to the country 
itself is a question which the inhabitants of that 
country will have to settle for themselves. I 
think at the moment, upon the issue that the 
introduction for instance of a gold standard into 
India might upset the standard, that there is no 
very grave danger of that happening. 

1277H. With regard to the sufficiency of the 
gold supply, there arc some authorities who 
strongly hob! that the gold supply of the future 
will not be sufficient to keep pace with the 
economic, development of the world. 1 have seen 
figures from an eminent authority to show that 
during the next ten years it is probable that the 
gold supply for monetary purposes will be short 
hy a matter of 55 per cent, of the actual needs 
to keep pace with the economic development of 
the world. Your remedy would he for the central 
banks to reduce their reserve ratios. That is 
very largely a psychological factor, is it not?- 
Yes. 

12779. It depends upon public sentiment- per- 
mitting such n thing. You agree to that?— Yes, I 
would agree. 

12780. Tf hy any chance public sentiment were 
not to permit it, what would be the consequences? 

Assuming that, it would be impossible for the 
central banks as a whole to reduce their reserves 
iti consequence of assumed psychological objec- 
tions, then if additional demands for gold were 
made in other countries, either the price level 
would fall or the industrial consumption nf gold 
would fall. 

12781. Which is more likely? Will the indus- 
trial consumption fall or the gold available for 
monetary purposes? Well, I feel that industrial 
consumption since 1896 has gone up very largely 
because gold has fallen in value. I think a 
fall in the value nf gold would increase indus- 
trial consumption at once. 

127S2. If the past records show that industrial 
consumption has been a pretty steady one over 
a course of years, docs it not suggest that if there 
was a deficiency in the gold supply it. would fall 
mainly upon the monetary gold? -Well, on the 
assumption that the industrial demand for gold 
is inelastic, that it does not vary with the value 
of gold, then certainly it w r ou!d fall on the price 
level. 

12783. The figures from the year 1894 to the 
present day show a very steady percentage of 
absorption for industrial purposes and that flue 
tuation took place in the gold available for 
monetary purposes? -May I just add one thing 
to wlmt 1 have been saying? If the percentage 
consumption of the actual output has remained 
steady that means that the absolute consumption 
of gold has been going up for industrial purposes. 

12784. It has been going up f— And consequently 
the fall in the value of the gold has affected its 
consumption somewhat. 

12785. Yes, to some extent, though not very 
materially because the gold production has not 
varied to a great extent. You Bay in para- 
graph 5 that a demand for gold for India might 
conceivably lead to the banking authorities in 
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I.h is country taking fright and applying the or- 
thodox measures ?— Well, perhaps 1 would not go 
so far as to say that the hanking authorities 
would get into a panic. What 1 did imply by 
the phrase create alarm in the London market ” 
was that the outer market would argue that any 
drain of gold from the bank for India would 
mean higher bank rates for sonic considerable 
period of time perhaps, and that would create 
alarm, not in the sense of creating alarm as to 
the future stability of tho English currency, but 
apprehension as to the future course on money 
i ates. 

12786. I appreciate that, but: if that set of 
circumstances arose the effect would be of the 
bank rate being raised and prices being lowered 
with their rial oral repercussions on other coun- 
tries. It would, in fact, be a fight of the central 
banks to retain their gold if that tendency exists 
and we have to take into account popular senti- 
ment. If that, tendency exists, the raising of the 
bank rate and the lowering of prices here would 
be followed immediately, or very soon, by other 
countries doing the same thing, and would not 
the end effect be to appreciate the purchasing 
power of gold, that is to say, cause a fall in 
commodity prices'! - 1 should say to that: if the 
bank rate were to rise considerably above New 
York re discount rate, that the Federal reserve 
system i would, if anything, welcome a loss of 
gold to the London market, because its reserve 
percentage is so high that, in fact, it has great 
difficulty in preventing the expansion of cur- 
rency in the United States outrunning its 
powers to control it. 

127s7. Hut if the Federal reserve banks felt 
that the drain might affect their own credit struc- 
ture they would apply the screw as well as they 
do over hero? Undoubtedly, but 1 feel with a 
reserve of between 68 and 70 per cent, that it 
is going to take a long time before the Federal 
reserve system is going to feel any apprehension 
about tho loss of gold. 

12788. Will you toll us your views with regard 
to the statement that has been made in several 
quarters that the economic progress of America 
is such as to absorb the present redundant gold 
holding within a period of 10 to 16 years. Have 
you any views on that. ?— No, I have no views on 
that. As you probably know, .the Federal Re- 
serve Bulletin publishes a statement of money in 
the United States at periodical times, which 
seems to show that the aggregate demand of cur- 
rency per heau of the population is in the neigh- 
bourhood of 10 dollars per head, so that the 
aggregate amount for currency in 10 or 15 years 
would in effect depend upon the growth of popu- 
lation in the United States. I have not really 
made any estimate of what the population of 
America is going to be. 

12780. Would that depend entirely on the 
growth of population? Well, if anything. 

12700. Or, would it not rather depend on the 
total volume of production in the country?- I 
think possibly that if the rate of American pro- 
duction were to rise very considerably in the 
uext 20* years the demand per head might go up, 
but I should counter that hy the suggestion that 
the growth of banking in the United States, if 
anything, is likely to lower the demand for coin 
per head of the population so as to be not a 
demand for coin so much, but a demand for bank- 
currency. 

12791. When Germany adopted the gold stand- 
ard in 1871 could you tell us the repercussions 
that had upon the world’s gold prices -first of 
all on prices in Germany, and then on world 
prices? — In Germany, the situation was very con- 
fused as you know, owing to the boom years 1871 


to 1873, and German prices rose quite consider- 
ably in those years, and then fell quite con- 
siderably afterwards. There was, in fact, a very 
sharp exchange crisis in the year 1873 itself. The 
new gold which had been acquired at great cost 
by the German Treasury started floating out in 
1873. The world priceB started falling from 
about 1873, or the year after 1873, and continued 
to fall until about 1897. 

12792. Did that fall coincide with a diminu- 
tion of gold production ?— This is the great 
historical controversy of the 19bh century. 1 am 
not sure that the actual output of gold fell. 1 
do not remember what the statistics of gold pro- 
duction actually were. Of course there was a 
very largely increased demand for gold. 

12793. 1 give you the figures. The value of gold 
production in the quinquennium to 1874 was 120 
million sterling, and it rose in the quinquennium 
to 1894 to 151 millions, yet commodity prices, 
according to the data which 1 have before me, 
fell from 100 in the ten-year period of 1867-1877 
to 60 9 in tho year 1896, and that in spite of an 
increase of the gold production by something like 
25 per cent. 1 am asking you that question 
because you seem to brush aside rather lightly 
the contention of some authorities, at any rate, 
that economy in the use of gold is desirable if 
tho present gold price level is to be maintained. 
Do you not agree that, having regard to the past 
experience and the prospects so far aB one can 
see them, note has to be taken of these circum- 
stances if the stability of tlte purchasing power 
of gold is to be maintained ? -I should of course 
not want anybody to disregard tho experiences of 
the 19th century, but I should also feel inclined 
to say that the conditions in the quarter of the 
century between 1875 and 1900 are really so far 
as currency theory is concerned very different 
from those of the present day. During that 
quarter of a century you did have an actual transi- 
tion of the greater part of the European continent 
and of the United States and of various South 
American countries to the gold standard. That 
transition absorbed more gold than the transition 
of a single country to the gold standard would 
involve now. Moreover, it was the period when 
the superstition that central banks required 
immense quantities of gold was at its height and 
the transition, let ine say, from tho silver standard 
to the gold standard could have been accomplished 
with a very much smaller reduction of the price 
level if the central banks had not been bo keen on 
accumulating a very large reserve which they 
never used. 

12794. Do you agree that economic progress 
during that period was far slower than it is 
to-day? No; I would not agree to that. I would 
rather say the rate of progress was considerably 
greater. 

12795. Would it be true to say that, if it were 
to happen that gold did appreciate and prices 
were to fall, it would have a serious repercussion 
on all countries, including India?— I do not know 
that I should like to commit myself to the state- 
ment that a long- period rise in the value of gold 
is serious because I would argue, quite apart 
from the question of gold production, supposing 
that were absolutely steady, an increase in world 
production would drive prices down. 

12796. Is not that within the command of the 
currency authorities?—! would admit if you 
wanted to do so at the present time it would 
be possible, assuming certain currency arrange- 
ments, to keep the price level absolutely steady. 

12797. Is not that the aim of all monetary 
policy, to keep prices stable?— I should feel 
inclined to Bay that some currency authorities in 
arguing for the stability of the price level have 
rather overlooked the point that in stabilising 
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the price level sonic mechanism has to be devised 
to give the consumer the benefit of lower prices 
which increased production brings about. 

12708. You do not agree, therefore, with the 
resolution of the Genoa Conference that it is 
advisable to aim at stabilising the purchasing 
power of gold'/ — I agree with them so far that 
an abrupt and considerable variation in the pur- 
chasing power of gold in cither direction in short 
periods of time ought to be avoided; but 1 do 
not know that I would bo prepared to accept the 
view that a long period of gradual fall in the 
price level and rise in the value of gold would be 
a disaster to the world. 

12799. Coming to your proposals, L gather that 
you propose preparing for the introduction of a 
gold currency by the method of issuing, during 
the five years that would have to elapse, notes 
only in exchange for 100 per cent, of gold. That 
is the method by which you wish to fortify the 
gold position in India which would finally lead, 
after the lapse of five years, to introducing a gold 
currency? Well, I might say, firstly, that 1 do 
not attach very great weight to my suggestion of 
five years. 1 certainly disagree with the pro 
posed scheme that the transition period should be 
as long as ten years, but 1 am quite prepared to 
contemplate the suggestion that it ought to be less 
than five years. 

12800. 13ut what I want to get at is this. What 
provision are you making to satisfy a possible 
demand for gold corn in substitution for other 
forms of currency in India? 1 am not quite 
sure that 1 follow you. 

12801. You will have seen that there ure at 
preseii t estimated to he in circulation, or rather 
in issue in India, a matter of 350 to 100 crores of 
rupee coin, and in addition to that there is a 
note circulation of UK) crores; so that the total 
monetary circulation, roughly speaking, is GOO 
crores ? -Yes. 

12802. It has been stated in evidence that the 
possibility is not to be ignored that some of those 
forms of money might be changed into gold; for 
instance, the hoards which have been estimated 
at something like 200 to 250 crores of silver 
rupees might be exchanged for gold. How do you 
propose to provide for such a contingency ? — 1 
propose to provide for it by taking care that it 
should not happen, if 1 may put it in that way. 

12803. How can you take care that it should 
not happen if the public fancies that gold is a 
more desirable form of money than silver or the 
note? -I should like in go back, if 1 may, to an 
answer that l gave to the Chairman, who asked 
me whether l ought not to make provision for an 
increase in the small currency of India which he 
estimated at an increment of 20 crores per 
annum. 1 should say that 1 would avoid the 
danger of a sudden pressure on the gold reserve 
of the Indian Government coming about by 
deliberately not creating further fiduciary 
currency and dragging these 200 or 250 crores of 
rupees out of the hoards in the transition period. 

12804. Let us take five years, and let us suppose 
that the total absorption of fresh currency yearly 
is 20 crores. That giveB us 100 crores. 100 crores 
of rupees would come out of the hoards and would 
become money? — Yos. 

12805. What are you going to do about the rest 
in ease the public prefers to hold gold coin rather 
than rupee coin and notes ? — Well, I do not know 
what I should do. 

12806. Can you conceive a proposal. being put 
into operation without having provided for a 
contingency which is by no means unlikely ? You 
have accepted some of the figures of the official 
witnesses in India, and you will remember that 
the official witnesses in India have told us that 
there are probably 200 crores of silver rupees at 


present in hoards? — Well, I have already, in my 
statement of evidence, tried to reduce the danger 
of a simultaneous presentation of all the hoarded 
rupees by Idling them retain their full legal 
tender capacity. Reyond that point 1 do not 
think anything can be done. I do not see that 
you can possibly accumulate in a short period of 
time enough gold to meet the hoarded rupees, 
assuming they are jib large in volume as you say 
that they are. 

12807. I appreciate the suggestion that the 
rupee should not be dethroned but should retain 
its full legal tender right to reduce the danger; 
but does it avoid it? Tt does not avoid it 
absolutely, but, of course, every transition from 
one currency standard to another docs involve 
some dangers. 

12808. I do not know whether you me aware of 
the fact that in recent years the rupee holding 
in the paper currency reserve has steadily 
increased, and that one authority in India sug- 
gested a suggestion which appeals to one that 
the increase in the holding of rupee coin is due 
to a gradual substitution of gold for silver rupees 
in tho hoards. Would you, in these circum- 
stances, regard the danger as negligible of further 
hoards coming out and being converted into gold ? 

T would not regard it as absolutely chimerical 
- of course not- but the only question is whether 
the volume of rupees in the hoards is really as 
large as is assumed. If there is really a demand 
for an additional 20 crores of rupees for currency 
purposes, it does seem to me doubtful whether the 
size of the silver hoards can really be as large as 
they are assumed to be. 

12800. Would you ignore entirely the possibility 
of notes being converted into gold, the present 
note circulation being 190 crores?- 1 would not 
regard that as being an absolute uncertainty. Of 
course, I would he prepared to say that if 
everybody in India, as booh as the gold standard 
is introduced, is going to exchange every other 
form of currency into gold, you cannot possibly 
work the gold standard. That is admitted. The 
only question is whether that is a reasonable pro 
supposition to make that tht?y will si i i f fr from 
everything into gold. Even if they did, T should 
like to point out a country like India cannot 
carry on without any currency. 

12810. Hut the position would not be changed. 
You are simply substituting one form of cur- 
rency for another. You are suhstitul ing gold 
currency for token currency? May 1 point out. 
ihat my suggestion was that for the first five 
years the smallest gold coin would he a 20-rupee 
coin. The greater mass of payments in India 
are, I presume, for amounts less than 20 rupees, 
and consequently it would Iks impossible for India 
in any case to carry on transactions on the 
present volume without the maintenance of prac- 
tically the existing stocks of silver and small 
rupee notes. 

12811. Tn other words, you suggest that the 
rupees at present, in hoards would all be needed 
to supply the country with small change? I 
would suggest that if the Indian Government 
starves the circulation of new small change., 
including all currency under the smallest gold 
coin, the gap in the circulation would have to be 
filled by silver coming out. of hoards, and that if 
it were anticipated that the hoards were really 
larger than one has, without special knowledge, 
reason to believe, all that would be necessary 
would be to postpone the date on which the gold 
standard was introduced. 

12812. Do you think that would be a good thing, 
having announced that in three or five ye&rs you 
were going to take up specie payments, to then 
revoke it ?— Certainly not. Tf it is really sup 
posed that the probabilities are that as much as 
200 or 250 crores are hoarded, and that the whole 
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of those hoards would he poured out on to the 
Government's head at once, then I should revert 
to the original proposal in the proposed scheme, 
and only introduce full convertibility at the end 
of 10 years, because at the end of 10 years your 
silver hoards would have disappeared owing to 
the growth in the demand for Bmall change 
circulation. 

12813. Was 1 right when I said that the only 
provision under your plan, which you arc making 
for tho possibility of conversion of notes and 
rupee hoards is tne gold which you hope to get 
by restricting the issue of notes against gold of 
100 per cent, covert No. My proposal is that in 
any event the Government of India should sell 
enough silver to bring up the existing reserve in 
the paper currency department to the minimum 
requirements under the now scheme. 


12814. You suggested that the method employed 
by Germany of selling gradually, and the pro- 
posal put forward by the official witnesses of 
selling silver gradually, is not a good one, and 
that it ought to be sold immediately. Docs not 
that depend upon the capacity of the world for 
the absorption of silver ?— -Undoubtedly, and one 
of tho reasons why I propose the scheme which 
I actually do is that the quantity of Bilver to 
he sold would therefore be cut down, and the 
possibility of rapid sale would therefore be in- 
creased. 

12815. But supposing that silver were to come 
in in large quantities in substitution for gold: 
how would you proceed? Let us suppose there 
are 100 crorc of silver rupees coining in, and that 
gold is demanded in exchange for it. Obviously, 
unless you contract a loan, you have to sell your 
silver. The question is, can you sell 100 crore of 
rupees of silver, remembering that the total an- 
nual consumption of silver at the present moment 
is in the neighbourhood of 240 million ounces, 
at which the price remains stable. If you add 
to that something like 40 per cent., ran you hope 
to sell that silver? — You cannot hope to sell it 
without depressing the price of silver and losing 
on it. 

12810. And if you do depress the price of silver, 
what reactions will that have on silver-using 
countiies such as China and the East generally? 
Would that not seriously disturb their price level 

raising prices there and impeding the trade 
of India with those countries? Th.-ii depends 
on how the thing would work out. If we take the 
case of China, I should sav that, if the world 
price of silver fell, Chinese prices would not 
necessarily alter if the rate of exchange between 
China and gold using countries adjusts itself 
to the lower value of silver. 


12817. You do not think, therefore, that this 
adjustment will cause a disturbance in trade?- 
Every considerable drop in the value of the 
precious metals in terms of the other metal for 
the time being of course causes a certain amount 
of difficulty. T would not dispute that for a 
moment ; hut f doubt whether it would be as 
serious a factor in international trade as perhaps 
the 19th century thought. 

12818. Not even for Tndia which trades largely 
with silver-using countries?— I think it depends 
entirely on how rapidly prices and exchange be- 
tween silver-using countries and gold-using 
countries would adjust, themselves to the new 
position of silver. 


12819. Can you ignore the effect, upon the 
savings of India in the form of silver, which 
have been variously estimated, hut which I be- 
lieve are something in the neighbourhood of 60C 
crore of silver or possibly more? Do you not 
think it would have a detrimental effect upon the 
internal economy of India if its chief store of 
wealth is heavily depreciated 1-1 n so far as the 


Indian hoarding has taken the form merely of the 
hoarding of silver ornaments, bangles and so 
on, no immediate danger to the Government of 
India will arise. The danger to the Government 
simply arises from the presentation of the actual 
rupee coin, and not of silver. 1 would agree 
that a very serious fall in the world value of 
silver would, of course, inflict Bcvere Iobs upon 
the holders of silver on a large scale. That is 
why I desire to do everything I can not to throw 
great masses of silver out of circulation in India. 

12820 (Sir Reginald Mant.) In your estimate of 
the future gold requirements of the world you 
have pointed out that currency conditions to-day 
have completely altered, and that there is little 
gold now in circulation. Do you anticipate that 
that will be a permanent feature of the future 
currency of the world ? — Yob. I see no reason to 
suppose that gold is really more convenient as 
a means of circulation than paper money which 
is convertible into gold. In fact T do not believe 
that the populations of countries like England 
and the United States will go hack to the use 
of the gold coin. 

12821. What about the countries on the Con- 
tinent of Europe ? Some of those countries at 
any rate, even in pre-war days, although they 
had the opportunity of acquiring gold coin on 
demand, did not in fact use it. Tho most 
striking case, of course, is Austria, where the 
Austrian National Bank tried in fact to put gold 
coin into circulation and* found that people 
preferred Austro-IIungarian bank notes. 

12822. Do you think they will not use gold 
because they have found that paper is a more 
economical and convenient form of currency ?- 
I do not know whether, from the standpoint of 
the average user of currency, the question of 
economy would enter into it. I think it is cer- 
tainly more convenient; that is to say, the 
ordinary person finds ho is not as likely to lose 
a pocket book containing Treasury notes as he 
is to lose individual sovereigns; and also he can 
carry a larger quantity in a smaller bulk. 

12823. But the policy of the Governments would 
be guided by considerations of economy, would 
it not? — If you ask me on the question of 
economy, then, I think, from the national stand- 
point, there is no economy in this sense ' that if 
the total paper currency were backed to 100 per 
cent, by gold that particular type of currency 
would bo more expensive than an ordinary gold 
currency, because you would have to keep the 
gold coin in case your notes were presented for 
conversion, and you would have all the expense 
of the management of the paper currency as well. 

If you have a paper currency with only a part 
reserve, that is more economical than a gold 
currency with no paper at all. 

12824. Does any country have its paper currency 
Licked entirely by gold? — There is in circulation 
m the United States a particular form of note 
known as tho Gold Certificate, and that is fully 
backed by gold. 

12825. That is part of the currency? — Yes. 

12826. But not the whole of tho paper currency ? 

. No. You have the Federal Reserve Note which 
is hacked to about 68 per cent, by gold, and you 
have the United States green backs which are 
not covered by gold at all. 

12827. And the European currencies? — I do not 
think anywhere on the Continent you have a gold 
certificate; they simply could not afford it. 

12828. And they are not likely to have a paper 
currency full hacked by gold ? — I should say it is 
most unlikely. 

12829. So that considerations of economy do 
and will come in? — Certainly. When you asked 
nie originally about economy I was looking at it 
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from the standpoint of the individuals to whom 
considerations of economy do not appeal as much 
as they do to the actual managers of the 
Currency. The individual considers convenience 
rather than economy, 1 fancy. 

12830. Does not he consider the economy in his 
capacity as a taxpayer ?— I do not want to over- 
rationalise the ordinary individual in currency 
matters, 1 think he takes things very much as 
they are. 

12831. You consider that the inclination of the 
individual should be the determining factor in 
the policy of the Government— that it should de- 
termine the policy of the -Government in deciding 
on the nature of the currency ?— Other things 
being equal, yes ; that is to say, if there were in 
this country an overwhelming desire to return to 
the actual use of sovereigns, 1 think, unless there 
were* very grave economic difficulties in the way 
it ought to be done. 

12832. You recommend the retirement of all 
notes below 10 rupees. What exactly is the object 
of that recommendation ?— The object of that 
recommendation is to meet the objection that the 
introduction of the gold standard into India 
would involve the immediate large sales of quanti- 
ties of silver, which would depress the silver 
market and cause a panic. One of the ways in 
which part of the existing stock of 00 crores can 
be used is to reduce the volume of the Note issue 
under 10 rupees, and allow silver to circulate in 
its place— a policy which, as regards the smallest 
Notes, the Government of India is already carry 
ingout. They are retiring the one-rupee Note. 

12833. Do not you think it is desirable to foster 
the Note circulation in India and to increase it 
as much as possible? — I do not know that it is 
very desirable to encourage the use of very Bin all 
Notes because they aro bo expensive to maintain 
from the standpoint of the issuer. I think the 
use of Notes over 20 rupees convertible into gold 
on demand should he encouraged, hut I see no 
very great reason to encourage the ubc of small 
Notes. ' 

12834. What about five-rupee Notes?— I should 
feel inclined to say that up to five rupees silver 
is just as convenient as gold, including a five 
rupee piece. In any case the cost to the Govern- 
ment of the Bmall Notes is out of proportion, T 
should argue, to their convenience to the public. 

12835. There were some estimates made out of 
the comparative cost of rupees and one-rupee 
Notes. The figures were not very reliable, and 
it is perhaps an open question which is the more 
economical, but 1 have never heard it suggested 
that five-rupee Notes were not cheaper than silver 
rupees?— It all depends on how you interpret 
that phrase. I was not suggesting that to print 
a five-rupee Note cost as much as the silver content 
of five rupees. I merely suggest that if you have 
a stock of fiverupee pieces, the alternative to 
UBing them as currency being to sell them at a 
loss and maintain in circulation five-rupee Notes 
as well, then it is better to withdraw the Notes 
and circulate the coin. 

12836. In the present temporary circumstances 
of India?— Yes. I am bound to say I do not 
very much believe in the circulation of Notes 
of a smaller denomination than five rupees. 

12837. It has been represented to us that the 
circulation of small Notes accustoms people to 
the use of Notes and leads to the greater use of 
Notes of a larger denomination. What is your 
view about that?— I think there may be something 
in that. I do not know. I always feel impressed 
hy the fact that the English 10*. note is always 
very dirty and torn, ahd it is rather an in- 
convenient note to use for the purpose. But there 
*nay be something in the idea that the use of 
small Notes encourages people to use larger ones. 

(H. 19B8) 


12838. We have been given statistics from India 
to show that the use of the one-rupee Note 
actually stimulated the use of ten-rupee Notes? — 
L do not know whether those statistics were drawn 
from the war period. I should be rather sceptical 
about applying war arguments to the post-war 
period, because Government found it rather diffi- 
cult to maintain a silver rupee circulation during 
the war, and people probably had no alternative 
except to accept what they could get. 

12839. That was not the tenor of the evidence 
we got? — I am not disputing the evidence. 1 
merely Bay I remain rather unconvinced that 
it is absolutely necessary to liiuintaiu, even for 
educative purposes, a Note as small as five rupees. 

12840. You told the Chairman that you had 
accepted the estimate given from India of 
100 millions of gold as the amount required to 
introduce the gold standard? I said I accepted 
(hat as the official figure of the amount of gold 
required under the proposed scheme. 1 do not 
myself regard J00 millions in the next ten years 
as necessary for the introduction of the gold 
standard. 

12841. You consider that figure excessive? — 1 
consider it excessive, yes. 

12842. Would not your scheme of forcing all 
future additions to the currency to he made in 
gold, increase the gold requirements? 1 am sorry. 
1 did not want to convey the impression that 1 
want all future additions to the currency to he 
made in the form of gold. All I suggest is that 
in the transition period 

12843. I mean in the transition period? For 
a period which ought not to exceed live years, hut 
Sir Henry Strakosch pushed me so hard on the 
question of the silver hoards that I suggest that 
in the interim period prohahjy the quantity of 
gold which may be imported into India to fill 
up the gap is not as large as T thought it won lit 
he. The quantity of gold would he even lower 
than I suggest if it is true that there are 200 to 
250 crores of rupees in hoards. 

12844. How would that reduce the amount of 
gold required? — Because T regard India, as every 
other country, as requiring a certain annual 
increment of currency if trade and population 
expand. If you restricted the existing volume of 
currency in the way I suggest, the only increment 
would be provided partly out of hoards and 
partly out of an additional tender of gold to 
India. You restrict the fiduciary issue and allow 
any gap in the circulation to he met either by 
the coinage of gold coins (which I do not- restrict 
in any way) or by the tender of gold against 
fiduciary currency. The only way under my 
scheme in which in fact the total circulation 
could increase is by the coinage of gold pieces. 
That is my scheme. I have been told that, in fact 
the total volume of rupees not in circulation hut 
in hoards is much larger than I had assumed. 
Tt is as much as 200 to 250 crores. So 1 would 
suggest, if you were to starve the circulation hy 
not issuing any more fiduciary circulation, that 
the inciease in the currency duo to a normal 
increase of trade and of population would be 
met partly by the coinage of gold pieces and 
partly by the re-emergence from hoardB of hoarded 
silver. 

12845. The gold pieces would have to be provided 
hy imports of gold?— Yes. 

12846. And that would increase your gold re- 
quirements ?— To the extent that they were 
necessary. 

12847. The silver coming out of hoards would 
not in any way reduce the amount of gold 
required ?— There I differ. I feel the total de- 
mand for currency in the country, oven when its 
trade and population is expanding, is not in- 
definite, and consequently if you increase not 

L 
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the absolute figures of the currency but that, 
portion of the currency which is actually used 
as such within u given period of time, you do 
reduce the quantity of other currency that you 
want; that is to say, if the demands of trade 
and population in India are met by currency 
which is now hoarded and playing no part in the 
actual transfer of goods and services coining out 
and playing a part, (he requirement of gold 
would be ipso facto diminished. 

12848. Hilt if gold is required to take the place 
of that currency to enable it to come out, how 
c]ocb that reduce your requirements of gold] — 1 
do not believe that gold would be required to 
bring the currency out. 

12849. What do you think would happen to the 
hoards ? What would the holders of them put in 
instead of silver /- 1 would suggest that if you 
were strictly to limit the new currency issued 
by the Government of India itself you could 
squeeze the hoards a little hit. People would in 
fact fall hack on the hoards if they could not 
get currency elsewhere. 

12850. You mean the size of the hoards would 
be reduced ?- -Certai n ly . 

12851. lly forcing up the value of the rupee / — 
Certainly. 

12852. And cither lowering prices or forcing up 
exchange? — If jou forced up exchange you would 
have some gold coining in, of course. 

1285.1. If you contract the currency to the extent 
that you force it out of hoards, you must surely 
cither lower the prices and force up exchange, 
or bring in gold to raise the currency to the 
level required to keep prices stable /- -Certainly. 
1 have never denied that my scheme involves the 
possibility of prices falling in India enough 
either to bring the currency out of hoards or to 
attract gold. In fact, that is the essence of my 
scheme. 

12854. What [ am trying to get at is how the 
existence of these hoards, and the forcing of 
silver out of hoards, would in any way reduce 
the requirements of gold, because if you put a 
scarcity value on the present currency you must 
either force up exchange or let gold come in to 
restore the volume of the currency ? — May I put 
it in this way. Supposing you keep the existing 
volume of Notes, plus silver rupees, fixed: there 
is then in consequence of the normal growth 
of population and trade in India an increased 
demand for currency. If there arc no silver 
rupees in hoards at all, exchange will rise to 
gold import point. Cold will be presented to the 
Mints, and 20-rupee gold pieces will be in circu- 
lation. That is one alternative. The other 
alternative is that the quantity of silver in 
hoards is very much larger than 1 anticipated. 
In that case, since the population is actually 
demanding n larger quantity of media of* 
exchange in the shape of coin under 20 rupees 
(because the mass of payments is under 20 rupees) 
that will bring silver out of hoards. 

12855. Without replacement /—Without replace- 
ment, and the increase in the total effective circu- 
lation as distinct, from the total volume of rupees 
in existence will, by satisfying the Indian demand 
for currency, reduce the total quantity of gold 
imported during the same period of time. 

12856. Why do you say that the rupees would 
come out without replacement? — Suppose I have 
a hoard of a lakh of rupees ■ -100,000 rupees— and 
other people want small change, and want those 
rupees. I would not give them those rupees out 
of my hoard without putting something in in 
their place? -Of course it does not work quite 
in that way. 

12857. I want to reduce it to the simplest terms 
in order to follow out your argument? — I should 
be inclined to argue that if there was a shortage 
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of currency in India some prices would fall, 
including the prices of certain goods and the 
prices of certain services, and that under those 
circumstances it might pay individuals better, 
who possess a store of rupees, temporarily to 
withhold the sale of their goods and instead put 
into circulation some of their hoarded Notes. 
After all, if the prices of certain things in India 
do fall, that is equivalent to saying that silver 
rupees have a higher purchasing power. 

12858. Then we come back to the same point, do 
we not? If you contract your currency and force 
down prices you will either force up exchange or 
force imports of gold? — 1 am not in the least 
denying that you might not have both events 
taking place at the same time. You might have 
a slight fall of Indian prices, silver coming out 
of hoards, and at the same time a margin of gold 
being imported. I do not exclude that; but I 
would say that the degree to which the new supply 
of media of circulation is composed of gold or 
of silver depends partly upon how much silver 
there is in hoards and how much of the hoards 
would come out. 

12859. I will not trouble you further on that 
point. In paragraph 9 you contemplate, I under- 
stand, selling off the whole of the surplus rupees 
in the currency reserve after providing for the 
retirement of the small Notes? — Not entirely. I 
make the suggestion, either in that paragraph or 
in the previous one, that a certain quantity of 
silver would always have to be maintained by 
the Currency Department, and that only the 
difference between the silver required to replace 
small Notes, and the silver required permanently 
—say 20 crorcs of rupees — should be sold. I say 
50 crorcs within the next five years. I have 
allowed 20 crores for the small Notes plus another 
20 crorcs for conversion purposes for the higher 
denomination of Notes. 

12800. You allow 20 crores for that? — I allow 
40 altogether from the 90 which would not have 
to bo sold. 

12861. It was suggested by some witnesses that 
20 crores was too small a figure; hut I will not 
trouble you with that point?— I should be ver* 
glad to near that it was. I am very anxious to 
avoid upsetting the silver market. 

12862. {Sir Reginald Maul.) It has been 
suggested that we ought to keep a minimum of 
40 crores. 

1286.1. (Sir Purshotamdas Thahurdas.) In the 
latter part of paragraph 1 of your memor- 
andum you give three reasons why you recom- 
mend a gold standard for India. The first of 
these has been called a sentimental reason. I do 
not know whether that has for its basis the fact 
that as gold standard would meet the wishes of 
the people of India it would inspire greater 
confidence on their part in the currency system 
of the Government of India? — I based my opinion 
partly on the fact that such Indian literature 
as I have read on this question has constantly 
harked back to the Fowler Committee and its 
recommendations for a gold standard; partly 
upon press cuttings of the Indian evidence given 
before this present Commission in India iteelf, 
and partly upon what I have regarded as a fairly 
notorious fact, namely, that in fact Indian public 
opinion did demand the gold standard. I am 
not in a position to say that Indian public 
sentiment does demand the gold standard, but 
I take it as a fact. 

12864. You recommend compliance with it 
because that compliance would inspire greater 
confidence on the part of the people in the 
currency system of India? — I do not know that 
in fact confidence in a currency is really de* 
pendent, in the long run, on the form which that 
currency takes, but rather upon die stability in 
its value. I diould not myaelf argue that on# 
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ought to introduce the gold standard because in 
the long run Indian public opinion would have 
greater confidence in it thafi it would have in the 
gold exchange standard. I would argue the case 
on the ground that Indian public opinion does 
in fact want, and that, as far aB one can sco t no 
very great Gangers would arise anywhere from 
the introduction of the gold standard. 

12866. You attach so much importance to com- 
pliance with the wishes of the people in this 
matter that, irrespective of the reason behind it, 
if it did not do any harm you would fall in with 
their wishes? — Yes, I think I would. 

12866. It has been pointed out that after the 
war people in Europe and in America have not 
been demanding gold currency. All the countries 
which have been named, such as America and 
England, did have gold currency for decades 
before the war, when gold currency was within 
the reach of those countries; and it is only be- 
cause some of these countries cunnot afford a 
gold currency that they are compelled to go with- 
out gold currency in circulation and trust a 
paper currency backed by gold? It would be 
very difficult to say what would have happened 
to the paper currency experiments of the war, 
and the decline in the demand for gold in circu- 
lation which has followed those paper currency 
experiments, if the world had not had a gold 
standard with gold in circulation in pre-war 
years. The extent to which gold was actually in 
circulation in different countries varied very 
considerably, even in pre-war times. 

12867. The extent to which it varied was after 
the people had satisfied themselves that gold was 
available whenever they demanded it, and they 
therefore preferred the more convenient form of 
currency, namely, paper currency ?~ The one suc- 
ceeded the other. The paper currency of the 
* present day did historically follow the larger gold 
circulations of the 19th century. Whether the 
confidence in the present paper currency is in any 
way due to the fact that gold previously circu- 
lated, I would not like to say. After all, such 
confidence as there is in the present paper cur- 
rencies is mainly dependent on the question of 
their proper management. You can get people 
to believe in any sort of currency provided you 
keep the value of the currency up in the long 
run. 

12868. Countries which can afford gold currency 
have taken to gold currency after the war- such 
sir South Africa? — I believe that any country can 
afford any currency it likes provided it faces 
the costs fairly and squarely. 

12869 . The question of facing the cost is one 
absolutely for the people of a country to decide, 
is it not? — Yes. If they like they can have an 
economical currency which is stable. Tf they 
prefer some other form of stable currency I think 
they ought to be allowed to have which currency 
they like, provided it does not in fact upset the 
world as a whole. 

12870. I take it, then, that you are absolutely 
against the Government of any country forcing 
on the people a form of currency on the mere 
ground that it is more economical ? — “ Forcing,” 
of course, is rather a strong word. I should be 
inclined to say that economy in a currency is not 
the only aspect of the currency which ought to 
be considered. 

12871. Therefore, if anything was done on the 
consideration of economy alone, you would dis- 
approve of it ? — It is so difficult to balance 
economy as a single factor against other factors. 
I would say it would be unwise to over-emphasize 
the element of economy in a currency if other 
considerations were weighing against the adop- 
tion of a particular currency. 


12872. You would not look upon economy as one 
of the important factors in deciding the 
questiou ?-- It all depends upon the quantitative 
result of one’s investigation. If the economy was 
very large on the one hand, and the advantages 
in other respects were very small on the other 
hand, then, of course, 1 should consider economy. 
One has to weigh the thing, and not overstress 
any one single factor. 

12873. I thought, l)r. Gregory, you said that, 
from that point of view, you would leave it open 
to the people demanding gold currency to decide 
whether thejr were prepared to hear the cost?- 
Certainly. If I were arguing this matter out 
in a sort of general way as a politician, which 
I am not doing, I should point, out. to the people 
that, of course, in the long run, it was desirable 
that they should have the currency they wanted ; 
but incidentally, if they wanted one particular 
form of currency rather than another, that choice 
would involve a certain burden on them which 
they could avoid if they chose some other form 
of currency. 

12874. You would point that out, and leave it 
to them to decide? — l would point that out and 
leave it to them to decide. 

12875. We have had mentioned this morning 
the disturbance in Germany after they took to 
gold currency in 1873 and thereafter. May I ask 
if Germany imported gold on private account for 
industrial purposes on a scale similar to I he 
scale in India?— I can let the Commission have 
the figures. I am sorry I do not carry them in 
my mind. The experience of Germany to which 
I wanted to point was that the German Currency 
Reform of 1871 73 was built up on the assumption 
that the proper way to get to a gold standard 
was to take large quantities of silver out of circu- 
lation and replace them by gold. As a matter 
of fact, I believe in the early stages of the Reform 
the gold introduced was mainly acquired by the 
German Government itself; and the danger I 
wanted to point to was that the German Govern- 
ment started selling silver on a large scale,, found 
the world price of silver was falling, and dis- 
covered also that the whole of the silver market 
was upset, so that in 1879 they finally decided 
not to withdraw any further silver coin in circu- 
lation and not to sell the remaining Btocks of bar 
silver which they possessed. 

12876. I am afraid I did not make myself clear. 
I wanted to ask whether Germany imported large 
quantities of gold for industrial purposes and 
for non-currency purposes liefore they took to 
gold standard and gold currency? For industrial 
and non-currency purposes? I have not got the 
figures in my mind. I think there was a certain 
importation of gold on industrial account, but 
how largo it was I really do not know. 

12877. I was only wondering whether you could 
tell me roughly whether it was on the same scale 
as India 1—1 am afraid T could not. I could 
easily let the Commission have the figures*. 

12878. I want now to ask you a few questions with 
reference to paragraph 8 (6), on which the Chair- 
man examined you. Have the large amounts of 
private imports of gold into India during the 
last two years actually disturbed any gold centre, 
either England or America? — No. What I feel 
about the situation in London, to go back to that 
point, is that bo long as the British sterling 
prices are not in equilibrium with American and 
Swedish and Dutch prices, as they certainly were 
not in the early part of 1926, it does not matter 
how large your reserve is, because your reserve 
will always be dissipated in the course of time 
until prices are in equilibrium. Consequently I 
wanted to make a distincti on between the drain 

♦The figure would appear lo be some 10,000 kilos 
fine gold. T.E.G. 
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of gold resulting from a reorganisation elsewhere 
and a drain of gold resulting from a lack of 
equilibrium. If the Indian demand for gold in 
the last few years had not been as large as it 
actually was, so long as English prices were not 
really in equilibrium with prices elsewhere, the 
absolute size of the reserve might have gone up 
somewhat, but you would have lost rather more 
than you did lose actually. 

12870. During the last year the Indian demand 
for gold on private account has been much greater 
than it has ever been in the last 25 years. In 
that year it was 79 crorcs, and in the following 
year it ran very close to that figure. Have these 
large imports of gold into India disturbed the 
money market here, or in America ? — I think that 
is a controversial point. 

12880. I wanted to ask whether you do or do 
not know if these large imports of gold have dis- 
turbed the money market here or in America? — I 
do not know. 

12881. No suggestion has been made either by 
you or by any other witness who has appeared 
he fore the Commission that imports of gold into 
India on private account- that is, for industrial 
and other purposes -should be in any way checked 
or controlled. If you are really to consider the 
interests of the countries holding gold, and from 
which India may have to draw gold for her 
currency purposes, may it not be urged that 
import of gold into India on private account 
should be controlled in order that, the financial 
conditions of these countries may not be dis- 
turbed. Have you any views on that? — I do not 
think it could he done very easily, to begin with, 
and in the second place I do not think anybody 
will argne that, in three or four years the world 
supply of gold will he insufficient. It is when 
you get to about 1940 that wc shall really have 
to worry. 

12882. Regarding the point to which you refer 
in the last reason which you give in paragraph 
1, I should have thought there were two schools 
in existence amongst experts, one holding that 
the supply of gold is so small that it is a danger 
to the world, and the other holding that the 
supply of gold is big enough for all the require- 
ments and uses of the world? — That is bo. At 
the moment Professor Cassel, for instance, of 
Stockholm, is the leader of those who think that 
the world supplies of gold are gradually falling 
off in rather a dangerous way, and writers like 
Mr. Keynes are, on the other hand, of the opinion 
that whatever happens the value of gold is likely 
to fall. 

12883. I may tell you that I do not propose to 
put any question in that connection. Where 
experts differ I feel myself rather incompetent 
to ask questions at this stage. I therefore restrict 
myself in my questions to you to the problem 
which faces India. India imports large quantities 
of gold on private account. No one has suggested 
interference with it. You yourself do not. think 
it desirable, and you said just now that you did 
not think it would be easy. The only question 
then is, what arc the requirements of gold for 
currency purposes in India ?- -Regarding that 
part, it has been said that if the Government of 
India introduced gold currency, rupees and notes 
may be tendered for conversion into gold coin. 
You pointed out that the people would want 
some currency for their daily purposes. Whilst it 
is a possibility that every piece of currency, either 
silver or paper, may be tendered for conversion 
into gold, do you think it is a possibility in 
which there is anything which should be seriously 
considered?— I should be inclined to say that if 
you were absolutely certain _ that the hoarded 
silver rupees were m the neighbourhood of 250 
orores, and if there was a very strong probability 
that as soon as convertibility is declared the 


whole of the hoards would be presented for con- 
version, it would not make any very great dif- 
ference to my general attitude towards the 
introduction of the gold standard; but I should 
postpone convertibility until, by starving the cur- 
rency of small change, a large part of the silver 
in the hoards had dribbled out into circulation 
in the normal way. That is the difference it 
would make. 

12884. You share the apprehension that, if gold 
currency were made available, paper and silver 
currency may be offered for conversion into gold 
coin?— I have to take the questions which mem- 
bers of the Commission asked, and consider them. 
I believe that if you restrict other forms of cur- 
rency sufficiently, the country cannot lose its 
gold circulation internally or externally; but, of 
course, the price which it has to pay for retain* 
ing the gold in circulation may be a fall in 
prices. 

12885. Gold has been available to the people of 
India freely during the last two years, or prac- 
tically ever since 1921 ?— By Government. 

12888. No, by private import. They have 
been able to buy it freely and to get it at much 
cheaper prices than they used to get it beforo 
the war. Therefore the requirements of the 
people of India for gold have been, may one 
safely say, fulfilled from year to year? l)o you 
apprehend any reason for people rushing for gold 
if the Government put up a gold coin ?— No, I do 
not apprehend it. I think it is a possibility, but 
whether it is a probability is another matter. 

12887. In the course of your earlier examination 
I understood you to say that the ideal system 
of currency for any country is gold in the Treas- 
ury and paper in circulation?-- I do not think I 
did actually say that, but in fact I do believe 
that that is the best form of currency. 

12888. That would be the ideal which you would 
like India to reach? — Yes. I think I would not 
like very large quantities of coin actually to cir- 
culate, but I do think that gold notes ought to 
circulate, and that all forms of currency should 
be convertible into gold. 

12889. Would you attach any importance to a 
suggestion which has been made before the Com- 
mission that the giving to India of a gold 
standard and gold currency may finally lead her 
to the ideal of gold in the Treasury and paper 
in circulation? — All these questions involve 
certain presumptions in regard to the psychology 
of the average Indian, which I am not in a 
position to give an opinion upon. I do not 
know, under the form which the gold currency ii 
to take in the proposed scheme, where you have, 
in fact, freely convertible paper gold Notes . 

12890. I am sorry I did not make my question 
clear. I do not expect you to restrict yourself 
at all to that scheme. I was wondering whether 
you were in a position to give an opinion from 
your study of Indian questions. I know you 
have not been to India and that you may not 
know the psychology of the Indian, in which 
case I should have nothing more to ask you?— 1 
simply base my general answer on general con- 
siderations. I regard the idea that a country can 
carry on without any currency at all, becauss 
everybody is so anxious to convert the currency 
it has got in hoards, as absolutely impossible. 

12891. We know examples of other countries 
having gold currency in the past going without 
it now and using paper currency ?— 1 There is a 
good deal to be said for the argument that if you 
give people what they want, they very often da 
not want it afterwards. 

12892. Regarding gold in hoard coming out in 
the case of a bad monsoon, have you heard that 
before 1900, when there were severe famines is 
India, Bilver ornaments were actually sold ir* 
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the bazaars of India. Have you heard that? — 
Yes. 

12893. I)o you think things would be any dif- 
ferent with a gold currency in circulation in case 
of it being necessary for people to purchase 
foodstuffs during a famine? Do not you think 
the people would part with their gold hoards, 
whether they be gold currency or gold bullion ?— 
I would not for a moment deny that if there wab 
a pressure on the average person to get rid of 
his hoard, he would get rid of it. I have been 
maintaining that point against another member 
of the Commission. What T do rather doubt is 
that, supposing there was an immediate and 
urgent need for the export, let us say, of 50 
million of rupees in gold to the West to meet 
temporary deficiencies in the balance of trade 
that then you could immediately get these rupees 
out of circulation. I do not for a moment deny 
that pressure on the population generally would 
get money out of hoards. 

12894. Such money ns they may have in such 
form of currency in which they have it — gold?— 

I doubt very much, from hho standpoint of the 
Governor of the Central Bank, whether that 
would be of very much assistance in a sudden 
crisis. 

12895. Ts the rupee of very much assistance to 
Ihe Central Bank in a sudden crisis? No. I do 
not think this question affects the choice of the 
standard in any way. 

12896. I see in paragraph 2 of your incinoran 
dum that you deal with the ratio. You are in 
favour of the existing ratio of U 6'/. ?— Yob. 

12897. T daresay you remember that the Fowler 
Committee recommended 1*. 4//., and actually 
called it “ a permanent ratio ” for Tndia? — I do 
not recall that fact, but T will take it from you. 

12898. May I ask you as an expert on this 
matter from the technical point of view, what 
importance you attach to the word “ permanent ’ 
in that Committee’s recommendations ? I should 
be inclined to say that the Fowler Committee had 
not considered the possibility of a world-war and 
a complete disorganisation of currency conditions 
for ten years. 

12899. Would you agree that the word “per 
inanent ” has this significance “not liable to 
change if a change can be avoided ”? Certainly. 
If T had been a member of tho Fowler Committee, 
considering the rupee had been in the neighbour- 
hood of D. 4 rf. for six years, I would certainly 
have said that that was the best figure you could 
have for permanent stabilisation purposes. 

12900. The Fowler Committee recommended this 
as a permanent ratio. The word “ permanent, ’ 
if it has any meaning at all, means that it. is a 
ratio which should not be liable to change unless 
it was unavoidable? — Yes. 

12901. If it is contended to-day that U. 4rf. 
worked well for India till 1914 and could have 
been maintained after the war hut for the hasty 
legislation of 1920, would you say that the 
Government justified in avoidably going past 
the ratio which was indicated by the Fowler Com- 
mittee as the permanent ratio for Indian 
exchange? — I do not think the considerations 
which you raise really affect the situation very 
much. I would be inclined to say with you that 
it would have been better, after the failure of the 
1920 experiment when the rupee actually diet 
touch lx. id. % to stabilise at that rate, because 
it. was a traditional rate ; but, in fact, the Indian 
Government missed the opportunity. The rate 
of u. 6rf. has been kept in force long enough 
now to make customary prices level in India in 
equilibrium with it, and I doubt the expediency 
of reversing the situation again and causing 
prices to rise by about 11 per cent. 

12902. You say it has been in existence long 

(H.C1928) 


enough. What is the period you havo in mind ? — 
The 1 x. 6 d. has been in existence about 18 months 
now, has it not? 

12903. No, only for one year, because 18 months 
ago the 1#. tirf. was 1*. 6rf. sterling. It was about 
Is. 4rf. gold. In fact in September 1924 Is. 6rf. 
sterling was 1*. 3jrf. gold? — It will take some 
time before this Commission reports, and it will 
take some time for the British and Indian Govern- 
ments to consider their position, so that the 
Is. 6rf. gold rate, even although it has only been 
in force for 12 months, may have been in force 
for a good deal longer by the time action is 
taken on the recommendations of this Commis- 
sion. 

12904. Supposing hetwoen now and the time 
when t.hc Government of India arc in a position 
to take action, the rate either drops to under 
Is. firf. or goes considerably over In. 6 rf. What 
would you say should be the rate to be stabilised ? 
— One’s judgment of 1 s. Orf. as a stabilising rate 
depends upon the success of the Indian Govern- 
ment in keeping the rupee at that rate. If it is 
allowed to drop to 1/r. 4rf., or is allowed to go 
up to 1*. 8rf., and so on, you have no indication 
from the exchange that there has been any sort 
of equilibrium between internal and external 
Indian prices. 

12905. (/’rofrssnr Coyajcr.) Them are only 
two questions l want to ask. One arises 
from an answer of yours to Hir Beginald Mant. 
In the first place, the only way to familiarise 
a very poor population with paper currency is 
by the use of very small Notes, is it not?— I 
think I would accept that, but I should argue 
that, in the present circumstances of India, the 
educational process has gone on long enough to 
make it unnecessary to retain the 5-rupce Note. 


12900. Five rupees would amount to half a 
month’s income of a great many people in India? 
— Yes. 1 noticed from the last report of the 
Controller of Currency that the aggregate volume 
of 1-rupec Notes, plus 5-rupee Notes, is such a 
relatively small part of the total circulation of 
rupees that I doubt whether it plays very much 
of a decisive role in the education of public 
opinion with regard to Notes generally. 

12907. My second point is with regard to the 
effect of the starving of currency during the trails 
ition period of the hoards. Owing to the starva- 
tion of currency the general rate of discount 
would rise in the country, would it not, and 
therefore those holders who were in touch with 
the money market might bring out some of their 
rupees? -Tt might have the effect, the Indian 
Exchange Banks and the Imperial Bank finding 
that their volume of new deposits was falling off, 
of raising the discount rate. I had not thought 
of it in that way. I was thinking of the direct 
effect on the people who in fact had no Bank 
deposits. 

12908. Only those hoarders who were in touch 
with the money market would bring out their 
rupees, liecause generally, the hoarder is not the 
homo (trovorn ictts he is not in contact with the 
money market, and therefore the effect of hoards 
would be small even on a rise of discount rate?- 
I suggest that even the person who is not in touch 
with the Indian market has in fact to make cer- 
tain customary dues and payments in rupees. If 
you starve the currency, and if, consequently, the 
‘remuneration for goods and services which he 
sells falls off. and if bis payments continue at the 
old rate, as in certain cases they would undoubt- 
edly have to do, the way in which you would get 
the rupees out of hoards would he hy his having 
to take them out in order to meet his require 

ments. . . , 

12909 But if prices fall the money value of his 
requirements would fallt-Some of them would, 
but not all. 
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12910. Then as to one question put by Sir 
Purshotamdas Thakurdas about a permanent 
ratio. The word 11 permanent ” would mean, so 
far as the word is used by the Committee, so 
long as the main factors affecting the exchange re- 
main constant ?— Yes. 

12911. (Mr. Preston.) In paragraph 2, you 
make the statement “ The present rupee 
stock, including those in the currency reserve is 
only about 12 per capita. I suggest that this is 
not an amount which, provided that the total 
is not increased during the transition period, 
could possibly imperil the transition to the gold 
standard/’ We have it in evidence that the work 
ing minimum, which I think you have accepted 
this morning, should he round about 40 crorcs of 
rupees? — In the paper currency reserve, yes. 

12912. Our present, holding in the paper cur- 
rency reserve is about 82 crorcs. If wc deduct 
40 cm res we get 42 crores left. We have it in 
evidence that the annual absorption of coin for 
the country is nine crores? — I take that. 

12913. Then the halance, not coining any fur- 
ther rupees, would barely give us five "years’ 
working?- Quite so. 

12914. From that point of view, this would 
remove the whole of that 82 crores out of all 
calculations of what I might call the silver selling 
bogey? I agree. T do not think it is ahsohtlehj 
necessary to sell any silver at all. I was merely 
trying to meet. the. ease in the proposed scheme. 
If it really is the case, as has also been argued, 
that no silver would come out of the hoards, the 
absorption out of the paper currency .reserve 
would he the more rapid. I quite agree there. 

12915. Will you remove from your mind for a 
moment the proposed scheme. It was made evi- 
dent to you that the general weight of opinion 
in India was for a gold standard, but that that 
general weight, whilst it called for a gold 
standard, equally recognised the fact that, to 
attempt to demand the 100 million sterling of 
gold called for under that programme would 
be to the detriment of India in every way. 
That general opinion, also, was fully prepared 
to wait for a gradual accumulation of gold 
for the purpose of leading up to an ultimate 
gold currency, should it be needed. Accepting 
tlmt as a fact, would that go to strengthen your 
statement, in paragraph 3, “ Taking a world 
view, I cannot regard a demand for an 
extra .C100 millions of gold on the part, of India 
as likely to imperil the general stability of world 
credit in any way.”?- Gcrtainly. I think the 
only cause why one. should hesitate in accepting 
the proposed scheme, or any other scheme, is the 
drain which it might he anticipated would be 
caused on world supplies of gold, and the shock 
which it might give to the world market for 
silver. 

12916. Does that, very anxiety on the part of 
India not to disturb or in any way to menace 
matters in home markets, or prices to her own 
detriment equally strengthen, as applied to India, 


(he statement which you make in paragraph 
5, to the effect that “’The introduction 
of the gold standard does -not logically or prac- 
tically involve the immediate* circulation of laVge 
(pian titles of gold. What it does involve is the 
extension of the use of gold in the future.” ?- 
Yes. I tried to point to the fact that I believe 
the proposed scheme is built up on old-fashioned 
assumptions, and that, the 19th century ideal 
method of introducing the gold standard is one 
which ought not to bo adopted now. 

12917. Would it he a correct assumption to make 
that a gold standard as a system is mitch leRS 
amenable to mismanagement than any other 
system ? — Yes. I think it is desirable to admit 
that in the modern world even the gold standard 
contains an clement of management, because there 
are always non gold elements in the currency: 
hut a fall in the exchange and an export of gold 
is, I think, the best test that the currency is 
being mismanaged at a given moment of time. 

12918. Then may we take it as a general assump 
tion, as applicable to India, (hat a gold standard 
is a safer standard to apply at the present time 
in spite of the merits of any scientifically 
managed currency? — I prefer (he gold standard 
to other forms of currency, undoubtedly. 

12919. (Choi mom.) With reference to your 
suggestion that the pinch for currency will bring 
hoarded rupees out of their hoards, it was given 
to us in evidence (hat- a very large proportion 
of silver hoards are held by the quite small 
cultivator and poorer classes, who, in a year of 
boom and good monsoon, put. aside a little 
reserve in view of the possibility of a had mon 
soon to come.; hut in view of the extreme varia- 
tions due to the accidents of the monsoon, and 
the very small margin above the starvation level 
of a large proportion of the Indian cultivators, 
it is really a matter of life and death to the 
small Indian family to have this small reserve 
in a good year as against a had- year. If that 
he so, do you think a mere currency scarcity and 
slight fall in prices would be adequate to effect 
a change in such a vital habit in the uneducated 
Indian, and induce him to stop keeping his 
reserve and make him spend bis money on articles 
which look cheap? ! do not suggest for a. 
moment that it would result in an immediate 
dissipation of the whole of the hoards. T suggest 
if there was a real pressure in the shape of 
restriction of currency some of the hoards would 
come out. May l say that T do not build my 
case for the restriction of currency on the possi- 
bility that silver might corns out of hoards? f 
want currency to be restricted because I want 
either silver to come out of hoards so as to 
prevent it from being presented for conversion 
into gold when the gold standard is introduced, 
or, alternatively, that gold should be allowed t.n 
come in and that it should not be impeded from 
coming in by large additional supplies of rupees. 

12920. (Chairman.) Thank you very much 
indeed for your full assistance this morning and 
for your helpful memorandum. • 


(The witness withdrew) 
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THIRTY -EIGHTH DAY. 
Monday, March 22nd, 1926. 


Present : 

. Tim Hkiiit Hon. EDWARD HILTON YOUNO, P.O., D.S.O., D.8.O., M.P. (Cliainnmi.) 


Sir RajKNDRAKATII MoOKKltJRR, K.CM.K., 
K.C.V.O. 

Sir Norgot Hastings Ykki.es Warren, K.CM.K. 
Sir Reginald Mant, K.CM.K., C.S.l. 

Sir TTrnhy Htrakosch, K.B.K. 

Sir Alexander Roiikrthon, Murray, C.li.E. 


Sir P UKH If OTA M DA S Til \K1T|II)A8, O.T.K., 
M.L.A. 

Professor Jahangir Coovkkjke Coyajke. 
Mr. William Edward Preston. 


Mr. 0. II. Baxter. 
Mr. A. Ayancau. 


| (Secretaries.) 


M.B.K., 


Mr. John Maynard Keynes, Q.B., called and examinod. 


12,021. (Chairman.) Yon have been good enough 
to come and help iis on the subject of our enquiry 
this morning. You are a Follow and Bursor of 
King's College, Cambridge, Editor of the Economic 
Journal, and Secretary of the Royal Economic 
Society, and you were a member of the Chamberlain 
Commission in 1913-1914 P - Yes. 

12.922. You have been good enough to let us have 
a short memorandum* of the principal headings of 
your evidence. Wliat is your opinion as regards 
the relative advantages of a gold currency standard 
and a gold exchange standard P — I am aware of none 
except thn political advantage of placating Indian 
opinion. 1 have seen arguments as to the likelihood 
of a gold currency bringing gold out of hoards. It 
is the only solid argument 1 have seen in favour 
of a gold currency. It is difficult to express an 
opinion oil that, hut I see no reason to accept it. 
A gold currency might quite possibly have tho 
opposite effect in thut gold would he a little easier 
to obtain than otherwise. 

12.923. By providing more gold you might en- 
courage tho tendency to hoard?— You would increase 
the facility for obtaining gold in small quantities. 

12.924. As a matter of fact, at present there are 
no difficulties in obtaining metallic gold for 
ornaments, etc? — I am not well informed as to the 
size of the units in which gold can bo conveniently 
purchased. T was under this impression that a gold 
currency might slightly facilitate the obtaining of 
gold in very small quantities. 

12.925. By increasing the facilities for obtaining 
the smallest possible unit in the shape of gold coin? 
—Yes. 

12.926. Tho smaller the gold coin the greater that 
opportunity? — Yes. 

12.927. What are the possible disadvantages of a 
gold currency system such as is proposed in the 
memorandum which has been submitted to you for 

, .vour consideration? — T hold strongly that if there 
are no great disadvantages and if tho matter is one 
relatively of indifference, then it is better to placate 
Indian opinion by conceding what is desired oven 
though one may think oneself that Indian opinion is 
misguided. It is not so much a question of deciding 
what is ideally best, in my opinion, as in judging 
whether there are grave disadvantages in the pro- 
posed schemo. The measure of theso possible dis- 
advantages seems to me to depend, first of all, upon 
the effect on the international value of gold; 
secondly, the effect on the London market; thirdly, 
the effect on the international position of silver; 
and fourthly, the financial cost to India. 

12.928. Take these in order — first of all, tho effect 
on the international value of gold. — I do not lay 
great stress on that. The figure of £103,000,000 has 
been s uggested. I think that could he spared from 

Not printed. 


the world’s gold reserves, and need have no material 
effect on prices or on tho supply of credits. I 
emphasise tho word that ij^ need not, because I 
quite agr«M) that it might. It would depend upon 
tho policy pursued. I mean that I sec no reason 
why a policy should not he adopted which would 
prevent a gradual withdrawal of that amount of gold 
from having any sensible effect. Gold is now not 
used in circulation to any extent worth mentioning 
anywhere. The amounts of the gold reserves of the 
world arc arbitrary within wide limits. There is not 
much reason why they should lx* the present figure 
rather than another figure. We could support a 
much higher prico level with the existing reserves, 
and equally, we could also have a much lower prico 
level without materially affecting them. The prico 
level depends not on the quantity of gold in tho 
world, but on the policy of the central hanks as 
regards, their reserve proportions. 

12.929. Tho policy by which tho disturbing effects 
might bo avoided would bo the policy of tho central 
banks of tho world?- -Yes. 

12.930. And it is they who might, in your opinion, 
avoid tho disturbing effects by reducing their 
reserves. — ft seems to me that it might easily bo 
done because this sum is not very large spread over 
some time in relation to the normal movementa of 
gold. 

12.931. You said that in your opinion £103,000,000 
could bo spared from tho gold reserves. Where 
would it come from, in tho first place? *-lt would 
probably come first of all out of tho current pro- 
duction of gold. There is a production of gold at 
present in excess of tho non-currency demands, so 
that in tho absence of a scheme of this sort I. should 
expect tho bank reserves of tho world to ho on tho 
increase, so that part of these requirements could 
he provided merely by avoiding an increase in tho 
gob! reserves in tho banks. Tt is suggested in the 
memorandum this would he spread over ten years. 
If it is spread fairly evenly over tho ten years T 
should not he surprised if tho whole amount eould 
he provided in that way. If the earlier years took 
more than their quota from the £103,000,000 it 
might he necessary to have some reduction in tho 
reserves, but it would be nothing worth mentioning 
in relation to the aggregate of those reserves. 

12.932. Is the general question of the future of 
tho world’s gold supply a matter on which you feel 
able to assist us?— Do you moan the future pro- 
duction of the mines? 

12.933. The relation between the world supply and 

demand for gold in the foreseeable future. I take 

a heterodox view of this. I think it is a matter 
devoid of importance, because I think tho world's 
demand for gold is just whatever tho world chooses. 
The world’s demand for gold is not a fixed demand. 
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Supposing the United States Federal Unnerve Bank 
decided to work to a normal percentage of BO per 
rent., you have one demand; and supposing it works 
to a normal percentage of GO per cent., you have 
another demand; and similarly in the ease of the 
Bank of England or the Rcichshauk, or. the Bank of 
Frunce. I cannot conceive hut that these hanks will 
in fuct, over periods of time, adjust their proportions 
to whatever the supply is. So that I do not regard 
demand ns anything which exists independently of 
tho supply, but us something which is so artificial 
that it will adjust itself, or can adjust itself if skill 
is exercised, whatever the supply turns out to be. 

12.934. Have you any opinion about tho other side 
of tho book, — the question of supply?-- 1 do not 
tli ink my opinion is worth milch on that. 

12.935. That is not a matter which you have gone 
intoP — 1 know no more than is common knowledge. 

12.936. Turning back for one moment to tho 
demand and the question of tho United States, in 
your opinion is it a practicable policy which can be 
foreseen in the foreseeable future that tho central 
banks of Europe should he able to make substantial 
reductions in their proportion of reserves, par- 
ticularly taking into account Lhc effects of that 
upon the general confidence in the present state of 
the world? — 1 think it is entirely a matter of taste. 
In our own case the present fixed amount of the 
fiduciary issue of the currency notes and tho Bank 
of England together lias the effect of locking up 
and rendering completely useless by far the greater 
part of our gold. It is just a matter of taste how 
much of our gold wo choose to make useless. If we 
choose to make useless £25,000,000 or £50,000,000 
less in the course of tho next few years, we could 
find nearly all the gold required by India in excess 
of the current production of tho mines without the 
loss having any consequences whatever. Thero is 
no rhyme or reason behind the present arrangement. 
It is a matter of tusto and convention. 

12.937. Shall we say it is a matter of convention; 
but confidence is sometimes based upon convention 
and not upon reason? Yes; hut this would not 
require uny such constant convention. The public 
take what (they ar© told. If the fiduciary issue is 
fixed at one figure or another public opinion a week 
later will be just as content with tho one as with the 
other. 

12.938. Then tho second possible disadvantage to 
which you referred was tho effect on the London 
market. Will you enlarge on that?— I think there 
the question depends on tho particular means by 
which India raises, not so much gold, as the re- 
sources to pay for the gold. I imagine it is possible 
that thut might bo dono to a considerable extont 
by selling sterling securities out of tho Indian gold 
standard or paper currency reserve, or by raising 
additional loans in London. In that case, if the 
sales were fairly rapid the strain on London might, 
in my opinion, bo quite severe; but no more severe 
than from any other foreign loan of an appreciable 
amount, no part of the proceeds of which are spont 
in Great Britain. I think, however, that it would 
be wrong to oppose the change on this ground, or 
to let it weigh appreciably. It is a consequence and 
part of tho risk of London’s undertaking inter- 
national banking on a gold basis. If India is not 
free to realise tho sterling securities in tho gold 
standard and paper currency reserves absolutely 
whenever she likes, it is obviously a wrong policy 
to have such securities ns part of the reserve at 
all. One’s banker lias no right to complain when 
one draws a cheque on one’s balance even though it 
inconveniences him, and ho knows you are going 
to spend it stupidly. 

12.939. As regards tho sale of securities, there 
might be an analogy between that and a draft 
upon one’s balance, but as regards the raising of 
supplementary credits, if that were necessary, in 
London, I suppose the analogy for that would be 

more 'in the nature of starting an overdraft? 

Certainly I think that new credits are a different 


question. About that 1 hold, not only in the case 
of Indian loans but about all foreign loans, that 
the principle of the controlling of foreign loanB is 
a right one, and one towards which we shall move. 
We are at the moment living in a state of reaction 
against tho controls of tho war period, and at a 
time when financial rectitude is believed to be what- 
ever happened in 1914; but that will not last very 
long. 

12.940. As regards tho Bale of securities, that may 
be Baiil to lie as the right for India ?— Yes. 

12.941. The raising of credits could never be a 
matter of right? — -No. That matter must bo a 
matter of agreement. I think tho Treasury or the 
Bank of England would he absolutely justified in 
making difficulties about such a loan, if it appeared 
likely to ernbnrrass tho London money market. 

12.942. The parties to the agreement would 
negotiate from the point of view of their own 
interests ?- -Yea. 

12.943. Would it be possible to raise credits of 
tho mngni tude required directly in London without 
necessity for the concurrence of Now York?— So far 
aB 1 can see, it would be possible for India to raise 
the whole amount required in the earlier pnrt of tho 
period at any rate by the sale of sterling securities 
out of the existing reserves. 

12.944. That is £50,000,000 in the first year, is 
not it? — Is it as much as that? 1 am speaking 
subject to correction, because I have not got in my 
head the total of the reserve. 

12.945. £15,000,000 at the outset and £35,000,000 
in tho first year or two? — Then I think perhaps 
that is not quite correct. Perhaps you could tell 
me for my guidance what tho aggregate of the 
sterling securities of tho two reserves is? It is 
£40,000,000 in the gold standard reserve, is not it? 

12,910. Tt is 80 croresp — Then it would go a very 
long way. 

12.947. The scheme which is submitted for your 
consideration was £15,000,000 required at tho time 
of initiation— that is at the outset— and a further 
£35,000,000 within the year? — That is in croros or 
in millions? 

12.948. That is £50,000,000 sterling really in tho 
course of 12 months. Does not that suggest that it 
would be necessary to supplement tho Bale of 
securities with credits? — You have got securities 
for 80 crores and certain Bales of silver. It looks 
to me rather a closo thing; I agree that it would be 
imprudent in all probability to take this stop unless 
you did see your way to borrow something. 

12.949. To back it up? — Tho amount of the loan 
need not bo very great. 

12.950. To generalise that question somewhat, do 
you think it would bo possible to carry this policy 
through without tho substantial concurrence of thu 
New York money market?— I think it would be 
much better to have the concurrence of tho New 
York money market; but it appears to me almost 
unthinkable that you would secure it because of the 
reasons which 1 come to later, of the effect on silver. 

12.951. Perhaps that will come out more definitely 
in connection with your third heading? — Yes; but 
I concur in the drift of what you are suggesting, 
namely, that some loan would probably be required, 
and that London would bo justified in making diffi- 
culties if simultaneously thero were large sales of 
sterling securities held by India. Therefore, tho 
position of tho United States is significant. 

12.952. Just before we pass away from gold, I 
should like to ask you a further question. How in 
your opinion would any unfavourable consequences 
react actually upon the interests of the Indian 
community? Supposing that your anticipations 
that this drain of gold would be carried out without 
disturbance wore unfortunately not to be realised, 
and supposing there were to bo a disturbance, what 
thenP — In London? 

12.953. Yes, a rise in bank rate?— I can hardly 
imagino that the disturbance would be serious 
enough to have much reflex on India. I think 
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that it would not bo to tha advantage of India that 
we should have dear money hero, but it should not 
require any very desperate measures on our part. 

I should have thought it would merely mean that a 
certain percentage of our normal foreign investment 
should take this form for a period. It would not 
mean that we should need to do anything more 
drastic than to make foreign investments in this 
form instead of some other form. 

12.954. 1 will put the question rather more clearly. 
Would the disturbance to the world’s gold markets, 
and particularly in London, bo a disturbance which 
India could afford to neglect, as having no effect 
upon Indian interests? ■ If the disturbance was 
great, it would have an effect on Indian interests; 
but I should not anticipate a disturbance sufficiently 
great for it to be necessary for India to consider 
that from her own point of view very seriously. 

12.955. Then with regard to silver, which you 
mentioned just now, what in effect would be the 
disadvantages on tho international position of 
silver? — In my opinion tho possible effect of tbe 
change on silver is much more important und dan- 
gerous than its effect on gold. Assuming that the 
scheme is successful in getting gold into circulation, 
and that gold replaced silver rupocs in circulation 
in the paper currency reserves, the effect on tho 
value of silver might be disastrous. I suspect that 
tho supply of silver from mines is somewhat inelastic 
— but you will probably bo receiving expert evidence 
on that from other sources — partly because a large 
proportion I have heard the proportion of 50 per 
cent mentioned - of silver is now produced as a by- 
product of lead and copper. The demand for silvor 
on a largo seal© is mainly from India and China. 
If India steps out from under, Chinn will have to 
choose between doing the like, or suffering a collapse 
of her silver exchange. 1 should think it is not 
impossible that China, faced with tho prospect of 
being alone in the world in tho uso of silver on a 
large scale for currency purposes, would bo forced 
to move towards gold. In that case what would 
happen to the silver? Jf for several years India was 
meeting her own normal demand for silver by 
melting rupees, I should not bo surprised to as 
silver fall to half its present rate in the terms of 
gold. All the silver interests in the world would 
be up in arms; and, not the least important, India 
would by her own act have depreciated by perhaps 
50 per cent, the predorainent store of value of her 
own people. This forecast may be over pessimistic; 
hut the figure of 24d. suggested in the Commission’s 
question nai re strikes me as very optimistic. In any 
case the proposal now under consideration is 
obviously calculated to make tbe price of silver 
fall seriously. As soon as tliat is felt, will tho 
Indian public thank the politicians who have 1 kh»u 
clamouring for it? In short will tho present public 
opinion, such as it is, in favour of the change, he 
an enduring oneP In my opinion India still has a 
great interest in the stability of the value of silver. 
For the gold market, as I have already explained, 
£103,000,000 is no great matter; but for the Bilvor 
market, the silver in the equivalent value of rupees 
is overwhelming. 

12.956. You Bay that India still has a considerable 
interest in the stability of silver. You are referring 
to the interest in the largo amount of silver held 
as a store of value P — Yes. 

15.957. Is there any other substantial interest 
which is present in your mindP — No. 

12.958. You referred to the connection between 
the price of silver and the lead and copper markets. 
I wonder if you would amplify that at all, to make 
it clearer to us how the two will react on one 
another P — I understand that a considerable amount 
of silver is now obtained in tho course of refining 
lead and copper. Though this is not tho case in all 
the mines from which Bilver comes, it is the case in 
ft great number that lead and copper are their 
main products, though they make their profits some- 
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times out of the relatively small amount of silver 
which they obtain incidentally. If silver was to 
fall in price heavily, it would be a matter of em- 
barrassment to those mines, and would diminish 
their profits, and might put some of them out of 
action. But as tho value of the silver they produce 
is not very great as compared with tho value of tho 
lead or copper they produce, it would probably have 
to be a very severe fall in the price of silver before 
any great proportion of those mines would he put 
out of action. It might be that the fall in tho price 
of silver would be compensated for by the rise in 
the prico of lead and copper. I am not an expert 
on this matter; but uiy impression is that a fall 
of 20 per cent, in the prico of silver might diminish 
the new supply of silver surprisingly littlo; bo that 
in order to bring about equilibrium between demand 
and supply when the Indian demand was removed, 
a vory heavy fall indeed in tho prico of silver 
would have to take place. 

12,059. It would be against the market both ways? 
— It would be against the market both ways; and 
there would bo a further Aggravating circumstance, 
you must remember. If a policy of this kind were 
to bo announced, the world’s confidence in the 
future price of silver would be undermined, so that 
it would become a Icsh eligiblo nrticlo for a 8 Loro 
of value than previously. You might, therefore, 
have a great tendency to sell on the part of people 
who would otherwise bo hoarding silver; with tho 
result that you would nob only have the Indian 
currency demand removed, but you might have a 
considerable part of tho demand for silver as of 
store valuo throughout the world removed. It might 
well happen, when it was seen that the prico ot 
silver was doomed to fall, that there would he a 
strong tendency to change over from silver to gold 
in all parts of the world where silver is still held 
in large quantities as a store of value; so that a 
certain fall in tho prico of silver might precipitate 
a much greater fall. If the best opinion held that 
silver would fall from ,‘J0d. to 24d., I should exp'-H 
that to precipitate such a flood of silver on to tlio 
world’s markets, and to offer such a strong incentive 
to bear speculation that at any rate in the first 
instance, silver would fall to a groat deal less than 
2 Id. This scorns to mo much the biggest point from 
India’s point of view. To introduce this great 
instability into the silver market, might havo con- 
sequences of a really disastrous kind, when you 
consider what part silver plays in tho lifo of India. 
It is a step which ought not to bo taken lightly, 
but only for vory grave cause. 

12,9C0. You referred to the reaction on Cliineso 
trade. Could you explain to us how tho full con- 
soquonces would be realised in Indo-Chinese trade 
of a fall in the value of silvor? — Of course it would 
make it extremely difficult for China to import 
until tho now equilibrium had been reached. The 
amount of her own money which she would have to 
offer for goods in tho international market would he 
very greatly increased; and if China were simply 
to remain on her present basis, during the whole 
period of the change, there would bo severe obstacles 
in the way of any manufacturer or trador who wub 
accustomed to ship goods to China for sale there. 
On tho other hand, there would he for tho time 
being an artificial stimulus to oxport from China, 
and any markets which were in competition with tho 
Chinese exports would be also interferred with. T 
havo not cloarly in mind exactly how far Indian 
interests are in either of those positions. T know 
they are to a certain extent, hut T am not con- 
versant with the precise figures, which no doubt 
you have from other sources. 

12,961. You suggest that they might he forced to 
move towards gold? It has been put to us in 
ovidenoo that China is really incapable of moving 
in any direction under present conditions? — That 
sounds to me very likely, hut here one is looking for- 
ward over a period of ton years. Tn former days 
before the war when China was in a more settlod 
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condition, there was a great deal of talk of moving 
towards gold, and they had Commissions of Enquiry 
similar to this one. Though I should imagine it 
is true at the moment that China would be incapable 
of any change, you have to remember that silver 
does not circulate in China by edict, but by custom. 
The ordinary private life of China goes on amazingly 
unaffected by political events. It is impossible l'or 
me to predict in what way a movo of this sort, once 
it had got going, might influenco the opinion of the 
ordinary merchant in China. It would certainly 
influence it to this extent, that he would bo less 
willing to keep stocks of silver on hand. Like 
everybody else, ho would dislike holding a depre- 
ciating store of value, so that you might have a 
tendency for rich men in China to move over towards 
keeping their reserve in some other form than silver 
even if the Government was quite incapable legis- 
latively of taking such a movo. 

12,962. That would result in what 1 may call a 
demand for commercial gold in China? It might bo 
gold. They might ho more anxious to keep their 
money in the hanks on a gold deposit basis. I do not 
know what form it would take. 


12,963. If it- took tlio form of gold, undoubtedly 
the circumstances would have to ho taken into con- 
sideration ns to how far it would affect the situation 
as regards the world gold market? — T should think 
it would. I think one can be sure that tho 
Chinese business men, who are very shrewd and by 
no means removed from general knowledge on these 
matters, would not be anxious to hold a depre- 
ciating ptore of value. So that tho ultimate 
reaction of tho relative values of gold and Rilver 
of a movo of this sort on tho part of India, if the 
world took it seriously, could hardly bo exaggerated. 
As 1 say, 1 lay much more stress on this sidn of 
the matter than on the purely gold side. 

12,961. In contemplating that for several years 
India lvould bo meeting her own normal demand 
for silver in tho way of the rupee, were you con- 
sidering the suggested possibility of an import duty 
on silver? I was not clear what form it would take, 
but was assuming that in some way or the other the 
Indian Government, heing a seller of silver, would 
reserve the local markets for its own demand it 
might be by selling silver a little cheaper than it 
could be imported, or it might put an import duty 
on silver T think that tho latter course would 
have a grout deal in its favour. But I do not base 
my argument necessarily upon such a course. 

12,965. Would tho import duty serve to protect 
the value of tho Indian holdings of silver againBb 
the otherwise possibly inevitable declino to whhrlr 
you referred? Quite possibly, if it was a very 
heavy duty it would no doubt protect them to a 
considerable extent. But there has always boon a 
considerable export of silver from India over tho 
land frontiers, and if people who were accustomed 
to do that trade were finding that the value of 
silver in tho outsido world was very much below 
that of the Indian silver it would probably affect 
confidence in the value of silver in India itself. 
In the case of an article like silver which is 
largely useless, and is kept as a store of value and 
not for use, the influence of opinion on its valuo 
is of an >rder of importance quite different from 
what it is in the ease of something which is con- 
sumed year by year. 


12,966. It lias been suggested to us in tl 
evidence that the desire for silver is so strong, ar 
the habit of using silver as a store and for ornamei 
is so. inveterate, that the cheaper silver is the moi 
it will be bought; and it does not matter how ft 
it falls in that case. Does that seem to you to 1 
a circumstance which should be taken into coi 
federation? — I think that is one of the hoary ol 
maxims about currency affairs which are all fals< 
It is always said that people are very oonservatn 
in matters of money, and will never adapt then 
•elves to a new situation. All experience, in m 


opinion, shows to the contrary. It is most 
astonishing to see tho way in which the public 
will rapidly adapt themselves to a new situation 
in currency matters. One example which always 
struck me, because it was always quoted in advance 
to the contrary, was that of Egypt. Egypt was 
always represented as the one country which would 
novor handle unything but hard metal; in fact, 
thoro was no country in which paper currency was 
introduced more easily during the war period. 

12.967. Although the public may be uninBtructed 
in Tndia, you have a large professional class of 
extremely intelligent dealers ond brokers. — No one 
is uninstructed in that sort of matter. 

12.968. Not oven the Indian ryot?— I should 
doubt it. 

12.969. You say all the silver interests of the 
world would be up in arms, but I gather one must 
ndd to that, in view of your previous analysis, in 
common interest of the people as well? — I include 
those as silver interests. 

12.970. Would that have special relation to tho 
reception of any proposals in the United StatesP— 
Yes. 

12.971. You havo already mentioned in tho courso 
of a previous reply that that is a matter to be 
taken into serious consideration? — Yes. 

12.972. Would you explain that and tell us what 
you think about that matter, us to what the view 
of the United States would be on the subject? — 1 
think great play would be made in tho United Slaton 
with the history of the Pittman silver. It would 
be pointed out that when India was in difficulties 
in this mutter, the producers in America were pre- 
vented from obtaining profits they might have 
obtained, and the American Government behaved 
with extreme handsomeness towards India. In 
view of that, a movo tending towards tho depre- 
ciation of Rilver would bo regarded by American 
opinion as somothing which India was certainly 
entitled to do, but not something for which it was 
entitled to invite American assistance. In tho 
present state of opinion in America I am sure thoro 
would bo a difficulty in raising a loan- which would 
not anyhow, bo particularly attractive to America 
from the Americans* selfish standpoint— for the 
express purpose of making difficulties for two of 
America’s leading products. 

12,9/3. To put it baldly, though tho gold interests 
in the United States might so© no objection, the 
silver, copper, and lead interests would have a very 
strong objection Yes ; moreover for the gold 
interests tho project would be a matter of in- 
difference, because unless it is going to increase 
materially the value of gold, it does not do thorn 
any good and, as I have explained, I see no reason 
why should materially increase the value of gold. 

12,9/4. Tho fourth disadvantage to which you 
referred to the expense of financial cost to India. ~ 
What it would cost India depends upon the price 
she realises for her silver, and tho price at which 
sh© sells out her sterling securities or is able to 
borrow. Taking tho simple question of silver, if 
I am right in supposing that the release of tho 
silver in 103,000,000 pounds’ worth of rupees might 
halve the price of silver, I calculate very roughly 
that the gold required would cost about three times 
the value of the silver released ; that is to say, tho 
change over would cost India Bomewhere about 
£67,000,000 in terms of real resources. If we Bup- 
poso that India has £67,000,000 of real resources 
to play with, can one easily conoeive a more useless 
way of using it? Are there not, in the opinion of 
everybody, a hundred better ways of employing 
such a sum? The proposition, therefore, impresses 
me as being a plan to expend some £67,000,000 in 
destroying the purchasing power of the favourite 
store of value of the mass of the population. Such 
a step, with all its risks and unforeseeable con- 
sequences, strikes me as very foolish indeed, and 
perhaps dangerous— sufficiently foolish and dan- 
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gerous to justify the Government of India in 
turning it 'down. I think it would show want of 
courage on thn part of the ’British advisors to 
accept a proposal contrary to Indian interests for 
four of being supposed to refuse out of regard 
for British interests. We have tho curious position 
that probably hardly any Englishman conscientiously 
believes that this scheme is in India's interests, 
but a good many, from praise-worthy motives, are 
prepared to support it out of deference to what 
they believe to 1 m misguided Indian opinion. The 
Hunger is, not that British opinion will bo un- 
reasonably allowed to ignore Indian opinion. Tho 
danger is that misguided Indian opinion will he 
allowed to have too great a weight. Of course, it 
is possible, and it is not improbable that tho 
attempt to put gold into circulation in Tndia would 
prove a fiasco, so that the gold currency would bo 
introduced normally as a gesture without having 
important practical consequcnoos ; but it would not 
ho right to gamble on that probability just in order 
to make a gesture. 

12,975. Ah regards that last point, would it be 
possible to announce such a policy without at any 
rate some of these reactions on the silver market to 
which you have already referred? — No, T think that 
is true. I think that even the announcement would 
produce somo of the consequences. But if in fairt 
the new scheme did not come into operation to any 
great extent, those consequences would work them- 
Aclvee out bofore long. 

12.970. No important expense would b© incurred, 
as you suggest, if this scheme were to prove a fiasco? 
••-No. 

12.977. The only expense incurred, I imagine, 
would be if credits had been established beforehand, 
which would cost something? — Yes. But it seems to 
me it would be rather a strange policy to introduce 
a .scheme of this kind in tho hope that it would prove 
a fiasco. 

12.978. Casting back for a moment tx> your figure 
of £67,000,000, perhaps it is rather a question of 
mechanism and detail, but could you explain to uh in 
what form that oxpense would <x>ine homo to roost 
on the Indian taxpayer? — It would come home to 
roost in that he would not receive the interest on the 
sterling securities now held if ho sold them; and he 
would have in some shape or form to pay interest on 
any loan which wae raised. 

12.979. What in your view is tho general ideal to 
set before oneself in an attempted solution of any 
problems of Indian currency? — Well, I should liko 
to say in conclusion that stability of internal prices 
in India is, in iny opinion, much more important 
than stability of foreign exchange, though 1 agree 
that great instability of the exchange is in itself a 
disadvantage. I attach very little importance to a 
legislative enactment fixing the rupee at Is. 6d. In 
so far aa tho stability of foreign exchange 3s 
important, while there is not much to choose between 
a gold standard with gold circulating and a gold 
exchange standard, some advantage lies with the gold 
exchange standard. Some sales from time to time of 
sterling securities by tho Government of India in 
order to adjust the exchange position can bo effected 
with less disturbance to the internal situation than 
the withdrawal or the pumping in of tho equivalent 
quantity of gold. Above all, the gold exchange 
standard, whilst it is open to most of the objections 
against a pure gold standard, does at any rat© secure 
most of tho advantages, such as they are, os economi- 
cally as possible, and without a wasto of resources. 

12.980. May I a*k you a question on that, before 
passing on? Would you describe what are the 
principal advantages which can be gained by the 
exchange standard as well as by a gold standard with 
gold currency ?— 1 Tho linking up of India with the 
prevailing standards of the outsido world, and the 
prestige attaching to a currency which is inter- 
changeable in terms of gold. 
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12.981. I am afraid I interrupted you just nowP — 
I was going to say that, if my advice were asked, 1 
should ad vine tho Royal Cbm mission to do nothing 
whatever. I think that the present situation m 
India is tho best possible obainublc at the moment. 
That is to say, thcro is for practical purposes reason- 
able stability of the exchanges, and India maintains 
her freedom in the event of futnro happenings 
rendering any alternative course more desirable. .1 
think that tho present moment is a bad moment for 
making a change, and that almost any positive courso 
recommended now is likely to ho had. We are at tho 
moment, in a state of reaction on currency matters, 
not at nil to bo unexpected after tho debauches of 
the war and past-war period. Tho world has seen tho 
disadvantages and the abuses of unregulated 
currencies, and it is trying to seek salvation in con- 
servatism, in going back, not in my opinion to tho 
reality, hut to tho appearance of what existed in 
pre-war days. It is not impossible that out of this 
something wiso may ho evolved, hut it is going to bo 
very difficult. We are not at tho end of currency 
discussions, but at the beginning of them. Tho 
future currency of th© world is going to he deter- 
mined not by what has happened in the last two or 
three years, hut by what is going to imp pen in the 
next 10 years, it is impossible to say wlmt the ex- 
perience of tho countries which are going over to the 
gold standard is going to he. I think that India will 
he well advised to hold her hand until some experi- 
ence has been gained. At present, in the event of 
serious fluctuation in the value of gold, cither up- 
wards or downwards, India is free to avoid the dis- 
advantages of that fluctuation just as she avoided a 
part of it during the boom and the slump of 1920 and 
the subsequent years. 

12.982. She avoided them by allowing a change in 
exchange to a greater extent? — Yes. In my opinion 
India should pursue her present course- that is as 
long as nothing special happens in the outside world 
— of maintaining practical stability in the neighbour- 
hood of Is. 6(1.; of in any event not allowing any 
sudden change from Is. fid. ; hut in the event of gold 
becoming tins table in the outsido world - and no on© 
can say it will not of maintaining legislative free- 
dom to adjust her exchange to tho events in tho out- 
side world, and so preserving the stability of her 
internal prices. 

12.983. The present state of affaire has been 
strongly criticised before us on tho ground that it 
allows all matters of currency policy to be entirely 
in the arbitrary discretion of the currency authorities 
— at present the Government of India and tho Secre- 
tary of State in Council? If you includo in the term 
“ Authorities,” whatever Central Bank authority is 
in control of India, 1 should say that would always 
1 k> tho case. Tho notion that gold standards work by 
thoniselvefi without interference by tho authorities 
is a myth. 

12.984. It is said that hv adopting some regularised 
form, either of gold standard or gold exchange 
standard, the system can he made to work automati- 
cally, and less at the discretion of authority than at. 
present ?— The exercise of authority would he more 
concealed; hut 1 think tho course of affairs will sr.il! 
be governed by tho policy of tho Secretary of State 
in buying and selling bills, and by the policy of the 
hanking authority in tho matter of its rate of dis- 
count, and its willingness to increase or diminish 
tho basis of credit. 

12.985. Supposing that a currency system is 
adopted under which tho currency authority accepted 
the obligation to buy and sell some means of inter- 
national payment at a fixed price, would tho Secre- 
tary of State’s operations still continue to affect the 
matter? — I cannot see that tho essential situation 
would be any different from what it was in the years 
immediately preceding the war, when the Secretary 
of State, or rather the Government of India, was 
under a legal liability one way to maintain fixity, 
and had a fairly binding practioo in the other direc- 
tion also. 

NS 
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12,086. It is said that there was a practice, but it 
was by no moans binding; and that if the legal 
liability is made to pull both ways, it will largely 
-reduce the opportunity for the exercise of discretion 
by the currency authority. That woukl be so, J 
imagine, would it not, although it would still leave 
the element of management which is contained in the 

operations of tho banking authority? Yes, 1 think it 

somewhat reduces it. Supposing it is held that tho 
most important thing about currency is that no 
element of human purpose or contrivanco should enter 
into it, I think this does somewhat diminish the 
element of human purpose and contrivance; but in 
my opiuiou it would be just no foolish to try and get 
rid of purpose or coutrivauco as it would be in such 
a matter as how much land should be ploughed for 
wheat in a yoar. It is just as silly to say you will 
have your currency governed by blind force as to say 
you will have tho amount of your harvest governed 
by blind force. 

12.987. In considering that general proposition, do 
you think that any special consideration should be 
given to the circumstances of the history of Indian 
currency, and — what is no doubt the fact — that some 
of the circumstances of the history of Indian cur- 
rency, have produce a sort of special lack of confi- 
dence in currency regulation? — I should have said 
precisely the other way. India has had a 
considerable experience of regulation; and while 
criticism has been levied against the responsible 
organ of tho Indian Government, just as against 
every other organ of the Indian Government, 
in fact India has done extremely well. Tho 
currency history of Trnlia for the last 15 years 
or so is more favourable than that of any other 
country in the world. India has actually had ex- 
perience of these things being done without anything 
very dreadful occurring, but quite the contrary. 

12.988. 'Would the opinion you have just expressed 
affect the question of the possibility of entrusting 
larger powers in the control of Indian currency to 
a central bank? — I have always been very much in 
favour of that. I wroto a memorandum on a central 
bank for India for the Chamberlain Commission, and 
the views I expressed there I still maintain. 

12.989. Then I imagine that one, as it were, haa 
co-ordinated those two opinions by saying that you 
would continue the present system, but introduce a 
central batik to manage the present system in piano 
of tho Government of Tndia? — Of courso, since I 
wroto that memorandum a great deal has been done 
in that direction. India has not gone the whole way; 
she has embarked on n path that is rapidly leading 
the whole way; but l imagine that the higgosfc thing 
not done is the handing over of tho paper currency 
reserve to tho bank. 

12.990. Such a measure as handing over the paper 
currency reserve to tho bank would, I imagine, be 
quite consistent with the general views you have 
expressed as to tho continuation of the present 
position as regards control of Indian currency P — -Yes. 
When I said that T wanted the present state of 
affairs in continue, T was not meaning in all these 
details of internal organisation. 

12.991. Now as to tho gold standard reserve, would 
the unification of the gold standard reserve and the 
paper currency reserve under the control of a central 
hank be consistent with your goneral opinion? — If 
you have a coin of any sort circulating in the oountry, 
you have to maintain a reserve for meeting ex- 
pansions in tho demand for the currency inside the 
country itself. The rupee portions of the paper 
currency reservo is at present held for that purpose. 
If gold were to circulate in India, you would have 
to hold a gold reserve also with that object in view. 
If, however, your actual circulation is composed of 
notes or tokens, yon need your reserves entirely for 
external purposes, for meeting the fluctuations in 
your baierce of trade which could not be redressed 
otherwise except by rather drastic measures, The 


policy governing your reserve ought to be different 
according as you aro holding your reserve to meet 
tho internal drain or tho external drain. In my 
opinion the virtue of tho Indian system as it was 
developed by Sir Lionel Abrahams was that those 
two purposes were kept more distinct than in any 
other country. They were not kept entirely distinct, 
because the sterling resources in the paper currency 
reserve were also part of India’s precaution against 
an external drain. I think that more recently the 
distinction between the purposes of the two reserves 
has been further blurred; and if everyone’s mind 
was perfectly clear there might be advantages in 
consolidating the two reserves into one. But so 
long as peoplo aro inclined to confuse the reserve 
which you keep for the internal with that which 
you keep for the external drain, I think there are 
advantages in tho Indian system of having different 
names for the two; or, at any rate, for parts of 
the two. A great deal of rubbish is talked about 
reserves in Ehgland, because historically our reserve 
was held to an important extent for the internal 
drain, whereas now it is kept almost entirely for the 
external drain. We have not, as Tndia has, different 
names for the two. The result is that a great deal 
of argument which would be quite sound if wo were 
holding the reserve for the internal drain is still 
alleged as sound when we no longer keep our reserve 
for that, purpose. In England we suffer because 
historically our reserve has been held to an important 
extent ns a precaution against internal drain. 
India’s double reserve helps her in that way. 

12.992. If the maintenance of a double reserve has 
these consequences, that it makes either or both 
Jess efficient, for fulfilling the purposes for which it 
is intended, then I suppose it would bo rather a 
heavy sacrifice to clarity of ideas to maintain the 
separation? — Yes; if that was so. 

12.993. In your opinion might that be so of not? 
—I do not think it has been so. 

12.994. Tho organising of the reserve in a single 
or a double form P— I do not think it has had any 
bad consequences so far. 

12.995. Does not it nocessitabo keeping a larger 
reserve in both, for instance? — I do not seo why it 
should. 

12.996. Anyhow, the minimum which is nocossary? 
- 1 liavo the impression, as I have said, that the 
management of those two reserves has been more 
blurred in post-war days than it was in the pre-war 
days. At tho date when I was more closely connected 
with Indian currency affairs than I am now I 
think the distinctive purposes of the reserves wore* 
quite clearly kept in mind, and the reserves were held 
at appropriate figures having regard to those con- 
siderations. 

12.997. You see no objection to the unification as 
long as the currency authority is sufficiently in- 
structed, as it were, in the elements of the science 
which ho has to work ns to realise the purposes that 
this reservo is to serve? — -Grantod that assumption, 
I see no great disadvantage; but on tho other hand, 
l do not see any very great advantage. There is 
a very strong tradition for allowing a freer hand 
for that part of your reserve which is not called tho 
currency reserve. The essence of all reserves is that 
you should have a free hand with them. I fear that 
if you were to transfer the resources of the gold 
standard reserve into the paper currency reserve yon 
probably would not have such a free hand to use 
them in an emergency as yon liave now. The gold 
standard reservo is absolutely free. If yon put it 
into the paper currency reserve you quite likely 
tie it up in the same way as the latter. 

12.998. That would rather depend, would not it, 
upon the legal formula as regards the relation 
between reserve and circulation P The disadvantage 
would bo that you had not machinery of sufficient 
elasticity to permit you to use the reserve P— But I 
am afraid no one but myself has ever proposed 
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a formula which would bo sufficiently elastic. In 
my opinion, thero should bo no logal proportion 
whatever, so that the whole of the currency in your 
reserves may be available. You can get rid of tho 
legal proportion as soon as the internal drain is 
not a danger; for tho only remaining purpose of 
the legal proportion is to rendor somo part of your 
reserve useless. 

12,999. What is your opinion in this connection 
of the method, which is typically that of tho Rcichs- 
bank, I think, of permitting reduction of reserves 
subject to tax? — I think it is better than nothing, 
hut T always regard that as a rather humbugging 
contrivance, because the surplus profits of State 
banks nearly always go to the Government, and 
it does not matter two straws to the authorities of 
tho Reichabank whether they do pay this fine or not. 
It generally comes out of tho Government, which 
is entitled to a share of the surplus profits. It is 
a contrivance for moving a little in my direction 
while kcoping up the appearance of the old formula'. 
The proportionate reserve, or fiduciary reserve, and 
all these devices wero invented when you were 
keeping your reserve to an important extent against 
tho internal drain; so that when your gold was 
moving out your need for currency in other forms 
would he automatically contracted to a certain extent, 
and the legal proportion enabled to prevent tho hank 
from counteracting that by rc-issuo. When you are 
not holding your reserve for the internal drain 
but for tho external drain, tho situation is 
entirely different, and this new situation has 
not been very profoundly examined from 
that point of view. I fear, therefore, 
in tho present state of opinion that if you 
imprison in the paper currency reserve tho resources 
that Tndia in holding for external purposes they will 
ho likely to come up against some of theso rubrics. 

13,00(1. Is not that difficulty adequately, if not 
somewhat cumhrously, met by provisions for suspend- 
ing tho logal basis of tho reserve in times of special 
emergency P — Provided it is understood that you 
always break your rules whenever you want to, I 
agree that thero is less objection to them. 

13.001. That is the substance of the matter P— On 
the other hand, there is no great advantage. 

13.002. (Sir Pursholnmdas Thnhurdas.) Can you 
tell mo what you think is the ideal system of cur- 
rency for India in the circumstances in which you 
know India is at present? — I think a system like 
tho present in which stability of the exchange is 
aimed at in normal circumstances, but in which 
India is free to depart from tho present level of 
exchange if it is in the interests of the internal 
stability of price for her to do so. I would not have 
her allow the question of the rate of exchang© to 
overbeur ©very other object, but 1 think it is im- 
portant that she should maintain tho liberty to have 
a different exchange from the presont one if the 
maintenance of the present exchange would cause 
internal prices either to rise or fall to a marked 
extent. 

13.003. Then I understand that with regard to tho 
return that tho cultivator should get for his crop 
in rupees which you would insure for a period of 
yearn— say five years — you would regulate sterling 
exchange in such a mannor that tho cultivator would 
continue to get tho same return in rupees and 
nothing substantially more nor lcssP — Yes; I should 
do that, except that I should take tho standard 
value of money on a rather broader basis than crops, 
drops would be a great part, but I would have it 
rather broader. Also I would not do anything to 
counteract minor changes, and it would b© impoasibl© 
for me to do anything to counteract the changes due 
to the harvest. That you havo implied in suggesting 
a five years 1 period. 

13.004. I put a five years' period because you 
named a five years’ period before the Babington- 
Smith Committee. That is why I named itP — I had 
forgotten I had named that period. 
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13.005. For that purpose, in order to think it out 
and to avoid any injustice to any of the major 
interest* concerned, it would be necessary to have a 
complete set of figures representing tho minimum cost 
of living, and tho economic cost of growing certain 
major crops which would leave a fair margin to th© 
cultivator — would not it bo mxxwisary to do that? — If 
it was to be done in a very precise way, such as has 
been proposed for certain other countries, I agree 
you would have to have a broader basis of statistics; 
hilt there ar© all kinds of degrees possible in this. I 
think India is extremely well placed and hotter 
placed than any other country for aiming at the 
same sort of objects in a much less precis© w r ay, and 
with a much broader brush; that is to say, not aiming 
at counteracting .small movements or following small 
movements at all. To keep the stability of the ex- 
change as :i normal objective, India is able to do 
without any disturbance of her existing situation, 
whilst permitting a fluctuation of the exchange in 
th© event of the vain© of gold suffering a major 
change. 

13.006. You would havo to reckon with fluctuations 
in world prices which would he of course outside tho 
control of tho Indian currency system. Take only 
one article ill which India is substantially interested, 
namely, cotton. C-otton has this year gone down in 
America. T understand (you may lake it from me) 
that cotton has dropped in India to tho extent of 
50 rupees a hale? Yes. 

13.007. Would it not ho necessary to ascertain 
what should he th© minimum price to lie paid to the 
cultivator in order that you may not injure his 
legitimate interests in a substantial manner? — t 
should not bo influenced by the prices of one crop, 
even if it was ns important ns cotton. If the same 
thing was happening all round, then I should ho 
prepnrod to take action; hut I think it is very im- 
portant that you should nob. take action in th© 
interests of a particular group of cultivators. 

13,0()H. Take cotton, or jute, or seeds, or rico. 
Those are four of tho important crops. Take any 
one of them or altogether. Tn order that the growers 
of these should not suffer, mid they form the major 
part of those concerned whoso interests should ho 
watched, do not you think that we ought to have 
some basis before wo try to regulate exchange by 
internal price levels? T think if that policy wero 
to bo adopted it would want going into in a good 
deal of detail. I quite agree to that. You would 
have to think out quit© clearly what wero th© main 
indicators of price fluctuation which for India wore 
important. I was only moaning to say at this stage 
that T do not think that by tho adoption of this 
policy you nerd settle anything very precisely. I 
should not in the case of India at the present stage 
of tilings, aim at avoiding anything except major 
price changes which were quit© obvious to everybody 
- there would he no doubt that tho value of money 
had gone up or down, as the case might be. 

13.009. What was in your mind when you said 
“ major price changes ” which would bo obvious to 
everybody? --T think if the index prices that are now 
compiled- — no doubt they are rather rough index 
prices- -had moved 10 per cent., the Government of 
India ought to consider whether the exchange might 
not he allowed to fluctuate a .halfpenny or a penny; 
but, even so, I would do it gradually. 

13.010. Would you take the present index number 
as a fair basis?— No; if I was doing anything precise 
I would modify my index number, but I think that 
tho latest Indian index numbers are not bad. 

13.011. You would bo prepared to recommend that 
they should he relied upon for a start. Is that what 
I understand?— I think they are a fairly satisfactory 
guide to major movements. 

13.012. In America havo they got separate index 
numbers for major crops which are exported?— Yes; 
in America they have index numbers which are very 
much more elaborate than in any other country , 
and which I think are much superior. There arc 
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two reasons for that. In the first place, the Bureau 
of Labour index number is elaborately weighted 
according to the importance of the different articles. 
America has a census of production and consumption 
which is sufficiently precise to enable pretty accurate 
weights to lie given. In most countries it is difficult 
to give accurate weights becauso one does not know 
enough. The second reuson is that the manufacturers 
in America are much moro willing to make returns 
to the Government, so that America has pretty satis- 
factory numbers for certain manufactured and semi- 
manufactured goods; whereas, in most countries the 
index numbers are faulty bocause it is practically 
impossible to take enough account of the prices of 
manufactured and semi-manufactured goods. 

13013. Would you ngreo that Tndiu is far, far be- 
hind America in this mutter? Index numbers in 
India compared to those of the nature which you 
have just mentioned as existing in America, are of 
a comparatively crude nature? — Yes; but on the other 
hand, India being a simpler country in its organi- 
sation you can go much further, whilst having 
nothing but the prices of the main commodities, 
than you can in America. 

13.014. Did I understand you to say India being 
a simpler country in its organisation P— Yes; the 
number of articles which really matter aro much 
fewer in number. 

13.015. The major crops being fewer is what you 
have in mind? — The consumption of manufactured 
articles in great variety of shapes and forms being 
a loss important part of the consumption. A mere 
food index in India would go a long way, whereas 
a mere food index in the United States is very 
inadequate. I am simply illustrating what T am 
.laying, that you do not need such complication as 
they need. 

13.016. You really think, therefore, that the present 
index numbers and other figures available in India 
are fair guides mid you would utilise them for the 
purpose of the ideal that you have named? — I think 
they can, and ought to be, improved ; but I am pre- 
pared to trust them in a general way as indicators 
of major movements. 

13.017. Would you take the present basis as being 
a basis showing a fair return to everybody concerned, 
either in agriculture or in manufacture? Would you 
take the present basis of index numbers as the basis 
which should be maintained, or would you put it 
up or lower it F- If on© is going into at in sis much 
detail as that, I ought to have specified to me which 
index number you are referring to. 

13.018. Tuko the index number of cereals, which 
is round about 130 as compared with 100 pre-war? 

• 1 would not take the index number which was only 
ail index number of cereals. 

13.019. What would you take as the basis? — 1 
would take broader index numbers which are com- 
piled. My chief practical difficulty would be, I think, 
in knowing what to do when the index numbers for 
different parts of India moved differently. My in- 
formation is — T do not know that I can substantiate 
it to-day — that whilst for any precise scientific regu- 
lation where movements of a small number of per 
cent, mattered, the Indian statistics are inadequate; 
yet if you merely need a general indication to the 
authorities ns to whether prices on the whole are 
moving seriously up or seriously down, for such pur- 
poses they are adequate. 

13.020. Up to what point would you allow fluctua- 
tions before Government interfere by regulation of 
exchange to control further fluctuations? — My diffi- 
culty in answering that question is this. I am not 
quite Bure whether T am being examined, so to 
speak, on a scientific regulated currency for India, 
or whether I am being examined on what I proposed 
in my evidence in chief, namely, an intermediate 
system for India in which this sort of general aim 
*ab blended with some of the genera] aims which 
have prevailed in the past. 


13.021. You yourself said a scientific system for 
India is neither feasible, nor is the material for i 
available. Therefore I should have thought that w< 
were discussing the other one which you thought wa 
both feasible and immediately available to put ii 
practice? — If that is (dear, then I can answer. 

13.022. I took it from your earlier answer that yoi 
strike out the scientific basis as not being feasible 
but there is a rough and ready one which you thinl 
is good enough to allow the Government to go aheat 
on ? — Yes. 1 was not suggesting in my evidence ii 
chief that you should have what sometimes haB beei 
called the tabular system for India — that is to say 
in which it should bo the duty of the Government t< 
keep a composite index number within a certaii 
range of fluctuation. I was not suggesting that, 
was suggesting something much more like what i 
seems to me has happened in recent years; that i 
to Nay, so long as there are no important movement 
in the outside world, exchange stability is regarded 
hut when there is an important movement in thi 
outside world, the stability of internal prices i 
allowed to have some influence. For that purpoe 
1 think the Indian index numbers as currently com 
piled are an adequate guide. 

13.023. 1 also asked if you would tell me at wha 
point Government should adjust the exchange ?- 
Well, 1 hesitated in answering that, first, bocaiis 
1 wanted to he clear on this point. I have a fur the 
ground for hesitation, that if you are dealing wit) 
a system where the Government is not bound login 
latively to keep to a certain figure, 1 think it wouh 
depend very much upon the causes of the fluctua 
t-ions — the general circumstances; and in particular 
whether the change was onn which had originate* 
in India, or whether it was one which had originate! 
outside India. If it wab one which had originate! 
ill India I should ho more chary in interfering wit! 
it. T should think it more likely that it had souni 
foundations. But if it was a change which ha< 
originated in the outside world, if something tha 
had happened in New York and London was reaclin] 
on Indiun prices in a way which was quite unneces 
sary from tho internal Indian point of view, thei 
I should lie much more ready to meet that by allow 
jng the exchange to fluctuate a penny or so thai 
if it was a case arising in the first sot of circum 
stances. I would not liko to say 5 per cent, or U 
per cent., bocause I think that the controlling 
authority should have regard to the attendant cir 
eumstnncos. 

13.024. It may lead to this, may it not? Suppos 
ing there was a shortage of wheat in the world, am 
you found that the prices of wheat in the work 
market wore soaring, the Government of India wouh 
regulate wheat prices locally by manipulating thi 
exchange? — 1 should be against that. 

13.025. You would bo against that?— Yes. 

13.026. You would allow tho wheat crop in Indii 
to share the boom prices in tho world market?- I 
I thought it more desirable that it should not - 
should deal with an individual thing like that bj 
an export duty. 

13.027. You would put on an export duty so tha 
local prices should be regulated by that? — If tin 
movement was of such magnitude that I thought i 
would he disastrous for certain districts of India, i 
would put on an export duty such as many countriei 
have done. I would not introduce currency regnla 
tion for this purpose. What 1 should introduce 
currency regulation for would bo something of f 
general kind in the outsido world not due to a par 
ticular harvest of a particular crop, but due to i 
general tendency of prices to go up or down to at 
important extent. For example, 1920 is a typica 
sort of case. If prices in the outside world wen 
booming, as thoy were in 1919 and 1920, or slump' 
ing as they were in 1921 and 1922, I should hav« 
thought that an indication that the Indian exchange 
ought not to be kept steady. If, in suoh circum 
stances of the optside world, the stability of exohang< 
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wob to be put first, that would bring about fluctua- 
tions of internal prices which would bo contrary 
to Indian interests. 

13.028. Any such regulation would necessitate ex- 
pert knowledge about vurious world crops and world 
markets f It could not bo done by the officials that 
you referred to in your memorandum regarding the 
State Bank before the Chnmherlaiu Commission? - 
1 think tho kind of thing that I am contemplating 
would not require more knowledge than you would 
expect them to have. One has to remember that 
all this sort of matter is much more discussed and 
writton about than it used to be. Tn fact, the danger 
will be that the officials of the State Bank will spend 
too much time reading tho enormous mass of weekly 
and monthly literature on thoso matters than that 
l hoy will road too little. 

13.029. Whom would you ontrust with this work of 
watching and regulating, so as to know when to 
act?- Well, 1 think that tho ideal arrangement is a 
Central Bank, which is in close touch with tho 
Finance Department of tho Government. 

13.030. You think the commercial community would 
he able to anticipate the regulation with intelligence, 
or would it come as a surprise to them? — -Yon 
can answer that question better than [ can. 

13.031. How do you mean?— I think you have more 
experience of the people in question. 

13.032. Would that be a system capable of being 
followed by the ordinary public, or would it not be 
known to them only when notified publicly as the 
decisions of i»ersoiis in charge? — I think it would 
appear in this sort of way — that there was a severe 
boom or slump in the outside world, and that as a 
consequence of this the authorities in charge of tho 
exchange were allowing the level of the rupee to 
art as a brake against the reaction of those outside 
forces on India. I think that those major movements 
such I am now' considering are things which are 
extremely well appreciated by a wide opinion now- 
n-days. J think the situation is different from what 
it would have been oven ten years ago. 

13.033. So far as tho currency in India is con- 
cerned, you recommend no changes; you would keep 
on silver rupees and paper currency notes as at 
present?— Yes. 

13.034. You think that would be the ideal system 
for India, or would you recommend any change; are 
you aiming at any other ideal? — No; f do not think 
so. I think that the further popularisation of the 
note is desirable, but that seems to bo going 
on very well. T should have nothing in particular 
to suggest about that. The progress since the days 
when we first used to study these matters has been 
almost beyond knowledge. 

13.035. Tho progress scorns to he satisfactory as 
far as it goes ?- - Yea. 

13.036. You said you did not believe that gold 
currency would lead to a greater popularity of paper 
currency? — I said I did not see why it should. 

13.037. That would perhaps depend upon the 
psychology of the people? — Yes. 

13.038. And also, to a certain extent, upon how 
the people would take to notes after gold currency is 
available as far as inspiring greater confidence is 
concerned, would not it? — You are suggesting that 
if tho note was convertible in terms of gold that 
would increase confidence in tho note? 

13.039. Thai is it. If pooplo feel that they have 
only to go round to the Treasury or bank when- 
ever they want any gold coiu it has been repeatedly 
said to us that it would considerably increaso the 
confidence of the people in the paper currency? 
That is conceivable. I am not as much-up-to-date 
in theee matters as I used to be. In former times 
when circles existed it used to be held that doubt 
about the convertibility of the note into rupees, as it 
was then, did stand in the way of its popularity. 
My impression was that by now. any doubts about 
convertibility had really been dissipated, and that 
was no longer a matter greatly affecting the circu- 


lation of tho notes in India; hut it is not a matter 
on which I can speak with any authority. 

13.040. Would you be disposed to challcngo Indian 
opinion if it was fairly unanimous on this point? — 

1 should, on the ground that I know they are in 
favour of tho change for other reasons. \ should 
therefore consider them biased on the matter. 

13.041. Will you tell mo what those other reasons 
arc which you havo in your mind? I should like 
to try to olucidato them, hut it is difficult. L think 
Indian opinion has a fooling that a gold currency 

is, so to speak, the smartest sort of currency ; it is 
the most chic thing, and that India is, hv some 
malicious contrivance, being deprived of this outfit. 

13.042. I wonder if you have seen that eminating 
anywhere from responsible quarters in India, or is 
it your impression from a general reading of the 
newspapers? — I. have read a great many pamphlets 
and memoranda and hooks on this matter, and that 
is tho impression which that reading makes oil mo. 

13.043. With reference to silver, India will not need 
for some years to com© silver for the coinago of 
rupocs, and that would havo a depressing effect on 
the silver markets of tho world. Ts not that so?— 
Yes. 

13.044. 1 do not suppose that anybody will con- 
tend that India should continue to buy silver in 
order to help tho American market P— I do not 

contend that. 

13.045. Suppose tho people in India continue to 
take paper currency freely within the next live or 
seven years. Tho Government at present have a 
largo number of rupees in the Treasury. There are 
90 croros there. Supposing another 00 crown come 
in during the next five years. \S hat would you 
recommend Government to do? Would it ho iwes- 
sary for them to part with some of this silver which 
would bo lying idlo in tho Treasury?— Yes. I quite 
agree with the suggestion contained in tho question. 

1 think, quite apart from any proposals which this 
Commission may make, the position ot silver is pre- 
carious. Any important change of habit ion the 
part of India would upset silver. Tt is just liecnuse 

it, has no few natural supports at the moment, that 
1 gave the evidence T did earlier this morning. 

13,016. 1 only wanted to ask you what you would 
then* recommend the Government of India to do? 
Would vou then say that they must keep the silver 
and not dispose of it, as perhaps they would do in 
the ordinary course when they worn convi need that 
so much silver was not necessary P- ft. ifl difficult to 
express a definite opinion on these hypothetical cir- 
cumstances. 1 have expressed the opinion that India 
has a great interest in the stability' of silver. I 
adhere to that, hut I can quite conceive circum- 
stances arising in which silver would really he past, 
saving, ami if that were so I should deprecate the 
Government of India wasting resources in trying to 
achieve a probably unattainable stability for the 
metal — silver. 

]3 ()47. Whnt would happen at that time to tho 
silver that they had? Would not they have to sell 
it? — 1 should have thought that it is not likely there 
would he any great occasion for selling silver unless 
there was a change of habit as regards the hoarding 
of it in India, leaving that out of account, 1 do 
not see why anything should happen which should 
cause the Government of India to melt a great deal. 
You are suggesting that the progress of the use of 
Notes might be so great that less rupees would be 
required in circulation. Unless that happened very 
rapidly, tho natural increase and the natural wastage 
and so forth would, I should havo thought, absorb 
the rupees that were being released by the increased 
use of Notes. What you aro suggesting is that con- 
ceivably, but not probably, the Government of India 
would bo in the position of wanting to sell silver on 
an important scale. 

13,048. You say it is conceivable. Supposing it 
did/ in fact, happen within the next seven years. 
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Do not you think the Government would be quite 
justified in selling; silver then? — Certainly. 

13.049. Would you, then, give any weight to the 
interests of America or of any other country P— -I 
should give no weight to the interests of America 
in such circumstances- -not the slightest; but I Bhould 
still think, if I had any influence with the Govern- 
ment of India, that they ought to pay some regard 
to the stability of tho metal from their own point 
of viow. I do not suggest that, in any circumstances, 
India Bhould pay tho slightest attention to American 
opinion, unless thoy are wanting to borrow in 
America. There is no other reason. 

13.050. Thero has been a suggestion mado before 
this Commission that the question of transferring 
tho Noto issue to tho Imperial Dank or to a Central 
Bank should be considered. Do you still hold the 
views which you put forward before the Chamberlain 
Commission regarding tho formation of a State 
Batik F — Yes, I still hold those viows. 

13.051. I see you said there, on page CO of the 
Report of the Chamberlain Commission : “ First, as 
regards the relation of the Bank to the Government. 
The creation of such a Bank as is here proposed 
certainly increases in a sense the responsibilities of 
Government.” Do you think such a Central Bank 
would also increase tho responsibilities of Govern- 
ment F — In this passage hero I am distingushing 
between two senses of responsibility, and I am saying 
that in a senso it increases the responsibility of 
Government, but that in another sense it does not. 
I think I still agree with it so far as I still remember 
what :s here. 

13.052. That is brought out further on page 61, 
where, in the last paragraph but one you say : ” The 
choice lies between a good deal of responsibility 
without thoroughly satisfactory machinery for the 
discharge of it; and a littlo more responsibility with 
such a machinery ”P-— I think that fairly represents 
my view. 

13.053. And you confirm that to-day F — Yes. 

13.054. You would bo opposed then, to any sugges- 
tion that the Central Bank should work absolutely 
without any sort of direction from the Finance 
Department F— I think it is very difficult. It is not 
desirablo. The Indian Finance Department is such 
a very big factor in tho situation in their operations 
that it would be an inefficient way of conducting the 
Bank not to bo in very close touch with them, and 
if you are in very close touch with them it is 
impossible that they should not bo taking a certain 
responsibility. That had better bo faced at tho 
outset. 

13.055. It has been pointed out that Central Banks 
in important European countries have very little, 
if any, Government control. Do you think there are 
sound reasons for having a different system in Tndiaf 
— To which of the countries are you referring F 

13.056. In many important countries, we were told, 
the Central Bank is moro or less independent of the 
Government F — It all depends whether you moan 
formally or informally. 

13.057. Formally F — You could not have a inoro 
extreme case than the Bank of England, which 
formally is a private company, but that does not 
in any way represent the facts. 

13.058. And thero is a sort of persuasion, and 
perhaps a spirit of trying to see each other’s point 
of view. Tho Bank of England, at a certain juncture 
during the war, did absolutely refuse to issue paper 
without gold backing, and the Government had to 
issue their own paper—the Bradbury Note P— I do 
not think that is quite a full history of the matter. 
I should have said, if we are to take the war period 
as bearing on it, that it is the Chancellor of the 
Exchequer who has the last word in the end. 

13,069. The Government may have the last word 
by issuing their own paper P— Within very wide 
regions the Government of the day has the last word 
in the end* 


13.060. What happens if the Bank directors are 
opposed to doing itF— The Bank directors have the 
power of resigning and making a great public scandal 
about it in tho last resort, but in practice, short of 
a groat public scandal, I should say that it is the 
Government of the day which has the last word. 

13.061. Do you suggest that what you recommend 
for au Indian Central Bank has its counterpart in 
any country in EuropeF — I think we are in a very 
transitional stato in England in which the formal 
situation is more remote than it used to be from the 
actual situation. That is also the case in several 
other countries. There is a struggle going on as to 
whero the equilibrium of power should lie. In tho 
ITnitod States the precise relation of the Federal 
Reserve Board to tho United States Treasury is in 
process of evolution. It is impossible to make an 
up-to-date exact statement of what it is at any 
moment. 

13.062. You suggest a Board of throo — the 
Governor, the Deputy-Governor, and a representa- 
tive of the Government, and then you recommond 
three assessors as representing the Presidency Banks, 
as they wero then F — That is all out of date now. 

13.063. Would you make tho Imperial Bank, as it 
is constituted at present, tlio Central Bank, or would 
you start another Bank ns tho State BankP — I have 
not clearly before my mind the exact Charter of tho 
Imperial Bank, so that I cannot answer that ques- 
tion now. I should require to prepare myself on tho 
point. 

13.064. I only wondered whother you would con- 
vert a Bank, which is admitted to be a commercial 
Bank, into a Central Bank? Would you entrust a 
Bank which borrows money, and lends money, ami 
opens branches all over the country, and in fact 
which has tho largest number of branches in the 
whole of India, with the power of Note issue F — I 
think I should bo unwiso to answer, without preparing 
myself, questions as to tho way in which the Imperial 
Bank could be developed. 

13.065. Regarding tho ratio to bo fixed, I think you 

say in paragraph 9 of your memorandum that you 
“ attach very little importance to a legislative 
enactment fixing tho rupee at Is. 6d.” 1 daresay 

you inay be aware that at the moment the ratio in 
the Indian Statute is 2s. F — Yes, I am aware of that. 

13.066. Which is absolutely inoperative, and pro- 
vents gold from being tendered to tho Government ? 
— Yes. I think that inoperativo provision ought to 
be removed. 

13.067. To that extent, at least it is necessary for 
the Government to make a change, even though your 
recommendation of doing nothing may be fully com* 
plied withP — Yes, I agree. 

13.068. What is the ratio you would have substi- 
tuted P — I should substitute no ratio. 

13.069. No ratio at allP — No. 

13.070. At what rate would gold be tendered to 
Government F — It would bo possible for the Govern- 
ment to fix, as I think it usod to at one time, a 
buying rate from time to time, which would be in 
suitable accordance with the actual exchange of the 
moment. I would leave the Government to fix its 
buying price by enactment and not have it tied to a 
price. 

13.071. By enactment F — By executive order, 1 
mean. 

13.072. The basis for the action to be the regula- 
tion of internal prices P — The question of the prices 
at which they buy and sell gold is exactly the same 
as the question of the prices at whioh they fix the 
exchange. Therefore, if I am in favour of a oertain 
latitude as to the rate of exchange, I am clearly in 
favour of the same latitude as regards the price of 
gold. 

13.073. (Sir Reginald Mant.) You said in reply to 
tho Chairman that you thought that in future the 
demand for gold for monetary purposes would prao- 
tically be regulated by the supply P — Yes. 
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] 3,074. Do you share the view that in the past 
prices have been regulated, broadly, by the supply 
of gold available?- In pre-war days, yes, but with 
modifications. I think the gold reserves in 1914 would 
have been much less in relation to prices if Lho Smith 
African gold had not been pouring out since 1900. 1 

think the South African gold did not produce its 
proportional effect on prices, because the Central 
Bank took advantage of the greater ease with which 
they could get gold to increase their reserves more in 
proportion than they would have dune if it had been 
more difficult to do so. But I agree that before the 
war the supply of gold did exercise a dominating 
influence on t/ho price level. Before the war, how- 
over, gold was in circulation in many countries, so 
that the requirements of gold in circulation hud a 
strong casual nexus with the level of prices. Now 
Unit is no longer so. 

13.075. You do not anticipate any large return 
of gold to circulation? — No, I do not. Tho ono 
country which is in a position to pub gold into 
circulation without any cost, namely, the United 
States, does not in practice find that gold is used 
excopt in quito limited parts of the country. The 
greater part of the United States, which is quito 
free to use gold if they want to do so, do not. 

13.076. If prices can be kept steady by the control 
of Central Banks irrespective of the supply of gold, 
it is equally upon to them to raise or lowor pricos 
if the supply of gold remains steady? — Within 
limits. I should not have given tlio same answer 
if tho amount of gold in question hnd been ten 
times as great. All these things are within limits, 
but those limits are sufficiently wide to allow of the 
absorption of loss of 100 millions of gold. Tf you 
are dealing with much larger sums, it is another 
question. 

13.077. What I am considering is tho prospect of 
tho world’s prices being practically in the hands of 
the banks or other authorities which control tho 
volume of currency. According to your view, in the 
future world prices will practically be managed 
prices? — 1 think so. 

13.078. You think they would too managed by some 
sort of international agreement or international 
(•oinmittco? — 1 should hope so, but I think we are 
a very long way off that. You can havo a state of 
affairs where the level of prices is dependent upon 
tho action of banks, even although tho action of 
hanks is not taken advisedly or in collaboration. 1 
think the dominating influence at present is tho 
Federal Tie servo Board in the United States, and 
the great difficulty in the way of an extension of 
international co-operation is that it must mean the 
Koderal Reserve Board voluntarily resigning somo 
portion of its present power. The present political 
conditions in America are such that it would bo 
difficult for it to do that. It is already open to 
the charge of acting contrary to American interests 
under international influences. Although 'I think 
that charge is completely unfounded, it is the sort 
of thing to which you have to pay some attention. 
I believe wo could have a great measure of control 
by an international body of banks at this moment 
if the Federal Reserve Board was prepared to 
surrender somo part of its present power. I do 
not see it doing that easily. 

13.079. But looking forward, as other nations 
come back to a gold standard, presumably tho 
world’s reserves of gold will be distributed more 
widely than they are at present? — I do not know 
that they need bo. 

13.080. You do not think they will be? — Not 
necessarily. If yon had a perfect gold standard 
you would not need any gold at all. If you had 
perfect international co-operation it would be un- 
necessary for anyone to have any gold reserves, and 
a* you tend further and further in that direction 
the smaller is the part which gold reserves play in 
the matter. I think it is possible that we shall 
eventually snore to something which we call a gold 


standard, in which actual gold plays scarcely any 
part. 1 personally lmvo boon against that particular 
evolution because 1 think that the task of paying 
lip service to gold greatly aggravates the difficulty 
of tho technical problem; bub in so far as inter- 
national co-operation is developed, tho attention to 
gold will ho more and more in the nature of lip 
service, and it will bo more and more a matter of 
indifference us to what gold reserve any given 
country holds. I think there will bo anxiety on tho 
part of countries to save money and to havo as littlo 
gold as possible rather tahn to have as much as 
possible. 

13.081. Tho regulation of pricos will be under 
somo form of international control? — Yes, but I 
think it will probably bo in rather a looso way, 
such as 1 havo been suggesting in the com* of India. 
Certainly it would bo in that form firsL of all. The 
tabular standard would come later. In the first 
instance it would ho a control wlurli was aimed 
at avoiding major movements. It would not be lied 
to any prices formula. 

13.082. That would be the international position. 
What f understand you to recommend for India is 
that she should stand outside it?— 1 think she should 
wait and see. None of theso things which we have 
Itcen discussing are really in sight at present. Tho 
actual future of the gold standard, 1 think, is quito 
uncertain at the moment. If 1 was in India 1 
should wish to wait, being under no compulsion to 
inako a change, until 1 saw what happened. Wo 
are in very early days at present. It. is not a year 
since this country came on to a gold standard, and 
I think it is needlessly rash for a country which has 
its liberty to take a movement at all at this moment. 

13.083. You do not want India to tio herself to 
world prices at present? — I do not sc* why sho 
should, no. 

13,064. Later on it would bo open to her to como 
into tho international pool, or not?- -Yes, and if an 
international pool was under serious discussion I 
think India ought to bo represented at * ho meetings 
and ought to bo one of the parties to it, but I think 
she should go to that meeting with a free hand. 

13.085. With regard to your recommendation that 
we should practically maintain past practice, I think 
you modified that to somo extent in your reply to 
Sir Purshotiiindas Thakurdas, when you said you 
would have no legal rate of exchange fixed by 
statute? — Yes. Tho old practice was to have a legal 
rate ono way but not tho other; that is to say, a 
legal rate at which gold was accepted, but at no 
legal rate at which iB was paid out. 

13.086. You would not recommend a legal rate 
both ways? — No. I should prefer to have liberty 
both ways. 

13.087. Do you contemplate unlimited sales or 
rereipts of gold or gold exchange, under tho system 
you recommend? I will just explain that in tlio 
past tho amount of gold or foreign exchange to bo 
sold in the shape of rev or so councils was an 
arbitrary amount fixed by the (Jovonmiciil. It lias 
been suggested to us that in a new system un- 
limited amounts of foreign exchange should be 
provided? — I think that they should be provided at 
tho rate that was fixed for the moment. Suppose 
that tho rate was Is. 6d. : I would supply exchnngo 
freely at the appropriate parity with that, but I 
would maintain the liberty to alter it. I think the 
system which prevailed after the war of rationing 
exchange was thoroughly vicious. 1 am an admirer 
of the Lionel Abrahams system of pre-war days, in 
which you tried to work out rather carefully what 
roservos you required in order to meet the maximum 
probable fluctuation of India’s foreign trude position 
within a short period, and then used those reserves 
freely; but I should not make great sacrifices in 
order to preserve an exact parity of exchange if, 
for other reasons, I did not think it was worth 
while. 
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13,068. I understand you would have no limit in 
selling foreign exchange until it became a question 
of altering the rate? — Yes, and 1 should bo strongly 
in favour of making any alteration, not catastro- 
phically but by small degrees. If there were 
indications that there was going to be a severe 
drain, J should lower my exchango by |d. 

13.089. You would never inform the public how 
far you were going to alter it? — No, because I 
should not know myself. I agro© that the objection 
to that is that you may liavo bear speculation 
arising, but T think you must have sufficiently large 
reserves lo b'* able to look after that. Thill is so 
with any arrangement of this sort. 

13.090. Would not it introduce an undesirable 
element of uncertainty in trade and commerce? — 
It is undesirable, but 1 think it is not so undesirable 
as the uncertainty of prices. I think it is an evil. 

13.091. Dealing with the two reserves, the paper 
curroney reserve and the gold standard reserve, you 
have Baid that the former is intended primarily for 
internal conversion and tho other for external 
purposes?— I said tho silver in the paper currency 
reserve was intended for internal purposes. 

13.092. For internal purposes it is only the silver 
in tho reserve that would bo required?- -In older 
days tho amount of sterling securities in tho paper 
currency reserve was very trillng. it is the in- 
crease in the sterling securities in the paper 
currency reserve which has slightly blurred tho dis- 
tinction which used to b© clearer. Formerly the 
greater part of tho sterling resources woro in tho 
gold standard reserve. There was sorno gold, it is 
true, in tho paper currency reserve which you might 
hold as serving the other purpose, hut the hulk of 
tho paper currency reserve was rupees. Now there 
is a greater proportion of tho paper currency 
reserves which it might ho argued is held for 
external purposes, so tho distinction is not so clear 
as it used to be. 

13.093. Is it not a fact that the paper currency 
reservo serves a dual function, in holding silver 
resources for internal purposes and holding also 
a considerable amount of gold or sterling resources 
for external purposes? -Yes. I think now that is 
so — that part of the paper currency reserve must bo 
reckoned as being a reserve against external drain. 

13,001. The only distinction between the two 
reserves is that one is maintained for two purposes 
and tho other is maintained for ono purpose? — 
Except that you have this considerable Bum of 40 
millions sterling in the gold standard reserve which 
is freely available without any reaction upon any- 
thing, and which you can use untrammelled liy 
ratios or rules of any sort. I think that is a great 
advantage, fn tho use of tho second lino of your 
reserve for external purposes, which is in the paper 
currency reserve, you are more bodged about. More- 
over one would hope that it would only ho in very 
exceptional circumstances that that second lino 
would bo in question. 

13.095. Which are you calling the first line? — I 
am calling the gold standard the first line, hut I 
may be talking old-fashioned language, because I 
have not iced a tendency to keep the amount of that 
absolutely fixed in recent times, ami a greater 
willingness to fluctuate the sterling resources of the 
papor currency reserve. I think the old-fashioned 
method is better. 

13.096. Tn practice the paper currency reserve is 
used as the first line, and the gold standard reserve 
is kept as an ultimate reserve? — That is so lately. 
But I doubt whether that would be done if it were 
a matter of an important movement. 

13.097. You would rather see the gold standard 
reserve used ns Lhe first line? — Yes, and I think, it 
would he used first if tho large sums were involved 
over a short period. T do not think you can argue 
from recent custom what would happen in more 
severe circumstances, 


13.098. In the memorandum which you wrote for 
the Chamberlain Commission you recommended that 
the paper currency reserve should be made over to 
a bank but that the gold standard reserve should 
bo retained by Government? — Yes. I had forgotten 
that I recommended that. It depends upon the 
nature of the responsibility. 1 think in this Report 
I was contemplating that the Government wonld be 
under legal obligation to maintain exchange at a 
fixed figure, and 1 think I recommended this as a 
consequence of that. 

13.099. It would not quite fit in with your theory 
that tho gold standard reserve should be used as 
tho first line of defence? — Yes, I am of opinion 
that it would, because I was contemplating in that 
Report that the legal liability in relation to the 
currency would remain with the Government. 

13.100. The bank would bo merely responsible for 
maintaining the internal convertibility of the Note? 
— No, T do not think that was my recommendation. 
I am sorry I have not road this through quite 
recently. If the Commission wish to know just how 
much I hold to this, I should have to read it through. 

13.101. I merely wanted to know whether you still 
hold that, if a central hank were constituted and 
entrusted with tho Note issue, tho responsibility for 
maintaining exchange should remain with the 
Government and not be imposed on the hank? — 
There are two points I should like to make about 
that. When I was writing this I was contemplating 
that there would bo a legal valuo of the rupee in 
terms of sterling, and that the responsibility would 
lie on the Government for preserving that. I was 
also making in a senso a compromise suggestion, 
because at that time India was much further from 
the central bank idea than she is now. There was 
the complication of the Presidency Banks and so 
forth. I was in a position of difficulty as to how far 
it was possible to recommend that the Government 
should hand over to a body which was still non- 
existent the responsibility for keeping the law, so 
to speak. Now there are two changes. I am not 
recommending that there should be the same legal 
liability Lo maintain an exact rate of exchange, 
and India has progressed much further in the 
central bank direction, so it is less experimental 
Therefore I answer this point with less confidence. 
What my final answer would be would depend upon 
tho question just how much the Government was 
concerned in the hank. If an attempt was made to 
pretend that the central hank was something 
independent of the Government, I should still be 
nervous of giving them the whole of the final res- 
ponsibility for tho exchange, but if the central hank 
was, whilst administratively an independent entity, 
nevertheless in a sense a full organ of Government, 
then I should bo inclined to centralise the whole 
thing and to put the whole matter in the hands of 
the hank. But I could not give a final confident 
answer unless I had before me the precise proposal 
as to tho relations of the new bank with the 
Government. 

13.102. If the bank were not entrusted with tho 
responsibility for maintaining exchango there might 
be some conflict between their discount policy and the 
exchange policy of tho Government, might there not? 
— I think it would be most important that they should 
he pursuing an agreed policy, wherever the final re- 
sponsibility lay. It would he hopeless to hove tho 
bank responsible for the discount policy and pursuing 
a line which was not in accordance with the line of 
the Treasury in their responsibility for exchange. I 
agree with that completely. 

13.103. Then there will have to be either complete 
responsibility or complete control P Either the bank 
must take over both, or the Government must con- 
trol the discount policy of the bank?— I think in a 
sense that is true, hut at any rate in English con- 
ditions, and I should have thought in Indian con- 
ditions, things are not quite so cut and dried in 
practice, and you can have two bodies which maintain 
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their respective spheres of responsibility and of power 
and yet necessarily always work together. It is the 
fundamental question of the relation between any 
central bank and any Treasury. In a sense in any 
country it is quite unworkable that the two should 
be in antagonism. Therefore you might say, as a 
logical consequence of that, that one must be in 
subordination to the other, but 1 hope that is not 
true in practice, but that you can have two bodies 
neither of which is subordinate to tho other hut 
which must always act in co-operation with one 
another. It is a dilemma which you get in other 
spheres of government. My view in this country of 
tho futuro of regulation would be that the Treasury 
and tho Hank of England would bo neither subord- 
inate to the other but would always be pursuing the 
same policy. That may sound impossible, but I do 
not think it is. 

13.104. What I am trying to feel my way to is 
how your argument as to the varying rato of exchange 
would fit in with tho proposals which have been put 
before us for making over the responsibility of main- 
taining exchange to a central hank. Tt would he 
simple enough to make over that responsibility if we 
had a legal rate of exchange which the bank would 
be bound to maintain, but I do not see quite how the 
futuro arrangement would work out if the rate of 
exchange was variable. — You may pretend it is tho 
liability of the bank, but if there is any doubt us to 
the power of the hank to implement it the Govern- 
ment comes in at once. I think it was always con- 
templated under the pre-war arrangement that India 
might he subjected to such a severe strain that she 
would have to lnirrow. The moment there is a ques- 
tion of borrowing the credit of the Government comes 
in. I think the notion that the Government can get 
rid of responsibility on to tho bank, and that that 
avoidance of responsibility can continue not only in 
good times but in difficult times, is a misapprehen- 
sion. As soon as any real problem arose the Govern- 
ment would have to be in such relations to the hank 
again as to make itself responsible, because tho bank 
has no ultimate authority of itself. 

13.105. In any case I suppose Government would 
retain tho responsibility for varying the rate of c*x- 
ehango under your scheme? — Yes. 1 conceive a cen- 
tral lmnk not as something which is independent of 
the Government in the sense in which a Bombay 
cotton mill is independent of the Government, but as 
an organ of the Government which has a certain 
independence of tho executive; that is to say, that 
it is not a subordinate' department of the Treasury, 
but is an organ of the Government on a level of 
authority with tho Treasury. I think there is apt to 
ho a confusion between the Government as a sovereign 
body getting rid of responsibility, and soino particu- 
lar department of Government like tho Finance De- 
partment, which at present has responsibility, having 
less responsibility. I think the change would mean 
that the Department of Finanoo would have less re- 
sponsibility than it has now, but the Government of 
India, in a brood sense, would have just the samo 
amount of responsibility as it has now. ft is im- 
possible to conceive a sound system in which your 
central bank was really a private thing and was not 
subordinate to tho sovereign instructions of the 
Government. 

13.106. I just want to clear up that lost point I 
put to you. Tn any enso the responsibility for vary- 
ing or altering the rate of exchange must rest with 
the Government? — Tt might rest to outward appear- 
ance with the bank as an organ of Government, but 
I should not be ablo to conciu ve a situation in which 
the bank could fluctuate the exchange contrary to 
the wishes of the supremo authority of the Govern- 
ment. 

13.107. That is much the same thing. The Govern- 
ment must retain responsibility P — It seems to me un- 
thinkable that it should not. I cannot imugine India 
having a central bank which could say that the ex- 


change should movo si penny, when the Viceroy in 
Council was of the opinion that it should not. 

13.108. (Sir Henry Slrakuseh.) I would refer you 
to pa nigra ph 4 oi your memorandum where you say 
you do not lay groat stress upon the withdrawal of 
103 millions sterling from tho currency reserves of 
tho world. Would your opinion bo unchanged if you 
also consider that there is needed, especially in more 
priinitivo countries, an addition to the currency 
annually? In that connection I may just say that 
before the war there was an annual addition to the 
currency in India of something in the neighbourhood 
of 20 to 25 crore?- If this figure uf 103 millions is in 
fact too small a figure — if the actual figure is much 
larger —that would affect me; but I think it can he 
somewhat larger without affecting me. If you mean 
that this is a miscalculation, that what India would 
really require would ho a very much larger amount, 
I would have to reconsider my opinion. I was taking 
this figuro us a good estimate. 

13.109. I do not suggest it is a miscalculation, hut 
I suggest that ill addition to tho 103 million sterling 
which will bo nccdod to stock India with a gold 
currency there will ho needed annually an accretion 
to that currency? — Within the next 10 years? 

13.110. Tn the past there has been an annual 
accretion to the currency of India of something in the 
neighbourhood of 20 crorcs? — I am not clear whether 
you arc suggesting that India will need for currency 
purposes more Ilian 103 millions in the first ten years. 

13.111. That is so; I do suggest that.- Jf the figure 
is very much greater I should have to reconsider 
what I have been saying. I have been speaking on 
the basis of tho 103 millions being roughly right. 

13.112. If, oh you suggest in a later part of your 
memorandum, owing to the severe fall in tho price 
of silver a country liko (-hina might switch o\or to 
the gold standard, that would obviously require a 
further withdrawal from tho gold currency reserves 
of the world. Would you in that case also ho of tho 
view that it would not affect the purchasing power of 
gold? 1 agree that a point comes when you reach a 
figuro so largo that it would he difficult to supply it 
without a change of policy, hut I think there is a 
fairly wide margin. I agree that if you woro talking 
about 500 millions it would ho another mailer. 

13.113. To go further, you said in your evidence 
that a withdrawal of that gold need not affect tho 
supply of credit nml gold prices. I suppose you would 
agree in fuel# I think you said it that the reserve 
needed to assure tho external value of a currency 
is tho amount of foreign payments which have to he 
made on balance at any given time?— A Tier making 
some allowance for what one can borrow at short 
notice. 

13.114. That is to say, tho gold reserves in a gold 
standard country havo to ho big enough to enable a 
temporary adverse balance of trade to he rigid ml 
lieforo the orthodox moans of contracting the currency 
have their play? —Except that I should expect coun- 
tries to hold foreign balances as part of their reserve 
— at any rato a good many of them — as they do 
already. The measure of tho gold reserve you must 
keep is what you require to meet short period fluc- 
tuations, after taking account of any foreign balances 
that you hold, and a conservative estimate of what 
you can borrow at short notice. 

13.115. You would also agree that flic greater the 
volume of trade of a country tho greater the possible 
temporary adverse balance of payment? Except 
them are many other factors. The variability of 
Indian exports as compared with British exports is 
gronter then in proportion to their absolute amount. 

13.116. What would bo the psychological effect of 
reducing the gold balances held? If the view is held 
that the gold reserve should be big enough to right a 
temporary adverse balance of payment*, then it would 
be an easy matter to induce the currency authorities 
in the gold standard countries to rtMluce their gold 
security reserves as you suggest?—! think that tho 
danger of the central banka pursuing what 1 should 
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regard as a misguided policy, and thereby allowing 
a withdrawal of gold for India to have more eiTect 
than it need, is a very real one. 

13,117. But human nature being what it is, would 
they not feel extremely uneasy if they saw their re- 
serves dwindle to a i»oirit where they felt that their 
adverse balance of payment could not be met? Is 
not that a factor which would have to l>e taken into 
account? — I confess that the personalities of the 
central banks of the world do alarm me. 

13,113. It is not only the central banka but tho 
general public. Have not tho general public a great 
deal to do with it? If the general public became 
alarmed when they saw that the gold reserves were 
dwindling would they not immediately react' to that 
position? — I feci that unless there is some change 
of opinion in these matters we are dono anyhow. This 
does not seem to me a larger amount, spread over 
the period that it is, than amounts which will often 
ho coining along. Something that one cannot pre- 
dict will constantly put a strain comparable to this 
on tho gold standard, and if tho Governors of the 
Central Thunks arc so fixed in their minds as to what 
proportions they want, and are so unwilling to use 
their gold reserves that they cannot accommodate 
themselves to a demand of this magnitude, I do not 
see much future for the gold standard. 

13.119. I think you have said that if ideal con- 
ditions in international trade were to obtain then 
you could afford to reduce your gold reserves? — Yes. 
1 am assuming that in that case tho practice of 
holding foreign balances would lie increased. 

13.120. H lake it that would mean a long process 
of education? — Yes, I think it would, and if you 
conceit tra to those balances too much in one place 
it adds to your dangers in a sense, because they may 
be withdrawn from that place; and as regards the 
place —for example, London — where foreign balances 
are held on a largo scale, the requirements of that 
place for gold would bo greater, f agree. 

13.121. You Mould not think it unreasonable if 
jieople did attach import anco to the bolding, in these 
circumstances, of substantial gold balances to secure 
the external valuo of their money? I should think it 
foolish if they held these with the idea of never 
using thorn. 

13.122. Then, in the next paragraph, you draw a 
picture of a hanker having to pay out balances due 
to his customers. If 1 may, J. should like to com- 
jdete the picture. If you had a big creditor of a 
Rank withdrawing his balance for the purpose of 
buying, let us say, a collection of old masters, and iT 
the hank for that reason had to curtail credit to its 
other customers upon whom the trade of the big 
depositor depends, would not that hit the big de- 
positor? -I think the big customer might he 
well advised not to do it., hut 1 think there are 
limits to the extent to which his hanker can press 
that point on him. T think he would he entitled 
to resent it if his hanker pressed the point. 

13.123. That is to say, greatness, even in the 
matter of Hank balances, imposes responsibilities? — 
T have expressed the opinion already that Tndia 
would he ill-advised to press for this. 1 think it 
would he wrong of them to do il, but it seems to 
me to strike at the root of international banking 
if wo make any difficulties. 

13.124. Now to turn to another point. Supposing 
India was. content to link her price level to gold? 
What would ho the criterion, in your view, when 
you come to consider at what point you ore to 
stabilise permanently your exchange P- -I should take 
something as near as possible to the existing 
situation. 

13.125. That is to say, you would examine whether 
internal prices had sufficiently adjusted themselves 
to the external value of tho money? — Yes. 

13.126. I)o you see anything in tho point which has 
been put to us by a number of witnesses, that to fix 
tho ex tor ii nl valuo of the rupee at Is. Gd. would 
damage certain interests, especially those of the 
cultivator and exporter P— As compared withP 


13.127. With a lower ratio? — I think whenever you 
rrbitrarily alter the exohango you benefit some in- 
terests and injure others. 

13.128. But at this stage? — 1 have not examined 
the level of prices in India in detail recently, but 
so fur as my knowledge goes I see no injustice in 
Inking about Is. 6d. 

13.129. You arc aware that the oxchango has ruled 
at Is. 6d. gold ever since this country went back to 
i ho gold standard? — 1 am not uware of the exact 
period. 

13, 1J 10. But can one not suppose that, during that 
period, internal prices would have adjusted them- 
selves to the Is. 6d. ? — I think it is reasonable to 
expect that adjustment to this figure is fairly com- 
plete. 

13.131. What would be the effect if one were to fix 
the external value at Is. 4d. having regard to these 
circumstances? ■ If it is true that things arc adjusted 
to Ik. 6d., one would lie introducing an arbitrary dis- 
turbance which I should very much deprecate. 

13.132. There is tho question of tho hoarding of 
money in India. I take it you will ugreo that the 
hoarding of money is detrimental to India's 
interests from every point of view P — Yes. 

13.133. Both from the point of view of managing 
tho currency and also economically? — Yes. 

13.134. Could you suggest a way of educating the 
people of India to hoard in things other than precious 
metals? — That is a very old problem. It is evident 
that India is absorbing a very much greater, volume 
of securities than used to be thought possible. 
Kvcrything that can be done to encourage that ought 
to he done. It looks as though in recent years great 
progress has been mado. I have not the Indian 
experience that would enable me to make suggestions. 

13.135. You would say that to offer India a gold 
currency would not have any effect in tlial direction? 
— T cannot see how it could. I should have thought 
it would tend the other way, if anything. 

13.130. You would say, T suppose, that to give them 
a gold currency in India would not tench them any- 
thing?— I think it is a retrograde measure. 

13.137. ( Sir liajcmhanath Moolurjce.) I under- 
stand that your chief objections to a gold currency 
scheme aro, firstly the disastrous effect on its value, 
and secondly the opposition of silver interests? — No. 
My two chief objections are the effect on the silver 
Market, and the cost to Tndia. 

13.138. Did you not also lay stress on the interests 
of other countries being affected in anyway P — I lay 
very little stress on that. The two points I lay 
stress on are 0. and D. in my memorandum. 

13.139. The hoards of silver in India are principally 
composed of coin, are they not? — I do not know. I 
always understood that there was a bigger store of 
silver not in the shape of coin. I am not aware of 
tho relative magnitudes. 

13.140. Anyhow, wo have been told by the Govern- 
ment that in addition to 90 crores of silver in their 
reserve there may ho estimated a maximum of 
Its. 100 crores with the public? — Yes, but .1 am not 
nwarn of what tho estimate iR of tho amount of silver 
hoarded not in tho form of coin. 

13.141. The proposal in tho Memoranda of the 
Fin anco Department is, that even with the introduc- 
tion of gold coin and a gold standard, the silver 
rupee would remain legal tender? — Yes. 

13.142. The silver coin and silver rupees are 
generally in the hands of the cultivators, who number 
221 millions out of the total population of India of 
320 millions. These cultivators, as you know, will 
not be able to exchange their silver for gold coins 
for two reasons. First of all, dividing up the total 
silver coinage between these 224 millions of culti- 
vators we find that each man's share comes to about 
5 rupees. Taking an average of four persons to a 
family, a sum of 20 rupees is not big enough for 
them to wish to go and change it into gold. Also 
it is not convenient for them to do so as they want 
to use their silver hoards in times of necessity. They 
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can take out one or two or three silver pieces when 
tlioy want to buy food. If they possessed just one 
gold coin it would be very difficult for thorn to get 
it changed in smaller coins in a remote village 40 
or 50 miles from a city. Therefore, they would rather 
keep the silver in their store than change it into 
gold, besides a rupee will remain a rupee and buy a 
rupee's worth as it docs nowP — You are arguing that 
there is no real demand for gold coin in India, and 
that it is not suitable for India. I think that is 
quite possible. 

13.143. Therefore tho contention that this silver 
would come out for conversion into gold, and thus 
accumulate into the Treasury, is not qiiito correct? 
— I agreo that if there is no real demand in India 
for a gold coin, and if the scheme is a fiasco, it 
will not have very serious consequences. 

13.144. Therefore there will not be any such dis- 
astrous effect on the silver market as you appre- 
hend? — I am assuming that if it is successful it 
will be disastrous, hut if it is unsuccessful it will be 
less disastrous. 

13.145. But it cannot have a disastrous effect on 
the silver market if silver is not changed into gold? 

Tf most people in India do not want gold coins, 

and will not have anything to do with them, then 
1 agree that the offer to them of gold coins will not 
have very serums consequences. On the other hand, 
tho risk would have hoen run for no very useful 
purposes. 

13.146. Ah regards the second point, the opposi- 
tion of silver interests, do you remember that, with 
the formation of the Latin Union in 18G5 and the 
adoption of tin gold standard by Germany in 1871, 
silver prices fell from 65d. per ounce in i860 to 
about 31d. in 1893? Did the members of tho Latin 
Union and Germany give any thought to what effect 
their policy of the demonetisation of silver would 
have on India’s stores of silver? — As you are pro- 
bably aware, it was a very great controversy at the 
time, and there was tremendous opposition in all 
countries to a step which would depreciate silver, 
hut I agreo with your main suggestion that the 
prospective depreciation of silver did not carry 
decisive weight at least not with France and Ger- 
many. It was a very groat historical controversy, 
and the views of India were freely expressed and 
weight was given to them; hut I agree with your 
suggestion that tho final course adopted by tho Con- 
tinental countries was not much influenced by what 
Tndia said. 

13.147. They did not think of India when they did 
it?- -I think they did consider the disadvantages of 
depreciating silver, because there was a very power- 
ful nml vocal party which expressed that opinion; 
but the final division went contrary to those argu- 
ments. 

13.148. Again, with the triumph of the gold stan- 
dard in 1890 I believe, in America, and tho adoption 
of the gold standard by Japan and llussia in 1897 
silver depreciated further to about 22d. in 1908. 
That means that in the course of about 40 years 
India’s stores of value in silver, depreciated to ^rd 
of their value in 1869, through the deliberate action 
of other countries. Why should Tndia now Rhow any 
scruples about the effect a particular policy proposed 
to be adopted by her may have on foreign countries 
or foreign interests? — I do not think they need if 
it is for an important advantage. My argument 
was on rather different lines. I was suggesting that 
India was herself one of the greatest holders of 
silver in the world, and thut it was the Indian 
silver interests which ought to be regarded and not 
the foreign silver interests. 

13.149. Do you rofer to the producers of silver in 
Burma? — India is one of the greatest ownors of silver 
in the world, and therefore India, as f. say, has an 
interest in considering the value of silver. 

13.150. The domination of silver in her currency 
naa cost India huge losses in the past. If she 
chooses now to break away from silver, in order to 


safeguard her future and come into lino with gold 
standard countries and is willing to undergo a tem- 
porary sacrifice whnt objections would you still have 
to the proposed gold scheme?— I think she must weigh 
the consequences. I do not at all say that India 
ought to support silver at all costs. I agree that 
tho past experience of India in relation to silver has 
been unfortunate ill many ways. I think it is a pity 
that India is such a large holder of silver; but, that 
being so, she must not forget it. Silver must not 
bo treated as a foreign interest. Silver is very 
greatly an Indian interest, and from that point 
of view l think India would he well advised to go 
very cautiously. If there were great advantages in 
a gold standard T should weigh them against the 
disndvantnges of depreciating silver, and I might 
quite likely como down in favour of a gold currency. 
My whole argument is conditioned by my assump- 
tion that theru aie no great, advantages in a gold 
currency, and that being so it would be short-sighted 
to do something which would react heavily upon 
hid inn holders of silver merely in order to satisfy 
what tuny bo an ephemeral phase of public opinion 
in Tndia. 

13.151. Do you think India has advanced suffi- 
ciently in hanking habits to bo able to work success- 
fully a paper control system, whic h has been rejected 
by England on the grounds that tho time was not 
yet ready? — I am in favour of an exchange standard 
and the use of paper currency and rupees according 
to the experience and practice of tho country. I am 
not quite clear how the question of the development 
of a banking habit is relevant to that. 

13.152. A banking system must bo introduced to a 
large extent among the people, so as to get them 
accustomed to the drawing of cheques, tho working 
of tho discount rate and su on? I do not think that 
much affects the matter. 

13.153. You are against the gold standard? Yos. 

13.154. You say it is “ a barbarous relic ”? -Yes; 
that is a eorroct quotation. 

13.155. (Sir Ifajendmnath Mookerjee .) Ilufc perhaps 
for a barbarous country like India tho barbarous relic 
may provo a blessing. 

13.156. (Sir Alexander Murray.) So far as roga- 
tions of prices in India is concerned, does it make 
any difference whether wo have a gold standard with 
a gold coin, or the old gold exchange standard and 
a regulated rate of exchange?- Very little, I think. 

13.157. It is immaterial? Practically. 

13,153. Wo could have a gold standard without a 
gold currency?- -Yes. 

13.159. Personally you do not favour a gold cur- 
rency?- No. If 1 am arguing on the basis of it 
being certain that India wants to have a gold stand- 
ard of somo kind, I should then prefer the gold 
oxchango standard to tho gold currency standard. 

13.160. You think gold is ladder in tho central 
reserve, so to speak, rather than in circulation? -Yes. 

13.161. You consider it wasteful in circulation? - 
Yes. 

13.162. Earlier in your evidence you differentiated 
between tho reserve which England has to-day - the 
typo of reserve which is really against external drain 
and tho typo which India should still have, which 
should bo against an internal drain as well as an 
external drain P — Tf India had a gold currency she 
would need gold against an internal drain just ns 
sho needs rupees against an internal drain now. 

13.163. Wo have had it put to us that in tho post 
England adopted the process of keeping a reserve 
against internal as well as external drain; that is 
to say, when it had gold coins in circulation. Ger- 
many had to do the same thing when it went on to a 
gold standard in tho ’70’s. Did Germany not pro- 
hibit the use of small Notes in order to get gold 
coins into circulation? It has been suggested to us 
that just as Germany and England had to go thrsugh 
that stage before they came to the present stage, 
aurely India is entitled to go similarly through the 
gold coinage and circulation stage ?— I think if India 
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wants to go through every stage sho had better 
start with cowries. 

13,1G4. I only want your opinion on that point, 
because it is an argument that has been put to us 
in India P — You mean the idea is that India is to 
begin by making all the mistakes that it is possible 
to make, and to adopt in turn all tho obsolete cur- 
rencies. 

13.105. India has been on a gold exchange standard. 
Knglnnd has now reached the gold exchange standard 
practically. It has been suggested that Tndia, not 
having gone through tho gold currency stage, ought 
now to go through the gold currency stage in order 
to familiarise her people with tho gold coinage P — 
Nobody would make tho same proimsals as regards 
cotton machinery or motor cars, would they? 

13,160. I am glad to havo your opinion on that 
point. In connection with the ratio of exchange, I 
think in olden days you favoured the sovereign as 
being tho suitable coin on the Is. 4d. basis ? Suppos- 
ing the ratio is altered to Is. 6d., what is your opin- 
ion in that connection now? I have not thought 
much about that. Aft Is. 0d. the sovereign is nn in- 
convenient unit. 1 think you would need a gold 
coin which represented a more convenient number of 
rupees. 

13,107. Does that suggest to your mind an Indian 
gold coin- -either a 10 or 20 rupee gold coin? — I think 
of this as a mere matter of convenience. I have no 
particular feeling one way or tho othor. 

13,16^. Have you a feeling in favour of a high 
valued gold coin? - It depends on how serious you arc 
in your wish to get gold into circulation. If you want 
to get gold into circulation T should havo a relatively 
small unit, say 10 rupees or Jess. If you hopo tho 
people will take as little gold as possible then I would 
have a larger unit. 

13.169. Your view in that connection would bo that 
India should therefore have a large valued coin?* I 
would havo ns large a unit ns possible, because the 
less gold flows into circulation the better. 

13.170. In the old days it was really the sovereign 
that circulated more than tho half-sovereign? — I 
helievo so. I believe there wore hardly any half- 
sovereigns in India. 

13.171. T gather from your examination that you 
are prepared to give India a gold currency practic- 
ally in order to placate Indian opinion, and even 
although Indian opinion may ho misguided. How 
do you arrive at Indian opinion P You said you 
arrived at it, I think, by reading various publica- 
tions, hut do you recognise the difference between 
opinion in India and opinion at homo with which 
you are moro familiar P — Yes. I do not pretend 
to assert as a fact that Indian opinion i* in favour 
of it. I mentioned it because it is often said that 
it is, and that seemed to me, if true, the most 
solid argument T have heard in favour of gold 
currency. Therefore T devoted myself to answering 
what seemed to me the most solid argument. But 
it may bo that Indian opinion is not in favour. 1 
am only going by tho type of communication which 
this Commission 'has probably had in large quan- 
tities, and which 1 also receive through the post. 

13.172. If you wore to take a country like 
England, with a high standard of education whero 
probably 80 per cent, of the people are urban ss 
against 20 p«*r cent, in the country . . . P — Frttnklj r 
my opinion is that Indian opinion is in favour of it, 
in the same sense in which British opinion was in 
favour of the gold standard a year ago. In this 
matter there is always only a small minority of 
the public who take any intelligent interest in it. If 
you take good c)as8,acadomic opinion in India, which 
I think ought to have some deference paid to it 
in a matter of this sort as representing true Indian 
opinion, I should have said that the weight of good 
academic opinion in India was in favour of a gold 
currency. Many professors whom I consider deserve 
respect in other matters have expressed that view, 
and although I disagree with them on that I do 


not think their opinion ought to be swept on ona 

Bide. 

13.173. I appreciate that. You think that the 
academic opinion in India, although of very small 
volume, is of such value that it ought to he ciufe- 
fuliy weighed as ag&inBt tho unexpressed opinions 
of 80 or 90 per oent. of the population? — Yes, I' 
think it ought, because it iB not only Indian 
academic opinion but there is also a considerable 
volume of Indian business opinion to the same 
effect. 1 think all the methods one has of gauging 
Indian opinion would lead to the conclusion that 
Indian opinion, so far ns it is intelligent and 
articulate supports this. 

13.174. At home they have not accepted the best 
academic opinion? — They have accopted tho weight 
of academic opinion. 

13.175. (Afr. Preston.) It is quite evident that you 
are aware of another side of Indian opinion re- 
garding the propositions which the Commission 
have placed before you in the memoranda other than 
was evident to us. Therefore may I say that it will 
not come as a surpriso to you if 1 were to state 
that the phaso of Indian opinion which has been 
placed before you in that memoranda is not tho 
only one which is existing in India? — 1 am glad to 
hear it. 

13.176. Or in other words that there is a very 
heavy weight of opinion also in India which is not 
represented by that memoranda?— I am very glad to 
hear it, hut 1 can only say that not much of it has 
come my way. 

13.177. The old exchango standard which we lisd 
functioning in India from 1893 to 1914 was simple, 
public, automatic, and brought great advantages to 
the land of India, did it notP — 1 think it was the # 
l>est currency system then existing in the world. 

13.178. And had it not been for tho war it is 
reasonable to suppose that that system would still 
have boon in force? — I think so. 

13.179. And there would have been no need for 
tho Bubington-Smith Committee or probably for 
this CTonitnission ? — I think that the conclusions of 
the Chamberlain Commission would havo held. 

13,lft0. This other weight of opinion recognised 
that that old exchange standard had been beneficial 
to tho land of India had it been properly managed. 
Tlioy have como to the conclusion that during the 
w r ar it was mismanaged. For our purposes now it 
is immaterial whether it was or was not, ibut, really 
speaking, it was about two-thirds on the way 
towards a simple gold standard, was it not, in its 
application? — Yes, quite two-thirds of the way to 
a gold standard, but to a gold currency not so far. 

13.181. Let mo call it a simple gold standard? — 
Moro than two-thirds of the way. 

13.182. The concensus of that other opinion to- 
day, in so far as I can read it, is that they Tiave no 
desire whatever to be guilty of, or to demand, any 
action from the authorities on ,this side which, in 
her claim for gold, would be detrimental either to 
this country’s or to India’s interests. They have 
also in view that, in her demand, they would not 
bo guilty of any action which would in any way 
jeopardise the existing securities in the paper cur- 
rency reserve or the gold standard reserve. What 
they desire is simply this — that it should be 
authoritatively constituted, that there should be a 
free and unrestricted import of gold and output of 
gold. In pre-war times the sovereign was the 
universal tender in Tndia. The parity was 15 to 1, 
or the Is. 4d. such as we knew it. Therefore the 
upper gold point was put down as Is. 4Jfcd. The 
export point was put at Is. 3JJd.. and, whilst we 
allowed gold to come in, Government never accepted 
the responsibility of giving gold on the other sido 
for rupees. Therefore what they now desire is that 
that inequality, if I may call it so, should bo 
rectified. So that, taking the changes which havo 
happened since then, and taking the great changes 
and the difficulties which are in evidence here on 
this side, and of which you yourself have spoken 
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this morning, would it not bo a reasonable and a 
fair proposition in answer to their demands to grant 
the concossion which they now desire, namely, that 
our existing system should be so altered as to load 
to a froe import of gold and a free outflow of gold? 
—Yes, T think so. If it is settled that India is to 
havo a gold standard of some kind, and if the 
feeling in India in favour of greater facilities 
for getting gold is to be met, I agree with you that 
the .wisest way of doing it would ho to have a 
statutory selling price for gold on bohalf of tho 
Government, as well as a statutory buying price. 
That is assuming that tho gold standard is to be 
established. 

16.183. Then they go furthor than that. They 
fin to that in their demand* Government should only 
m» 11 her Council Bills to tho exact amount of their 
requirements. Consequently Government, having 
sold her Council requirements, which for tlio last 
>ear wero about 40 millions sterling, the off-take for 
gold would not bo more from this market or from tho 
world’s markets. Wo have it in evidence that it is 
from five millions to ten millions. Would that meet 
with your approval? — ll should not havo thought that 
fhe net takings of gold, if the Government hud a 
statutory selling price, would bo much different from 
what they would bo if it had not a statutory selling 
I trice. That is your point. 

13.184. The point is this. In tho memoranda* 
which you havo got thero they present to you a 
bogey of 103 millions of gold? — That is on. tho 
assumption of a gold currency, hut I think there is 
one point where T should differ from what you nro 
suggesting. If the Government is to havo a statutory 
selling price for gold it will have to hold a permanent 
gold reserve in India in order to meet that liability, 
and tho amount of the normal aggregate of that 
gold reserve would be in addition to India’s other 
gold requirements. Therefore, whilst it would bo 
itss than Jfl3 millions, T think the statutory selling 
price for gold would mean somo addition to India’s 
net gold requirements in tho first instance. After 
lhat reserve had been once built up, I do not see why 
it should mean any further increase. 

13,1 85. What I am trying to arrive at is this- that 
the annual off-tak© from this market would never, on 
tho average, exceed fivo millions to ten millions of 
gold? — I cannot say as to that, but 1 see no reason 
why the annual off-take should bo increased. T do 
sco, however, a reason why tho initial requirement 
would ho greater. The Government would have to 
bold gold in order to make sure of being able to meet 
its statutory liability to soil gold at fixed prices. 

13.186. Then tho idea underlying their roquest in 
that particular respect is this -that in the event ot 
a falling away in exchange, and exchange falling to a 
lower point, her gold standard reserve it still intact? 
- Yes. 

13.187. So that this extra off-tako would not be 
required in any way whatever to maintain tho ex- 
change parity? — You would requiro af^ additional 
reserve, hoc an. so you would have an additional re- 
quirement. The gold which India kept in India to 
meet its statutory liability to sell gold at a fixed 
price would be additional to the reserve which she 
would have to keep to meet external drains. 

13.188. It would in its operation become 
additional? — But once that initial reserve had been 
built up I do not see that any more gold would be 
required than is required at present. 

13.189. I would liko in obtain your opinion on this 
silver bogey. From tho best information which has 
been placed before us wo gather that tho total 
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amount of rupees outstanding to-day is about 250 
crores — possibly 300 crores as an out&ido figure, of 
which there aro nearly 90 crores in the Government 
Treasury chest. Trior to tho war it was always the 
policy of the Government of India to maintain about 
20 crores ns a working balance. Taking India’s 
trndo to-day at about 100 per cent, increased volume, 
and with tho incroaso in population, and the 
possibility of increased trade, would it be un- 
reasonable to suppose, as is tho evidence which has 
been tendered to us, that tho working balance would 
be a in iiiimuiu one at about 40 crores, in com- 
parison with tho 20 crores in pre-war times? — My 
opinion would not bo worth anything unless I could 
look into it moro carefully. 

13.190. Assuming that tho 40 crores was a fair 
estimate, that would leav© in our paper currency 
reserve about 60 crores. Wo havo ascertained in 
evidence that the annual absorption of rupees is ill 
tho region now of nine crores per annum. On that 
assumption the excess stock would hardy give us 
room for live years’ requirements? — Tho arithmetic 
seems to bo oorrnct. 

13.191. If tliat wero tho case would you say that 
the bogoy of the selling of India’s rupees was 
warranted or not? — I seo no reason to expect that 
India would bo selling rupees if a gold currency is 
not introduced, or, if a gold currency, being intro- 
duced, is inoperative. 

13.192. Tho memoranda which havo been placed 
before you suggests tho sale, in view of that balanco 
figure, of what they look upon to-day as redundant 
rupees. Assuming that our annual absorption is in 
l ho region of nine crores, with an increasing figure, 
is tho reason for tho suggestion of that sale apparent 
to you or not? — Tf I follow you rightly, you aro 
going on a different assumption. Tho memoranda 
assn mo that gold will lie introduced into India an tho 
currency, and will eireulat© to an important extent. 
You arc assuming it will not circulate, and therefore 
that tho demand for rupees will go on ns heretofore. 
So naturally tho two assumptions lead to different 
conclusions. Jf no clmngo is made in tho way of 
introducing a gold currency, \ quit© agreo that tho 
present apparent redundancy of rupees in the 
reserve would bo absorbed in due course. 

13.193. Therefore this idea of a wholesale selling 
of rupees would not bo warranted? — -But that idea of 
a wholesale selling of rupees is made on a different 
hypothesis. 

13.194. ( Sir Henry Strakoseh.) .We havo been told 
by sonic witnesses that tho time is not yet ripe for 
India to cfttahlish a real Central Bank because it* 
present banking organisation is too limited. Do you 
seo anything in that point? — -No. 

13.195. Would you not rather say that a Central 
Bank would be very helpful in expanding the com- 
mercial banking organisation ? — Yes, 1 should. 

13.196. ( Sir Iteyitmld Mant.) When you advocated 
a variable rate of exchange, I assumed that there 
would ho no place in your system for a legal tender 
gold coin? No. 

13.197. 1 understood from your sulwsoquent replies 
that you did contemplate that? -No. 1 was doing 
that on a different hypothesis. I said assuming a 
gold standard is to bo established in Tudia then I 
thought that tho statutory selling price might be 
introduced. If, as si consider the hotter policy, a 
legal gold standard is not introduced, then there is 
no place for tho statutory soiling price. 

13.198. (Chairman.) We aro very much obliged to 
you for your very valuable assistance. 


(The witness withdrew.) 
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(Secretaries.) 


Dr. Edwin Oannan, M.A., LL.D., culled and examined. 


13.199. (Chairman.) You hold tlio Chair of 
Political Economy at tho University oF London? — Yes. 

13.200. You have been good enough to provide us 
with n memorandum,* oil which I will ask you a few 
questions in orclor to elucidate certain points. You 
express, in the first instance, a general opinion in 
favour of a gold currency standard in preference to 
a gold oxchango standard? — Yes. 

13.201. You say that if you felt complete confid- 
ence that the principles of the gold exchange stand- 
ard would always be properly carried out, possibly 
the weight of your opinion might bo different? — Yes, 
that is so. I do not know of any country in which 
1 have confidence. 

13.202. That is the reason why you come to tho 
conclusion that tlioso principles would nut always 
he properly carried out in the future?- Yes. I think 
it is very unlikely they would bo carried out in tho 
immediate future in almost any country. 

13.203. Is your opinion in that regard based upon 
the experience of the past in India? — Yes. 

13.204. In the past has India ever had a scientific 
and sound gold exchange standard? Let me point 
out the direction of my question. We have had a 
good deal of evidence to the effect that India has 
never had such a standard because, for instance, thcro 
was no legal obligation to sell the moans of inter- 
national payment either in the form of gold or 
exchange? In view of that it cannot bo said that 
she has ever had a sound exchange stand? — Tf that 
is so that really illustrates my point, because if 
things had been properly understood she would have 
had it. Tt is really part of the samo thing. 

13.205. You come to the optimistic conclusion that 
things aro better understood now. On the assump- 
tion that a sound oxchango standard were to be 
established, would you still feel any confidence that 
the principles would be properly carried out?— I 
should not feel any confidence that tho thing would 
always remain in competent hands. The management 
is constantly shifting, and you never know who may 
come in. 

13.206. You lay particular emphasis in that answer 
on tho hands to which the management of tho stand- 
ard is entrusted? We hava had a considerable volume 
of evidence in favour of entrusting the management 
of the currency and of the exchange to & Central 
Bank. Assuming that such a change were to be 
made, would that make any difference to the weight 
of your opinion in this regard?— I think it is very 
difficult to make a totally independent management 
of that kind, and such management is always liable 
to be much interfered with by something done by 
tiie Government. I observe that in Poland lately, 
while the Bank. circulation has been decreasing^ the 
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Government has been increasing theirs enormously. 
1 do not think you could in India dissociate the Bank 
management entirely from Government management, 
and make tho Bank entirely independent. 

13.207. In other countries we are aware that stand- 
ards which are essentially exchange standards are 
administered with apparent efficiency by Central 
Banks. What is there peculiar in the Indian con- 
ditions which makes you less confident of a similar 
mailt? — I do not know that I am less confident with 
regard to India than with regard to other countries, 
except in this — that tho Indian management is rather 
more liable, I should think, to change owing to differ- 
ent people going out from England. I do not think 
any country has latoly given a great example of in- 
dependence on tho part of Central Banks. 

13.208. You think a higher moasuro of independ- 
ence on tho part of the Central Bank is necessary 
than that which obtains in this country ns regards 
the Bank of England and the Treasury? — Yes, I think 
it is. 

13.209. You think it would bo desirable there 
should he even a higher measure of independence 
than that with which we are familiar here. In sub- 
paragraph A of paragraph 2 of your memorandum 
you say “ Therefore, if 1 were myself an Indian, I 
should prefer the simpler gold currency standard as 
being less likely to be broken down by bad manage- 
ment. " Will you explain to us in what respects the 
gold currency standard is simplor and less liable to 
be broken down? — 1 should have thought it was 
fairly obvious why it is simpler because it is less 
dependent on all sorts of transactions regarding ex- 
change, things which people do not understand, and 
more obviously dependent on simple currency condi- 
tions. I am ruther impressed with the complication 
of tho other system on reading about liow it has 
worked in India in tho last 20 years. 

13.210. If I may suggest a comparison, not with 
the system which has hitherto provailed in India, 
which undoubtedly had many complications some of 
which may be, in some opinions, held to have been 
unnecessary, but with a simple gold oxchango stan- 
dard bused upon an obligation on the part of the 
Central Bank to buy and sell at fixed rates tho 
means of international payment, what would you say 
to that? — I think when you get on to the bare boneB 
of the gold exchange system there is very little 
difference between the two — some people say that this 
country is on a gold exchange standard system now. 

13.211. Then I rather take your answer to mean 
that if the gold exchange standard system is defined 
with sufficient precision and reduced to its most 
scientific minimum, there is, in your opinion, no 
great difference in simplicity between that and the 
gold currency standard?— There is not, really, but 
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1 very much doubt whether the ordinary person will 
be able to understand it ns well, even then. 

13.212. In 4ub-parngraph D of paragraph 1 you 
■ay probably this is very largely a matter of notional 
sentiment; the feeling being that Western nations 
adopted gold currencies in their own interests. Might 
not one say that they have also abandoned gold 
currency in tlioir own interests? — They may have 
thought it was in their own interests, but I do not 
think it has been so, so far. 

13.213. So far we have had the two systems stand- 
ing on their own bases. They thought it was in their 
own interests to have gold currency, ami the same 
tribunal now thinks it is in their own interests to 
abandon it? — 1 should think that Indian opinion 
believes they were right about adopting it. No- 
liody could contend that what happened lately dur- 
ing the war and afterwards was really in their own 
interests. 

13.214. Leaving asido what happened during the 
war which was perhaps rather duo to circumstances 
over which there was no control, and referring to 
post-war policy, it has been tho case, has it not, 
that there has been a general move away from gold 
currency amongst Western nations? I rather doubt 
that. I have not in my mind that any of tho coun- 
tries have renounced their policy except this country, 
and this country has renounced it only as a tem- 
porary measuro; at least, tho renunciation of gold 
currency lias boon put forward as a temporary 
measure. 

13.216. Wo have had the opinion very strongly 
oxpressod to us by various witnesses that it is a 
probability that this country will return to a gold 
currency. Apart from the question of what ought 
to bo done, what is your opinion as to what is likely 
to ho done? — l think it is quite probable that gold 
will be allowed to circulate if people want to have 
it, hut I do not think it is probnblo they will want 
to have it any more than {“Scotland or Ireland, or 
most of the British Colonies, wanted to have it before 
the war. 

13,210. Tn paragraph 2 you say 11 The interest of 
Croat Britain and the West generally is that India 
should lie prosperous end well satisfied, and to secure 
this Creat Britain might well he content to incur 
some inconvenience.” That is, in tho provision of 
gold. Wo are looking at this entirely from the point 
of view of Indian Interests, end I should like to 
know your opinion upon what, if any, inconveniences 
might be incurred by Tmlia in the event of tho 
requirements of additional gold for India creating a 
disturbance in tho world’s gold markets?— -I should 
think it would be inappreciable* 

13.217. I supposo we must assume that it would 
depend on tho magnitude of the disturbance? -Yes, 
hut I do not think it could bo very large. 

13.218. Is that based upon your own calculation as 
to the amount of gold that would he required? — 
Even if it was considerably more, the share of India 
in the world’s total inconvenienco would, I think, 
ho very trifling. 

13.219. Supposing the amount of gold to ho 
required was something of tho value of 103 millions 
sterling: Would you contemplate the possibility of 
no disturbance to the world’s gold markets such as 
might react unfavourably upon the interests of 
Indian trade and of tho Indian community?- -I do 
not think there would be any appreciable disturbance 
if the 100 millions was spread over some reasonable 
length of time. 

13.220. That, as I understand, is based upon your 
analysis of tho future relation between production 
and supply of gold, which is dealt with in your memo- 
randum?— -Yea. 

13.221. Then you say, in paragraph 2, that the 
production of gold is likely to remain high for a 
considerable period yet and that if the East takes 
no more gold than before there is great danger of 
a further rise of price* in tho gold standard coun- 
tries. Evidence, on the other hand, lias been tendered 
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to the contrary and supported by statistics to show 
that future output of gold is likely to fall, and that 
tiie amount of current output available for monetary 
uses is likely to fall short of tho mark, so much that 
unless the use of gold in the various countries can 
be economised there is bound to be a fall in prices. 
Can j’ou explain to us what leads you to tho con- 
trary conclusion? — It is a question upon which 
experts differ. Some of them think one thing and 
some of them think the other, with about equal 
authority. «Some think there will bo a danger of a 
fall, anti others think thcro will lie a danger of a 
rise. 1 think those contrary opinions rather neutra- 
lise each other. Probably tho truth is very likely 
to lie between them; that is to say, that there will 
not ho very much difference. We have always to 
remember that supposing the value of gold does rise, 
the production will ho larger than if it does not. 
'l’lio production of gold seems to bo becoming very 
much a commercial matter like the production of 
ether metals. You cannot look at the figures of the 
mining profits in tho Transvaal without seeing what 
a very groat difference a small increase in value is 
likely to mako. 

13.222. In your opinion do tho available statistics 
show that the production of gold follows a riso in 
\ ul tie just as effect follows cause, or, would you say 
thcro is anything to ho said for tho opposite pro- 
position, namely, that tho general prico level follows 
tho amount of gold which is available for monetary 
purposes? — I think, if you investigate the working 
of the mines at all, it seems quite obvious that 
the production does, to a great extent, follow tho 
alteration of value. Of course, the mine-owners do 
not put it in that way; they say that tho working 
costs have increased if tho value of gold goes down. 

13.223. It must, f imagine, depond to a largo 
extent on tho discovery of fresh sources for the 
supply of gold, and fresh processes for tho extraction 
of gold from low-grade ores?- Yes. 

13.224. Without such new factors thcro can hardly 
I hi any increase in tho supply to respond to tho 
demand, enn there? -It simply means that lnw- 
grude mines nro worked, and that tho high-grade 
mines nro worked rather faster perhaps. 

13.225. -Are there, within your knowledge, any 
potential sources of supply of gold in low-grade 
mines which might be worked in consequence of a 
rise in the valuo of gold, which are at present 
unworked- -I mean any substantial possibility of 
expansion of supply? -L think so. It is pretty 
obvious that during the war, when tho valuo of gold 
foil very violently, tho United States production 
dropped off tremendously, and ns to tho Transvaal, 
you have only to look through the accounts of varioua 
mines to see that there is a considerable amount of 
prod notion on the margin. 

13,220. Then we should look to these potential 
sources in the United States and the Transvaal? -All 
over the world. I suppose something may be looked 
for in llussia after a bit. 

13.227. There is a sentence headed A in your para- 
graph 2 which suggests a question not strictly in 
connection with what you aro there dismissing. You 
‘ay 14 People who have once become accustomed to 
paper currency do not wish to return to gold coins.” 
We have had considerable evidence as to the growing 
acceptability of a paper currency amongst tho popu- 
lation of India, tending to show that tho Indian 
people are becoming increasingly accustomed to 
paper currency. T would draw from your opinion 
tho conclusion' that such people would not wish to 
return to gold coins, and that if you offered them 
gold coins you might be offering them something 
which they did not want. Would that be your con- 
clusion ?~ Yes. 1 think T state that somewhere 
in my memorandum. Tt is implied that I do not 
expect any of the Indian notes to be converted into 
gold merely because they can be so converted. 

13.228. In your opinion, what are the advantage* 
to be gained by making, as it were, an offer of a gold 
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currency which is not desirod and which would not 
be used? — Because that is nn essential part of the 
gold currency standard system. 

13.229. It looks as if we are going in a circle, if 
we have gold coins because they are part of the gold 
currency system, and we have a gold currency system 
because it enahlos us to havo gold coins. I was 
wondering what tlio concrete advantages were of a 
potential gold currency which is not used ?- -Merely 
because it is at the basis of keeping the gold standard 
intact, and prevents you having the complications 
of a gold exchange. 

13.230. That is referring again to the greater 
simplicity as the concrete advantage? — Yes. 

13.231. As to that, I think it is your opinion that, 
as between a rofinod exchange standard system and 
a gold currency system, there is not much to choose 
in the matter of simplicity ?-— No. 1 do not mean to 
say, of course, that gold coins might not he used for 
hoards instead of bullion. That is not covered. 

13.232. That is a point which perhaps I might 
raise on another paragraph of your memorandum. 
In the final sentence of paragraph 2 you say, 
14 Additional demand from tho East, therefore, if on 
a moderate scale, is not to be feared but to l)o wel- 
comed by tho gold standard countries of the West.” 
In the present condition of tho currencies of tho 
West and the circumstances surrounding tho return 
to gold, do you think it would be welcomed ? —There 
are no limits to human stupidity, of course. I dare- 
say it would not bo welcomed by everyone. 

13.233. Has not ono to consider not only things ft* 
they ought to be, but things as they arc — tlio 
psychological factor? Do you think the possibility 
of such a demand from the East might cause, whether 
rightly or not, such apprehensions amongst those 
responsible for the currency systems of tho “West as 
would lead to disturbances, a riso of Bank rate, for 
instance, and other disruptions in tho administration 
of our currency systems, which would havo an adverse 
reaction on Tndia? T think that is really covered by 
the questions you asked mo before. T do not think 
the effect in India would he appreciable. 

13.234. In paragraph 3 you sa.v, 11 I seo no ground 
for supposing that if complete liberty of exchange 
of silver rupoos and currency notes into gold coins 
w r ero given at onco all over India, there would bo an 
onormous demand for gold coins, unless some ill- 
advisod action had crcatod distrust.” Assuming that 
is so — that it would mako no demand — nevertheless 
the obligation undertaken by tho currency authority 
to givo gold coins in return for token currency would 
be an absolute ono — and would bo one which would 
involve a very heavy responsibility. Even though it 
was foreseen that there ought to ho no demand, do 
you think it would bo prudent for a responsible 
authority to accept such an obligation without 
making adequate provision to meet it in easo tho 
more optimistic expectations were not realised? 1 
think 14 safety first ” js tho proper rule, and that it 
is desirable not to incur any greater liability than 
you are quite certain of being nbln to meet at any 
particular stage in tho process. If you do that I 
think there is no danger in the proceeding. 

13.235. Even if you were to accept the optimistic 
conclusion that it would lend to no great demand, it 
would not be prudent to undertake the obligation 
without making adequate provision to meet the 
obligation in case the optimistic expectations arc not 
realised P —I think that stands to reason. 

13.236. That raises the question of hoards held in 
India of silver rupees. You suy 44 granting their 
existence.” Havo you any opinion as to whether 
they do exist or not? Are you able to express any 
opinion as to whether the hoards which aro alleged 
to exist in fact do exist?'— I have never been in Tndia, 
and I do not suppose, if I had been, I should have 
been shown tho hoards; hut as far as I ean make 
out thero is no such reason to believe that hoards 
pf ruppes exist. 1 am told that hoards exist mostly 


in the form of gold and to some extent in silver 
ornaments, hut not in rupees. 

13.237. Wo havo had vory weighty evidence to th© 
effect that, by a process of elimination, it can be 
demonstrated that there must bo something between 
100 and 150 crorcs of silver rupees hold in one way 
or another as a store of value, in addition to the 
90 crores which are held in the Government of 
India's reserves? — I do not know. It seems to sug- 
gest an extraordinarily small amount held for cur- 
rency purposes. Five rupees a head seems an 
extraordinarily small sum for active circulation. 

13.238. I will give you tho actual calculations by 
which that is arrived at later. In the mean while you 
say that to bring these hoards out would be incon- 
venient to tho owners owing to the risk of publicity 
and robbery. If the major portion of the silver is 
hoarded amongst tho vast population of India, do you 
not th ink it would be possible to convert that into 
gold without attracting undiio notice?— I should 
think tho inducement to convert small holdings would 
ho very small -much smaller than tho inducement, 
if any, to convert the large holdings. If a person 
has only a small holding of silver coin he is likely 
to go on holding it, bocaiiso when lie wants to spend 
it, iio will find tho actual silver coins useful for his 
purchases. In the same way in this country tho 
working classes hoard a certain amount of silver 
coin. Tho working classes here have far more silver 
coin than I have or any of tho members of this 
Commission have. 

13.239. On tho ground that gold coins would be 
inconveniently big to board. You express the opinion 
that nothing ean ho gained by tho hoarder except 
some saving of space, but would not there he a much 
more substantial gain to the hoarder if ho is able, 
conveniently to himself, to substitute gold coins of 
full intrinsic value for an over-valued silver coinP 
There would bo a greater certainty of safety, would 
there not, in his holding gold coins?---! do not see 
why. 

13,2*10. Because the silver coins are not worth thoir 
face value, and lie might fear, although there is no 
apprehension about tho silver coin at the present 
time, there might be somo day. Would not that be 
a substantial consideration? — I understand that that 
makes him hoard gold bullion at present. It seems 
to me that if you get on to a gold currency standard, 
and ho understands that a 20 rupee gold piece and 
20 rupees nre the same tiling, ho is not likely to take 
into account any possible alteration in the ratios in 
tho future. 

13,2*11. In that respect you havo taken into con- 
sideration the traditional desire of the Indian people 
for gold in preference to any other form of store of 
value, have you? — There is nothing to prevent them 
getting gold at present. 

13.242. As long as there was no shock to the status 
of the rupee, you would not expect to see them prefer 
gold against silver coins in future, as I understand 
it?-— Yes. I think they would have a shock if they 
were told their silver coins wer© going to bo no longer 
unlimited legal tender. 

13.243. So far I do not quite follow your lino of 
argument, because in tho next sentence you say, 

No doubt in ^ future those hoards, if any, which 
would under existing circumstances be made in silver 
coin, would tend to bo made in gold coin.” If thero 
is any tendency in the future lo make the hoards in 
gold coin rather than in silver coin why should that 
tendency not operate in precisely the same manner to 
produce the substitution in existing hoards of silver 
for gold P I think that follows on the statement 1 
made just before — that they would not be likely to 
bring out these silver hoards. They have already 
got them there, and they are stowed away some- 
where, and there is no difficulty about the space. The 
space haB already been obtained, and consequently 
they are not likely to bring out what they have 
already got. It is quite likely that future additions 
would be made in gold coins rather than in silvor 
coins. For one thing, they would be additions to an 
already existing amount of silver coin in many cases. 
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and so thcro would bo loss need for changing them 
into smaller coins when spending them. 

13.244. That would lx* tho result of lethargy, shall 
I call itp — Tf you give that name to reluctance to 
undergo necessary inconvenience and effort, yes. 

13.245. I am afraid I still do not quite see how you 
differentiate in this respect between future hoards 
and oxisting hoards. If there is any real reason to 
expect future) hoards to be made in tho form of gold 
rather than in tho form of silver, is not that reason, 
if it l>c a roal one, likely to overcome any disinclina- 
tion to tnko a little trouble about existing hoards P 
-■-No, 1 do not think it is. The difference is not very 
great, and it would not bo onough to ovcrcomo it. 

13.246. In this connection, as regards tho demand 
for gold, havo you considered the effect of the intro- 
duction of a gold coin on tho popularity and use of 
five and ten-rupee Notes? Do you see any reason to 
apprehend tho substitution of gold in circulation for 
those Notes in circulation? — No, I do not see any 
reason, but of course I would defer to Indian opinion 
about that. 

1.3,247. In paragraph 5 you say “ The best way to 
imposo tho obligation m by requiring the Govern mont 
to convert the silver into gold coin on demand, as 
■was done in tho Gorman monetary reorganisation of 
1870.** That is tho obligation to keep up tTio value 
of tho silver. As I follow your argument it is that 
the principal basis of the maintenance of the value 
of silver is tho limiting of the supply?— Yes. 

13.248. And that is not only efficient but is actually 
effected in other systems. Why, if such limitatiq^i is 
not only effieicnb but can be practically offeetod, is 
it necessary to add tho obligation to convert silver 
into gold eoiii in order to keep up tho valuo? Tt is 
not found necessary in other systems, is it for 
instance in our own? — No, but our own Government 
one© gave ail illustration of the necessity of it. For 
a long time they did not recognise the obligation 
to convert silver into gold coin. It is not officially 
recognised now, but it is being done. It seems to 
me better to make no bones about it but to put tho 
obligation on tho Government by legislation so that 
there can bo no doubt about it. 

13.249. What occasion have you in miml in our own 
ease? J bad in mind the instance mentioned in the 
second sub-paragraph of paragraph 4, when there 
was an attempt made to popularise silver by the 
Government, and when they issued so much silver 
that it accumulated in tho banks and tho banks 
wunted to got rid of it; and tho recognition of tho 
obligation has taken placo recently, when seven 
millions were put ill tho currency note reserve. 

13.250. Then you would ndd this obligation by way 
of making tho position more secure as regards the 
value of silver? — Yes. 

13.251. Evon at the expense of incurring the im- 
portant obligation of making also the coin convert Me 
into gbld? — Yes, the same as the Notes. 

13.252. Then we come to your actual practical pro- 
posals for effecting the transition. In the first place 
during the period of what you describe as the 
cautious and gradual introduction of the gold 
standard how would you propose to maintain the 
oxchange value of tho rupee during that period 
before a gold currency standard is effectively intro- 
duced P — As at present; I suppose. 1 do not sec that 
anything in this scheme would cause greater 
difficulty. 

13.253. How long do you contemplate that your 
gradual approach would last? — 1 think T would leave 
that open so that no definite obligation should be 
undertaken which might conceivably not be able to 
he fulfilled, and I would curry it through fast or slow 
according ns things went. My own impression is 
that it could be carried through very quickly without 
difficulty; but if difficulties were found in the earlier 
stagei, then more time could be taken. 

13.254. The poriod would bo long or short in 
accordance with the success with which each stop 
met P— Tea. At any rate you would have time at any 
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particular stage to take steps to meet tho difficulty, 
whatever it was. 

13.255. Then during the transition period you 
would, as 1 understand, adopt a gold valuo for tho 
rupee which would ho the already established actual 
exchungc market value of gold rupees?- -Yes. Did I 
say market value? I meant the valuo as established 
by whatever operations are going on at that time. I 
would not try to make a change preparatory to 
putting this new scheme in force. 

13.256. So if you were to initiate the system at 
the present lime, the present actual exchange value 
in gold rupees being about Is. 6d., you would proceed 
upon that basis? — Yes. 

13.257. And >oii would maintain that value until 
your gold currency standard was introduced by those 
methods which are, in substance, that of an exchange 
standard, and which are at present in operation? 
Yes. I think under my scheme the gold standard 
would really eomo into force very quickly, because 
iL would ho practically in force as soon as you got 
tho bigger notes convertible into gold, beenuso they 
could be operated on by exporters. 

13.258. In connection with that proposal to which 
you have just referred, making the bigger Notes 
convertible into gold, would you stop tho exchange 
<.f silver coin into Notes? — 1 had not thought of that. 

13.259. Otherwise you are in substance making 
your silver coin also convertible, are you not? As 
tho scheme is only to be applied by stages, even that 
would only conic in to tho extent at which you could 
get bigger Notes. You have first to get your Notes 
and then cxchango them for gold. If tho Notea aro 
not there you cannot do it. 

13.260. If tho Notes are not there? You mean 
supposing a tendency wero to develop to convert the 
silver at this first stage by dealers and brokers 
collecting silver and exchanging it- getting silver for 
big notes and then getting gold against the lug 
notes — you could cheek thal, in short, by refusing 
to issue the big notes? J am not quite sure whether 
l hat is legal or not at present. 1 think it ought to 
he possible under this scheme to refuse to issue notes 
in exchange for silver coin. 1 do not know whether 
they havo to issue notes now in response to silver 

coin. . 

13.261. At present f think you can claim notes in 
return for silver coin? Notes of any denomination? 

13,202. 1 must just confirm that; I am not sure. 
It would he an essential part of your scheme that 
you should not he able to do so? — \es. 1 should not 
leave a backdoor of that kind open so that tho silver 
could be converted before L wanted it to bo. 

13,263. This is Clnuxo 11 of tho Indian Paper Cur- 
rency Act of 1923. (Heads clause). That looks cer- 
tainly as if you had a right to demand a note of any 
denomination in return Jor rupees? -I rather think 
that should he suspended. 

13,2(54. Similarly you would also stop an cxchango 
of small rupee notes into notes of bigger deiiomi na- 
tions?- 1 should think so. Ft is rather a matter of 
detail for those oil the spot to settle. 

13.265. So that that would be another backdoor by 
which your scheme might lx) broken into? Yes, in 
tho theory of the subject, but I very much doubt it 
in practice, llut I should be inclined to stop them. 

13.266. You say you would make tho notes con- 
vertible into gold coin at the option of the holder, 
hut proceeding by instalments, and in tho next para- 
graph you say you would apply tho same method to 
the silver rupees, taking them in instalments, begin- 
ning with those of most recent date. You mean a 
rupee which is marked as being of such and such an 
issue will bix-omo convertible into gold, but that 
previous issues would not bo converted into gold?— 
Yes, unless you can devise some other means of 
dividing them into instalments. I very much doubt 
whether it would bo at all necessary to divide then 
into instalments. I merely throw out that as a 
suggestion. 

13,207. 1 was wondering whether that suggestion 
would really bo capable of practical administration— 
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whether it might not have undesirable consequence?. 
Supposing an uninfitructod member of the Indian 
public were to come with 20 rupees and to ask for 
gold against them, and he were to find that half his 
rupees could bo changed into gold and the other half 
could not, would not such an event as that bo likely 
to administer precisely that shock in the confidence 
of tho Bt&tus of the silver rupee which you desire to 
avoid? — 1 think the probability would be that whon 
the uninstructed member came with a few rupees liko 
that you would convert them all without trouble. 
My plan, l think, would stop large operations. 

13.268. Thou we must consider that it muy not 
perhaps be an uninstructed member of the public 
with 20 rupees. It may ho a dealer or broker who 
has collected 5,000 rupees and who brings them for 
conversion and finds that a certain proportion of 
them are not convertible? — Well, ho ought to know. 

13.269. Ho would find that a certain number of 
his rupees seemed to be less good than tho others. 
Would not that be likely to administer a severe 
shock to tho status of the rupee? — It might give 
rather a shock to the ones that were not convertible, 
but it would not givo a shock to tho ones that were, 
which are the ones you havo to deal with at tho 
moment. 

13.270. This differentiation would bo made between 
tho various classes of currency and their con- 
vertibility. Would you see any apprehension of it 
having an undesirable consequence upon one class of 
currency in contrast with another ? — No. [ do not 
see liow that could arise. When the thing once began 
people would understand it was going to bo carried 
through and that they would all ho on tho same 
basis. 

13.271. I want to return to tho general aspect of 
j'our proposal. In a previous answer 1 understood 
you to express the opinion that it would bo prudent 
and necessary to take into account that the initiation 
of convertibility might not pass so smoothly as one 
might hope, and it might result in a demand for 
conversion. May 1 say that it appears to mo rather 
a.* if your schomo was based on the elimination of any 
possibility of any form of internal crisis occurring at 
any time. Might not some crisis duo to bad trade 
or failures or so on lead to that demand for gold 
being realised which you expect in normal conditions 
would not he realised, or do you think one can 
eliminate those apprehensions? — I. think so. I can- 
not see why the process itself should cause any diffi- 
culty. If you have crises and difficulties they may 
occur independently of it, and I do not sco that it is 
going to add to them in any way. 

13.272. I do not suggest that the crisis might be 
the consequence of the adoption of the scheme, but 
that it might occur from such causes as do from time 
to time cause crises in tho confidence of the currency 
of a country. Such a crisis might load to the 
materialisation of that demand which under normal 
circumstances would not materialise. I was wonder- 
ing whether you think some consideration ought to 
bo. given to that ? I do not see exactly how it is 
going to interfere with it. 


13.273. For instance, that might lead to a genen 
demand for the conversion of rupee hoards into gok 
It might k*ad to a widespread demand, limited c 
course by the contractability of the currency, of th 
conversion of notes and rupees in circulation int 
gold, and thus be a very heavy drain on the gol 
reservos of iho currency authority?— I think tho? 
difficulties would be mot in the usual way. Thos 
difficulties would bo present after tho whole thin 
was adopted, and I do not see that the transition i 
going to bo made more difficult by them. 

13.274. I was contemplating such an occurrenc 
occurring even after the full establishment of th 
scheme. The usual way, and tho only way, to mec 
such a crisis would be by the provision of gold, wouli 
it not?— Yes. The whole thing is built on the sup 
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13,275. Would you contemplate tliat there should 
he at the command of tho currcucy authority enough 
gold to moot any such potontial demand, oven in a 
time of crisis which might cause the failure of the 
more optimistic expectation that there would be no 
substantial demand? — I contemplate what happen! 
in any gold standard country -that you have to keep 
enough gold to meet the demands upon it. 

13,270. The gold required by Tndia under the*e 
conditions would bo gold for the substitution of what- 
ever notes and silver could bo spared from circula- 
tion in critical times, plus the gold required for con- 
verting the hoards of silver. I think that would 1)6 
so, would it not? — Presuming that there are great 
hoards of silver rupees, that might make tho situa- 
tion somewhat more difficult, but 1 do not know that 
tbo fact Hint there arc large hoards of gold woull 
not make it rather easier. 

13.277. 1 was not taking into consideration tho 
hoards of gold. — But I think you have to. 

13.278. Surely not for conversion into gold? 1 wa 3 
considering tho additional demand for gold in time? 
of crisis for tho conversion of silver rupees and notes. 
That loads mo to the question, Have you been able \o 
form any opinion as to what extent and in what 
manner it would be necessary to fortify the reserves 
of tho currency authority in order to enable it b 
contemplate with equanimity the transition to tho 
system which you propose?- I havo not formed any 
opinion further than that you must do it enough to 
satisfy tho people. This country recently fortified 
its * resources enormously by entering into a very 
expensive contract with tho authorities in the United 
States, and it turned out to ho perfectly unnecessary, 
hut I am not saying that it was not politically 
necessary to do it. 

13,270. You contemplate it would bo prudent for 
an Indian currency authority, in order to ensure 
confidence, to fortify its resources in some similar 
manner? -I should think it very likely, and I hope 
in a less expensive manner than this counliy did It. 

13.280. Th what other manner do you think it 
could do it? -1 should not havo said 11 expensive 
manner.” I meant “ expensive terms.” 

13.281. It cun do it in two ways. It can realise 
its gold securities in this country in tho form of gold, 
or it can raise fresh credits abroad. Is there any 
other manner which suggests itself to you in which 
it could secure further resources? -No. 

13.282. Those methods would involve additional 
expense in the loss of interest on interest-earning 
gold securities, and the charges in respect of the 
fresh credits?* -Yes. 

13.283. On a point of general principle, I under- 
stand you aro contemplating a gold standard really 
without a gold curroucy in tho same sense as tho ono 
in the United States?- -Without much gold curroucy 
at any rate. It might be more than there is in the 
United States. One way in which I think there 
would bo more— in a somewhat doubtful sense of 
“ currency is that I think the hoards would he 
more likely to bo made in gold coin than in gold 
bullion. At any rate, I think thore Would be a 
tendency to have more in gold coin and less In 
bullion. Those hoards every now and then are spent, 
ami the money would have a tendency to come ous 
into circulation. So that I do not think you would 
got into such a completely goldless state as tho 
United States is in. 

13.284. On the assumption that the introduction of 
tho gold currency system were to lead to a substantial 
gold circulation in India, lvould you then still favour 
the system P— It seems to me a question of degree 
rather. If there was to be nothing but gold circulat- 
ing in India, it would bo a very expensive 'business, 
and I should begin rather to kick at the expense 
if I woro an Indian. 

13.285. If tho introduction of a gold currency were 
to lead to the substitution of gold for notes in any 
large degree, you would look upon that as an un- 
favourable ohaugo, would you P— Unfavourable m far 
a* it went, yes. 
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13.286. In tho third sub-i>arngrnph of paragraph 7 
you say, “ At the present moment hoarding is said 
to be in the form of uncoined gold, and it would 
cortainly appear likely that gold coins, each of which 
was a definite number of rupees, would bo preferred 
to bullion wherever no quostion of nrnameut or 
ostentation arises. ” Would that in your opinion be 
a desirable change or an undesirable change? — I 
think on tho whole it would be desirable, because 
it seems to mo that if an uuinstriicted person has 
a hoard of gold coin ho is much more likely to ho 
attracted by the possibilities of investment than if 
he has only got it in bullion. If it is in bullion he 
has got to sell it, and he may hope to get a rise in 
prico later on. Various things may prevent him 
from selling it. But if it is in coin ho is more 
likely, I think, to believe it will he rather a good 
thing to get interest on it when he knows ho can 
get back, under this system, gold coins from a 
solvent borrower- tho hank, or tho Government 
Savings Bank, or something of that kind. Conse- 
quently it seeniH to me he would ho more likely to 
take out his hoards and let them get into uso as 
capital. Ho might be inclined to think it would 
he a very good thing. 

13.287. May I put it to you from the point of view 
of tho currency authority which would he responsible 
for the maintenance of the exchange. In order to 
maintain exchange it must ho able sensitively to 
contract tho currency at times of weak exchango. 
If the gold hoards are held in tho form of bullion 
which is not available for currency, then they cannot 
affect tho matter. If they are held in the form of 
gold coin, which are available for currency, then 
there is a potential weakening of tho power of tho 
currency authority to contract the currency, is there 
not? — No, I do not think there is. 

13.288. If you have a volume of potential currency 
which is not in active circulation, which can always 
he poured out into circulation, does not that weaken 
tho power of the currency authority to contract 
currency? — When you are talking about being poured 
out into circulation, it only means that it can be 
invested or spent in tho purchase of commodities, 
and I do not think it would be the usual view that 
gold eoming out in that way would make it moro 
difficult. You will ho trying to put things right,, 

1 suppose, by exporting gold. Tt might mean you 
would have to export more. It would ho thero^ to 
export. I do not see you are going to lose anything 
by it. 

13.289. In the next paragraph you say: 11 If the 
reserve is to he kept up to its present nominal mag- 
nitude and the silver rupees in it can only he sold 
in the world bullion market for 9d. instead of at 
the rupoo value of Is. fid., this cost will amount to 
about 33 millions.” That is on tho assumption that 
gold is not required for the hoards. Would you 
feel able to express any opinion as to the effect upon 
the world silver market of the snlo of tho 90 crores 
of silver rupees held by the Government of India in 
itB reserve? — -No, I am afraid I do not know any- 
thing about tho silver market. I suppose for some 
time some countries which have now very small paper 
will be using silver currency to a certain extent, 
and therefore make a bit more demand for it. 

14.290. I am not sure that I follow that? It is 
only a suggestion that there may bo rather an extra 
demand for silver within the next few years owing 
to various countries who liavo at present got down 
to a very small paper currency taking that out of 
circulation and substituting silver coin. 

13.291. Is there any indication of any such tendency 
in important countries? — I am under the impression 
there is. 

13.292. I was trying to think of an instance. Can 
you assist meP — I think Poland is putting a certain 
amount of silver into circulation. I thought it was 
rather common on the Continent. 

13.293. I thought the tendency in Poland was in 
favour of small notes P— They have put out a certain 
amount of silver coins. Eighty-nine million uotys. 


13.294. The amount of silver to bo sold, on the 
assumptions made, would bo three times the world's 
total annual supply at tho present time. Do you 
think that tho facts to which you have referred 
would bo an important factor to set against such an 
increase in supply? — f do not really know anything 
about the silver market, and I would rather not 
express any opinion on that. May 1 go buck to a 
question you asked me on a previous paragraph? I 
think tho coming into circulation of gold out of 
hoards is really not to he put cm the snmo level as tho 
coming into circulation of paper out of hoards. If 
paper comes out of hoards it gives rise to great 
difficulty, hut I have never heard of gold coming 
out of hoards giving rise to any difficulty. 

13.295. The difficulty to which it would give rise 
would bo increasing tho total volume of the circula- 
tion at tho same time as you were trying to diminish 
it. On mere arithmetical considerations it seems 
at first sight us if it must weaken iho control of 
tho currency authority. — It gives you rather more 
to export, hut it is so easy to export that I do not 
think that that may he regarded as a difficulty. 

13.296. In your final paragraph you strongly pro- 
test, against any provision that tho reserve shall not 
he allowed to fall below some slated ratio, and you 
add that a reserve should l»e usable down to tho 
last penny. If there is no prescribed ratio between 
the metallic holding of reserve and tho total issue 
of notes, is it possible to soeuro any automatic con- 
traction of currency which such contraction would 
require for the support of exchange? — I think tho 
contraction is quite independent of any such pro- 
vision. There ih no such provision in this country 
at tho present timo. Tho Bank of England can use 
up every penny of its reserves at tho present time. 
If notes are presented the Bank of England can go 
on ensiling them right down to the point when all 
its gold has gone, and when it still owes 20 million 
on notes. 

13.297. You prefer, ns regards tho provisions affect- 
ing the reserve tho method of establishing tho reserve 
by limiting tho fiduciary issue to a fixed amount? - 
1 think that system has worked practically woll in 
England, hut I think tho principal thing really is 
to soeuro convertibility. If you have got ready con- 
icrtibilily, everything else comes. 

13 298. (Sir limn/ Sfruknsrh.) 1 gather that you 
Huggest the point at which tho rupee should bo 
stabilised should he Is. 6d. ; that is to say, the value 
at, which it has boon maintained for practically a 
year? -Yes. 

13 299. May I ask why you propose that tho rupee 
should he stabilised at that point? -Because l do not 
wish to incur the difficulties caused by any change. 

13,300. We have been told in evidence that to 
stabilise the rupoo at Is. fid. would inflict damage to 
certain classes of the community, having regard la 
tlio fact that the rupee, ill pre-war days, was 
stabilised at Is. 4d.? I do not think it would be 
desirable to go back so far as that on a matter of 
that kind now. It inflicts injustice upon many people 
in England that tho pound does not, go as far as it 
did, hut we do not propose to alter it. 

13 301 What would he the effect, if the rupee was 
stabilised at Is. 4d.? I suppose you would have to 
water the currency in India in order to do it, with 
the usual results. 

13.302. It would induce a rise in prices, and so 
forth? -Yes. 

13.303. Could you tell us to what you ascribe tne 
fall in tho purchasing power of gold in the period 
from about 1853 to 1873, and the rise in tfie pur- 
chasing power of gold in the period from 1873 to 
jgpgp — t have no doubt it was due to the conditions 
of production in those periods, to tho greater 
influence of the Australian and Galifornian dis- 
coveries, then to their being worked out, and a dull 
period following. 

13.304. 8o that you would ascribe tho riso in com- 
modity prices in the first period, and the fall in the 
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latter period, to the volume of production of gold in 
that period P — Yes, and to that not being counter- 
acted by movements in the other direction in tho way 
of demand. 

13,305. I do not follow?— I mean that is only 
looking at ono side of it. You have also to think of 
tho demand side. Tho conditions of demand did not 
counteract those of supply. They did not go in tlm 
opposito direction. Otherwise tho movement would 
not havo been so strong. 

13 306. I now come to your proposed scheme. It L 
have understood you correctly, what you contemplate 
is that tho currency authority should not undertake 
the definite obligation to convert the rupeo com and 
notes, but rather to observe how, under your scheme, 
tho matter would work. That was your suggestion, 
was it notP — I suggest that it should be done I>y 
instalments, so that if unexpected demands arose at 
any point you would be ablo to meet those, and take 
steps to meet demands that you might expect in con- 
sequence of that experience, or possibly to take longer 
in mooting them, or to take any measures that might 
bo necessary. I do not mean to suggest that tho thing 
should bo entirely tentative. The way you put it. 
rather suggests that I mean it purely as a tentative 
scheme. I did not mean that. 

13.307. You would observe how things aro going 
when the big notes are free for conversion, and then 
the smaller notes ?- -Yes. 

13.308. You stated in answer to thn Chairman that 
you would make it illegal to demand notes for rupees, 
and you also said you would stop the exchange of 
Minall notes into largo ones because, of course, your 
scheme might be made nugatory by those exchanges. 


- 1 MM. 

13,309. What do you think the effect upon tlio 
community would he if you enacted those things- -if 
you stopped tho conversion of rupees into notes, and 
small notes into large notes? What effect would that 
have on trade in the country? Would not it take 
place rather by fixing the maxima of the notes of 
each denomination than by suspending them? I ho 
way you put it rather suggests that all conversion of 
them would be refused. I am not sure that this dis- 
cussion does not suggest that it would he better to 
issue m new set of gold notes instead of trying to use 
the old ones— whether it would not bo better to begin 
with a gold issue of notes and not complicate it with 
these difficulties which have been suggested here. 
That comes to tho same thing. I only suggested this 
scheme, because it sccmod to do without the necessity 
of printing a whole set of new currency ; but perhaps 
it would be better to start by issuing notes con- 
vertible into gold and gradually substituting thorn 
for the silver notes. 

- 13,310. I cannot quite follow how your scheme of 
issuing gold certificates would work. Would not that 
create exactly tho same difficulties? Let me put it 
in this way. If there is a real preference for gold 
or gold notes, would you not havo to face exactly 
the samo difficulties if 3*011 offered gold notes rather 
than gold coin P— I do not quite see the difficulty. 

13,311. My point is that if there is a real prefer- 
ence for gold or gold notes, and if you adhere to your 
scheme, the big notes would bo in demand for con- 
version into gold or gold notes, and tho same 
manmuvres attempted of exchanging small notoB into 
big notes, and rupees into notes that happened to 
he convertible into gold. That, I understand, you 
propose to counter by making it illegal to convert 
rupees into notes, and by making it illogal to ex- 
change small notes for larger notes P 'It would not 
be making it illegal exactly. It would bo depriving 
the holder of tho right to have them exchanged. 


13,312. You said, in reply to the Chairman, that 
you did not think that would produce a premium 
on that class of currency which happens to be con- 
vertible? — It ought not to if tho scheme is going 
all right, because the rupee is worth Is. 6d. and the 
rupoe would bo homogeneous. I do not quite see why 
some of them should bo worth more than others. 


13.313. Why did they pay in tho East End early in 
the war 22 shillings for sovereigns? 1 remember there 
wore prosecutions in tho Court about it. Did they 
not pay a premium for exactly tho samo reason 
that they might pay a premium for notes that 
happened to be convertible into gold in India undor 
your .scheme? — Tho reason 3*011 could get 22s. for a 
sovereign was that sovereigns ought to havo gono 
out of circulation. Tho exchange ought to have 
carried thorn all away, but it was not allowed to do 
so, and in consequence, if you had any you could 
got a dishonest jeweller to give something more for 
them. Rut in tliis case the exchange would keep 
things straight, surely? Thero would be no chance 
of the gold coin going to a premium. 

13.314. Was not the sterling exchungo in those 
early days of the war at gold par, and remained 
so practical ly until the end of tho war? — Rut it was 
of no importance; you could not do anything freely. 
Tho exchange was only a nominal affair. It was 
not really at that rate. 

13.315. Then another point. 'Who, in your view, 
should bo entrusted with the management of tho 
currency in tho futuro under your own plan? — I do 
not feel that I Am familiar enough with Indian con- 
ditions to answer that question. 

13.316. You would not care to express a view* 
whether it should bo the Government or a central 
hank or some other authority? -No. The only thing 
I have a view on is that I am rather inclined to 
think that conversion of bullion into coin ought to 
lie done by the Miut ami not by tho bank offering 
prices for gold. I think it makes tho thing altogether 
simpler if tho Mint itself takes tho business on and 
undertakes to do it without tho gold coming through 
the central bank. Of course, it would work chioily 
with tho bank, but l should not put it in tho same 
wording as it is done in legislation in England. It 
seems to me a very peculiar wording, and a wording 
which gives riso to a great deal of misapprehension. 
It seems to me it is much simpler to say that bullion 
shall bo coined into a certain amount of coins than 
to say that the bank is to buy its bullion at certain 
prices. 

13.317. How would 3*011 mako tho token money 
convertible into gold? Would you entrust that to 
the Mint, too? I am speaking of notes and rupoos? 
— That would bo entrusted to the Central Rank by 
circumstances, 1 suppose. Any excess of token 
coinage is always likely to drain into tho bankB, 
and tlm bunks would deal with tho central authority 
in tho same way as they have done here. It causes 
little public comment that that £7,000,000 appeared 
in our currency note account without an3 T one having 
thought of it before, or having known anything what- 
ever about it; but I suppose what happonod was 
that when the banks got a good deal more silver 
than they wanted they asked tho Bank of England 
to take it, and the Bank of England did not want 
to take it and finally arraiiged for the Government 
to buy it, and the Government bought it. 

13.318. You do not attach any great importance 
to an amalgamation of the currency and banking 
reserves of a country in the hands of a central bank? 
— Yes; I think there ought to be amalgamation. 

13.319. It is benoficial for the country to .amal- 
gamate them?—- Yes. 

13.320. (Sir lteginald Mant.) In paragraph 6 of 
your memorandum, in describing the steps by which 
the transition to a gold currency standard could bo 
effected, you propose to “ suspend alJ additional 
issucB of Rilver coin, and stop all additional issues of 
notefl redeemable in silver. ’ How would demands 
for additional currency in India be met under that 
scheme? — By an introduction of gold and gold notes 
— notes redeemable in gold. 

13.321. You mean that tho people who required 
currency would have to bring gold into India and 
present it at the currency offices to obtain gold noteBP 
Is that how it would work?-— If additional currency 
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was wanted it would roino in in that form. Of 
course, in the end more of tho small currency might 
bo wanted, but the demand for sumll currency is not 
so very rigid that tho .amount would ho loft alono 
for a short time — oven for a few years. 

13.322. 1 was not referring to tho small currency. 
1 was referring to tho total volumo of currency. 
Taking tho statistics on tho absorption of currency 
in India during tho 10 yours ending 1021-25, the 
average annual absorption, as I have worked it out, 
was 27 1 croros. That is notes, sovereigns, half- 
sovereigns and rupees? — Yes. Well, any increase in 
tho total currency would bo met in that way. This 
whole scheme suggests that, does not it — that the 
future (Midi lions to the general volume of currency 
are to he met in gold or gold notes? 1 do not .see 
what else the introduction of the gold standard could 
mean but that. 

13.323. 1 only wanted to be clear in my own niiml 
bow the scheme would work. You would practically 
force tho import of, say, 271 rrores a year, assuming 
the demand for currency remained on that basis, in 
order to meet tho annual expansion in currency? — 
Yes; but that would bo subject to there being some 
reduction from thero being notes not entirely backed 
by bullion. 

13.324. I did not quite catch that? -Tho total 
amount to be imported would lend to bo diminished 
by tho addition of uncovered notes. So fnr as the 
notes wero uncovered, of course tho new currency 
would bo met by them. 

13.325. I do not quite follow that. — Part of tho 
additional currency required in every country whoro 
you do not dequire bullion to be kept against every 
additional note is met by the increoso of fiduciary 
currency. That is all that 1 meant. 

13,32(3. But under your schcmo there would bo no 
further issues of silver notes or rupees, so that tho 
whole iuc'reaso would bavo to bo met by tho import of 
gold?— By tho import of gold or gold notes, or un- 
covered gold notes. 

13.327. Bo you mean that tho Government would 
issuo gold notes payablo in gold without receiving 
gold for thorn P-T presume that some of the gold 
notes would bo fiduciary. 

13.328. I understood from paragraph 7 and it* 
penultimate sub-paragraph that you intended that tho 
reservo against notes should bo hold entirely in gold. 
I thought you meant that you would retain a full 
gold cover for all ‘the gold notes that you issued?- I 
am afraid that is rather a mistake there. To bo quite 
clear I ought to have said metallic reserves. I am 
Borry. 

13,320. So you would issue gold notes against ft 
certain amount of fiduciary cover 1 — Certainly. 

13.330. (Sir Purshotamdas Thnkurdas.) I think you 
said that botweon gold standard and refined gold 
exchange standard you did not think there was mudh 
to choose*. 1 take it that you meant that technically 
thero was not much to choose, but by actual experi- 
ence in India tho gold exchange standard has proved t.o 
bo unreliable? — Yes; that is practically what I meant. 
If you had a gold exchange standard perfectly 
managed by perfect poople it would not be practically 
different from a gold currency standard ; but the 
difficulty is to get the perfect poople. 

13.331. In paragraph 2, sub-paragraph 2, under (o), 
you say: “ People who have ondo become accustomed 
to paper currency do not wish to return to gold 
coins.” I take it that thero also you have this in 
mind, that when people get a currency which has 
their confidence they do not wish to see the coin, but 
they are quite satisfied to use the paper which is 
hacked by the metal which inspires their confidence? 
—Yes. 

13.332. To that extent there is no reason to doubt 
that if India also got tho currency which she aspires 
to have and which has her confidence, in course of 
time it is quite possible that tho peoplo may not wish 
to tee the coin in circulation, but may be quite satis- 


fied with paper hacked by that coin, or by that 
metal? — Yes; that is so. 

13.333. Relating to hoarding of rupees, it has been 
put to you whether you think that gold is required 
(1) for conversion of silver in circulation, and (2) for 
conversion of silver in hoards. I think you replied 
that tho Government would havo to provide gold for 
both thoso purposes. Is it not reasonable to expect 
that in view of what is called the traditional desire 
of the peopio of India to hold gold rather than silver 
most of tho silver hoards, if any oxisb, must havo 
changed into gold already? -Well, that is rather 
suggested by some of the statements I find about the 
immense amount of silver rupees exported from India 
during the high prico of silver. It looks as if those 
must havo boon taken out of the hoards. 

13.334. The prico of gold to-day in Tndia in rupees 
is lower than it was before the war. [t is about 
21 rupees 6 annas por tola against 33 rupees per 
tola, which is about the highest point that was 
reached during the war period and immediately after 
it. If tho traditional taste or partiality of the 
people of India for gold in preference to silver is to 
bo relied upon, would it bo reasonable to infer that 
at 2L rupees (5 annas, which has been tho rato ruling 
for tho last 12 months, those who hold silver rupees 
in hoards may have changed them? — Yes; I think bo. 

13.335. It would then not> bo necessary to calculate 
this amount twice over, namely, gold for conversion 
of rupees in hoard and rupees in circulation? — -No. 

13,33(5. Regarding what you say in 1 lie last 
paragraph under your Section 3, you say you 
havo no doubt in future hoards would tend to bo 
made in gold coin. A view lias been put before this 
Commission that if gold coin is available by Statute 
on demand, having regard to ordinary human nature 
and the fact that familiarity breeds contempt, if it 
does not brood contempt in this instance it may at 
least proven t a man from yearning fin* gold which in 
always available to him. Is it not likely that tho 
hoarding habit of tho people of India of which ono 
hears so much may undergo a change, and that tho 
people may slowly give up hoarding? That is just 
what 1 suggested that having gold coin was likely 
to cause less hoarding in the end liecaiiso tho 
temptation Lo invest it would bo greater than it is 
with bullion. 

13.337. You would give it all the greater weight 
if this same view has also been pressed by Indian 
witnesses whoso opinion ought to carry some weight? 
— Yes. 

13.338. And it would carry further weight if that 
view was also suggested by some of tho important 
officials of the Finance Department who may havo 
had occasion to givo their views lo this Commission 
in their personal capacity? Yes. 

13,331). You were asked regarding wliat would 
happen in iho ea*e of a crisis duo to an unusually 
large quantity of token coin being tendered. Tho 
danger of rueh a crisis is likely to increase as moro 
toki'ii coins are minted, and if tho pre-son t system is 
continued for several years more? Tho token coin 
1 refer to is, of course, tho rupee. Yes. 

13.340. The token coin in circulation at present 
in such a largo quantity as 300 or 350 crores is 
already a considerable source of ernharrassment to 
auyotio who wishes to devise a scheme for a gold 
standard for India. If the same system of currency 
is continued for another 10 or 15 years tho danger 
is not likely to decrease, hut it is likely to increase, 
is not it? -Yes. It seems to mo that the situation 
lias been much helped really by tho rise of silver 
which took uway a lot of the circulation, and it is 
rather a pity to go on somo years and get back to 
the old state of things again. 

13.341. You were naked regarding the ratio, and 
you repeated as you said in your written statement, 
paragraph 6, that you are in favour of tho Is. Gd. 
ratio being confirmed. I wonder if I may ask what 
importance you attach to tho word “ established,” 
which I see in your statement in paragraph 6? You 
say ; 41 To combine the reform with a departure from 
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the already established actual exchange market value 
in gold of the rupee. 11 Would you call it established 
if it shows signs of fluctuation at frequent intervals 
unless supported by management by the Finance De- 
partment of the Government of India? — Well, the 
choice of thoso words: “ the already established 
actual exchange market value in gold/ 1 is rather 
careful as intending to mean whatever was tho 
normal thing of the moment. 

13.342. Did you say 4< normal ” ? — Yes. I did not 
want to commit myself to saying that Is. 6d. was that 
established ratio, because I thought perhaps it. might 
he Is. 7d., or Is. 4d., or Is. 5d., or something liko 
that, t do not know very much about it, and it 
might lie altered. So that that was intended as a 
purely neutral phrase. Whait I object od to was any 
considerable change in tho value of the Indian cur- 
rency being made. 

13.343. Change from whatP From the ratio exist- 
ing, shall wo nay, to-day, or prevailing at the timo 
when tho Commission is drafting it# report, or pre- 
vailing at tho timo whc?n the necessary legislation is 
undertaken by the Government of India in tho 
Assomhly ? — I think that the effort on tho part of 
the Indian Government ought to be to have no 
further change. It ought to do it* best to keep 
things where they are, so that things would remain 
pretty much whero they arc when this change, if it 
is recommcndod, is boing brought into foroo. 

13.344. 1 take it, then, you would say tho snme 
whether the ratio was Is. 5d., or Is. Rd., or Is. Od.? — 
Yes. 

13.345. Irrespective either of the methods em- 
ployed in reaching that rate or tho risk entailed in 
what is called tho maintainability of thnt rato in a 
series of years, including, say, a couple of loan 
years? — Yes. 

13.346. Would you not attach any importance to 
the possibility.tif that rate being maintained in 
abnormal years such as are not without precedent in 
TndiaP — Well, if I was convinced that the Is. fid. at 
present is abnormal I should say : " Well, do not 
stick to it — do not adhere to that, but go to what- 
ever you think right. 1 * 

13.347. You would not in that connection give con- 
siderable weight to the opinion of commercial hod'os 
of standing who have boon watching the position, 
very closely, and who may feel justified in expressing 
their opinions regarding the maintainability of a 
ratio? — -Well, T do not know whether I do oliach 
much importance to the opinions of bodies of thnt 
kind. There are many of them in this country, too, 
that T do not attach much importance to. 

13.348. “Would vou then go on past experience? ■ 
Yes. 

13.349. Take the instance of tho last Committee 
which thought that a 2s. rate would not he very diffi- 
cult to maintain. The Government of Tndia gave 
that opinion ilieir blessing?- But was not thnt 2d. 
higher than what it really was at that time? 

13.350. T think lower. After that it went to 
2s. 4d., 2s. 6d., and 2s. Rd.? — That was against 
pounds sterling, and pounds sterling were then con- 
siderably depreciated against gold. What they re- 
commended was 2s. gold. The pound sterling was 
not 2h. gold tbon: it was only about Is. 10d. gold. 
That is a point often forgotten. 

13.351. Even Is. lOd. gold was a ratio which they 
could not maintain for more than a few months?— 
It was pretty rash. T should think the present rate 
is much more stable than that. 

13,359. Would it be correct for me to infer that 
you would liko the question of the maintainability 
of the existing ratio to be examined by this Com- 
mission befpre thev confirm the Is. 6d. ratio, which 
is dr facto , for the statutory ratio?—! think so, 
certainly. 

13,353. (Profeasor Coyojee.) It has been argued 
before this Commission that the present moment is a 
bad moment for nominating the gold star dard or the 


gold currency, bocauso you must wait to garner the 
oxperienco of those countries who are going over to 
tho gold standard, and profit by that experienco 
before wo take a similar stop. What is your view 
of that argument? — That is what all countries said 
aflcr tho war, 11 We must wait for somebody else.” 
I do not know that I havo any other opinion on it 
than that. 

13.354. Thcro is another contention that the gold 
standard nowadays is as much a managed currency as 
any other kind of currency, if you tako into account 
tho fact of hanking control P — Woll, I think the 
people who say that often wish that it really was. 
They dislike it bocauso they cannot “ manage ” it. 

13.355. The scheme which you have planned out 
would givo a limping standard to India P — I do not 
attach any importance to that phrase “ limping 
standard.” It was invent'd by tho bi-metallists as 
a term of abuse, I think ; but it really has not made 
nny difforcnco to the United States, or Fran<M», or 
Germany that thoy had somo unlimited legal tender 
silver. 

13.356. Your paragraph 7 sa 3 ’s : u The answer is 
that sho will havo it in the same sense as the United 
States has it.” That is to say, you suppose that 
India will have from tho start really very littlo gold 
currency? — Yes ; T think it will havo very littlo gold 
currency in active circulation, hut T think it may 
havo a consider able amount of gold coin so long as 
tho hoarding habit goes on, because it seems to me 
that, a considerable amount wduch is imported into 
India at present for bullion hoards would after the 
fichemo came into forco he imporLed for gold-coin 
hoards. I do not think that makes any practical 
difference. 

13.357. What is said is this, that in order to have 
any ediicativo value as regards the Hoarders a con- 
siderable amount of gold currency should ho in cir- 
culation to ensure a ready return to the hoarders of 
any gold coin they might part with ; ami it is only 
in so far ns they see this lot of gold change hands 
that they will ho reassured, and will bring out their 
hoards for investment? — It seems to me good w ; Jl be 
done by tho coins given you to ho hoarded, in the 
first place. In that connection I rather doubt 
whether the preference for tho sovereign is really 
justifiable. Tt seems to me that it would familiariso 
people more with gold coin and make them think 
more definitely that rupees and gold were the same 
thing if you had a gold coin of your own, 20 rupece, 
probably. Ten rupees is rather small, and 20 rupees 
would ho a very nice coin. I attach rather more im- 
portance to having a real Indian coin than seems 
to he done by other people. 

13.358. A 20 rupee coin would be too large in value 
for daily useP — Tt would bo very nice for hoarding. 

13.359. It would he very good for hoarding? — And 
if you knew that you could get a 20 rupee coin for 
two 10 rupee notes, and vice, versa , it would be quite 
satisfactory. Tho sovereign brings in tho half- 
sovereign along with it, and tho half-sovereign ia 
very well known to be rather a tiresome and expen- 
sive coin --it is too small — and the conversion terms 
are inconvenient. It is much more convenient to 
have 10 and 20 rupee pieces than it is to have piocea 
of 13 and a third rupees, or even 15. 

13.360. If we abandon the sovereign do net we lose 
its great, traditions for export purposes P If export 
is necessary, it is much better to have a sovereign at 
hand than any local coin? — I think if you had a 20 
rupee piece which was exactly a sovereign and a-half, 
it would be accepted all the world over, just as well 
as the sovereign, providing your Mint was well 
known to be all right. 

13.361. (Mr. Preston.) In responses to a question 
which the Chairman asked you with regard to the 
methods whereby additional gold might be obtained, 
you said you thought two sources were possible— 
either the salo of securities or the arrangement of a 
credit with America. The last Indian currency 
roturn that we have had from Calcutta, dated the 
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11th March, shows the securities in England in the 
currency return as against the corresponding period 
of 1925. In 1925 the total was 20 crores, ami they 
are now 29 crores, which shows that additional cur- 
rency has been given in India against gold funds in 
London, and those gold funds have been invested. If 
it were made possible, whon this additional currency 
is required, to ship the gold to India annually, there 
would thereby be a gradual and quiet augmentation 
of India’s gold stock, would there not? — Yes. 

13,362. (Chairman.) Is there any other matter that 
you would like to refer to?- No; the only remark I 


would make is that 1 consider the fourth paragraph 
is the must important of all. L havo nut lieon asked 
any question on it, and i hope it is accepted. 

13,363. That silver rupees should continue to he 
unlimited legal tender? — Yes. 

13,361. T suppose wo may assume that the argu- 
ment was so clear that i<t needed no further elucida- 
tion; but it does not imply acceptance by all members 
of tho Commission. The Commission are much 
obliged to you for you very kind assistance to-day? - 
Thank you. 


(The witness withdraw.) 


FORTIETH DAY. 
Friday, 26th March, 1926. 


Present : 


Tim Right Hon. EDWARD HILTON YOUNC1, P.O., D.S.O., D.N.O., M.P. (Chairman) 


Sir Raj kndra nath Mookkkjkk, K.C.I.E., K.O.V.O. 
Sir Noiicot Hastings Ykki.es Warren, K.C.I.E. 
Sir Reginald Mant, K.C.I.E., C.S.T. 

Sir Henry Sthakoscii, K.ll.E. 

Sir Alexander Robertson Murray, C.H.E. 


Sir PlJ RS HOT AM DAS TlIAKIUlDAS, C.I.E., 

M.L.A. 

Professor Jaiiangir ('oovkrjkk (’oyajkk. 
Mr. William Khwiiid Preston. 


Mr. G. IT. Raxtkr 
M r. A. Ayaxgar 


| (Seerrfnrics). 


M.U.K., 


Mr. Joseph Kitciun, called and examined. 


13,365. (Chairman.) You are a manager and a 
director of the Union Corporation? -Yes. 

J3,366. And you are well known as a student of the 
matters which are contained in your memorandum,* 
with which you liavo been good enough to supply us? 
In the first plaeo l must express tho Commission’s 
recognition of what cannot bo supposed to liavo been 
other than a very great labour on your part in pre- 
paring a most interesting memorandum and tables. 
It remains only for mo to ask you a few questions 
by way of bringing out certain points which seem to 
need emphasis or elucidation. In the first place, I 
observe you stress tho enormous increase in the pro- 
duction of gold in the first quarter of tho present 
century. As l understand it, a good, deal of what 
you Bay about gold is devoted to showing that there 
is no roason to suppose that that rate of increase 
will be maintained in the future?— On tho contrary. 

13,307. You say that tho principal goldfields of tho 
world are either stationary or declining -that is in 
1924 and 1925 -and that there is a distinct indica- 
tion that, although the world’s recovery has perhaps 
not yet spent itself, any further advance, if it takes 
place at all, will probably bo on a more moderate 
scale than in late yours. Tho suggestion has been 
made to us in ©vidonco that there is a substantial 
amount of low-grad© or© which can bo brought into 
remunerative production by any rise in the value of 
gold. Will you give us your general view upon that? 
— There is a very large amount of low-grado ore 
which can be brought into production, hut to a large 
extent it has been really already brought in. Tho 
cost on the Hand — which supplies over half the 
world’s production, had already been reduced to 17s. 
That will bo further reduced, but I do not think you 
can expect any material reduction on that. The 
Transvaal itself, I think, » just on top of its highest 
point, and from now on it will decre ase; and in most 
~~ Appendix 827" ~~ 


other countries of (ho world the output is either 
still iuunry or declining, as I have said. Uanada is 
one of the exceptions. Russia may return to its 
former £5,000,090 a year. 

13,368. There is not known to you any potential 
source of supply of gold which might bo brought ill 
by a marked rise in the value of gold in tho 
immediate future? Only on tho Rand, 1 think, and 
1 have taken that into consideration in suggesting 
wliat the future output there will he. 

13,360. Tho possible increase from the Rand is 
taken into account throughout your calculations? — 
Yes. 

13.370. You think there is no other soiirco of 

supply ? 1 do not. see any supply of importance. 

13.371. it has been suggested that wo may expect 
great improvements in metallurgical processes, which 
will enable gold to bo produced more cheaply from 
low-grade ores. We have been referred to tho history 
of such improvements in the past. What, is your 
general view about tho future of metallurgical 
technique?- If you go hack only ns far as about 
1880 or 1890, I do not suppose that the average 
recovery of gold from its ores was more than about 
60 per cent. To-day on tho Hand it is easily over 
95 per rent., and approaches that figure, I suppose, 
in other parts of the world. Most of the improve- 
ment duo to metallurgical advance wo havo already 
seen. 

13.372. That suggests that there is not a very wide 
scope for improvement? — That is so. 

13.373. Taking up tho thread of your argument 
as we go along, in paragraph 3 you say, “ For tho 
five years to 1929, tho world’s production may be 
estimated at £395,000,000, of which 1925 has already 
contributed £80,000,000. There is at present no 
reason to assume any higher figuro for tho further 
period in 1935. ’’---Later on I estimate the following 
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fivo years ai £365,000,000 against £395,000,000, and 
that, T tliink, is rather optimistic. 

13.374. Then your method is to take tho gold 
consumption for trade--- that is, tho demand for gold 
for other than monetary purposes- and then you 
tako tho difference as compared with the output of 
tho year as tho amount assumed to lie added to tho 
stock of gold money in tho world?- Yes, after 
deducting, of course, the absorption of India and 
China, which aro regarded as hoarding countries, 
hccauso in practice they do not disgorge gold. My 
figures of tho world’s stock of gold money, of course, 
apply to tho world’s stock excluding Tmlia and 
China. 

13.375. As regards India’s demand for general 
purposes, T see it is your opinion that the immediate 
future will probably show a sensible reduction in tho 
very great imports culminating in 1924 and 1925?-- 
It seems to mo that India has over-imported; that 
is, it has overstocked itself, and that in consequence 
of that its imports will, for the present at any rate, 
he on a more modest scale. Of course, that over- 
stocking is only temporary, 1 presume. I do not 
think ono can tako the past year or tho last two years 
os indicative of tho immediato futuro. 

13.376. Over a uniform period of sufficient length 
tho demand appears to remain remarkably constant, 
but there will probably bo fluctuations?— T do not 
think that would bo so altogether. As the gold out- 
put of tho world went up very considerably after 
1851, after the Californian discoveries, India eaino 
in with an increased demand, with a considerable 
lag — a lag of tho nature of 10 or 15 years. After- 
wards, when the gold production steadied down and 
became less owing to the petering out of alluvial, tho 
Indian demand also steadied down with a very con- 
siderable lag. Consequently, it might bo thought in 
the ordinary way India’s demand would continue for 
sorao tiino after the shortage of gold was actually 
felt. 

13.377. That ixxssibility is based on the actual 
experience of tho past? — Yes. As T point out, tho 
increase in the rate of addition to the stock of gold 
money became sensibly less after 1918. That would 
result after a very considerable lag. Perhaps you 
will have to wait until 1930 in the ordinary way for 
tho domnnd for Tndia to decrease, if it follows the 
experience of tho past. 

13.378. Tho Indian demand cannot bo counted 
upon to tell at onco? — I think not. 

13.379. Tn paragraph 7 you say that the 
requirements of the industrial arts up to the 
war continuously expanded, with the exception 
of one period? Tn 1894 the industrial arts 
absorbed about £11,000,000, and in 1913 — 
19 years later— £27,000,000. That is tlio highest 
figure. Since then the demand Jins been very 
sensibly less because of the effect of tho war, which 
has especially affected countries outside the United 
states, and I take the present consumption for in- 
dustrial arts at about £16,000,000 only. From now 
on I would expect that to increase, and I would look 
to the past rate of increase as a measure of what 
that increaso may be; but, for the purpose of this 
statement, where T have tried to restrain myself ns 
far as possible, I have put tho demand for the next 
five years at £18,000,000 a year. 

13.380. £18,000,000 for the immediate quin- 
quennial period, and £22,000,000 for tho following 
five years? — Yes. 

13.381. Do those appear to you to ho well within 
what Is reasonable to allow P— Yes. Tf, for instance, 
the world were to ho normal in the fivo years to 1934, 
and if it then took at the 1913 rate, it would bo 
£135,000,000 instead of £110,000,000 for the fivo 
years. 

13.382. I observe you have taken an insido figure 
there, and wo como to the interesting point raised as 
to the position of China. You say that “ there aro 
indications that China's preference later on will he 
for gold, which would be in the natural course of 
event#.” What was there in your mind aa evidenoe 


of that?-- 1 was thinking largely of tho history of 
India. It is a case of a poor country bocoming 
richer, and China seems to mo to bo passing from the 
copper or bronze stage to tho silver stage, and it will 
in due time pass to the gold stage. The fact that 
it is so passing is to a certain extent indicated, I 
think, by my table No. 4. There you will sco that 
tho significant figuros apply more to tho war period, 
and perhaps should not be regarded too closely; hut 
in the fivo years to 1919, 61 per cent, of its imports 
of treasure were in tho form of gold, and only 39 
per cent, in silver. China has imported gold to tho 
extent of £11,500,000 in a single year recently. 

13.383. Taking tho figuros for tho quinquennial 
period for 1924, to what do you attribute the dis- 
gorging of gold from China? — During the previous 
five years they imported £17,600,000 of gold, which 
was extraordinary. It is not roflootod in tho pre- 
vious figures, and tho disgorging may be a natural 
repercussion. They also showed, during those last 
fivo years, an extraordinary preference) for silver. 
Their silver imports were quite extraordinary. 

13.384. As regards this question of China, what in 
your opinion would bo tho effect upon tho demand for 
gold from China of a marked fall in the price of 
silver, or any instability of the silver market? — T do 
not think T have boon ahlo to get anything out of 
tho figures with regard to that. Tn tho oaso of India, 
if you take Government purchases, of course, tlio 
Government always bought silver when the price was 
highest., but. tho Indian private demand for silver was 
always accentuated when tlio price was low. As far 
as I remember, I cannot see in the figures of China 
that tli at same thing occurred there. In fact, if you 
compare this table with tho Indian tablo (No. 3) you 
will sco that very often the demand in China was 
absolutely different from tho demand in India - in 
those five years to 1924, for instance, when they put 
£61,800,000 into silver as compared with a much 
smaller figure in the previous five years. Tndia, of 
course, to a certain extent, had taken its large 
amount of silver in 1918, while China’s biggest year 
was 1920. 

13.385. It is suggested to us that if a shock is ad- 
ministered to silver by India selling silver or ceasing 
to buy silver, China would tend to switch over from 
silver io gold as a store of valuo in currency. Are 
you nblo to express any opinion on that? — I am 
afraid I cannot answer that question. The Chinese 
figures nro altogether exceedingly puzzling. They 
import large quantities of treasure although their 
merchandise balance (on published figures) is against 
them — quite tho opposite condition to that obtaining 
in India. 

13.386. Now we come to the summary tablo in para- 
graph 8, in which wo seo that tho balance avnilahlo 
as money, according to your estimate, for the fivo 
years to 1929 will ho £175,000,000, and that for tho 
five years to 1934 it will bo £125,000,000 P— Yes. 

13.387. And that tho stock of gold money per head 
will Jiave remained unchanged? — Yes. 

13.388. From that you draw the conclusion, 
quoting your important words in paragraph, 
9. “ that the balance available as money in the 
10 years must be expected to bo much below the 
£54,000,000 and £49, 400, (MX) per annum of tho two 
quinquennia to 1914, while the needs of the world 
will he much larger than then "P — In tho subsequent 
section of this statement I show that the supply of 
money will ho about 45 per cent, of tho demand — 
that is, of the demand at tho rate required for keep- 
ing up Ihe world's normal economic development. In 
any case, I think there must bo a considerable 
shortage, whatever view one takes of it. 

13.389. Following on the argument from that con- 
clusion, in paragraph 11 you point out that from 1920 
thorn began a period of stationary or falling factors P 
--Would havo, hut for the war. As a matter of fact, 
the war came in to exaggerate all these figures, but 
my point is that if the war had not taken place you 
would have had a turning point still at 1920, Prices 
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would not havo gone up so much, and the figures 
generally would not have been exaggerated on any- 
thing liko that scale. They would have increased 
normally from about 1895 to 1920, and from then 
would have cominoncod a downward turn, ns in the 
period from 1873 to 1896. 

13.390. Your general conclusion is that, in the 
first place, eliminating the war factors, wo should 
have been, and indeed are, at a period during which 
expansion is being checked by thn inadequacy of the 
world’s gold supply to support expansion? That is 
so. 

13.391. What is your general opinion as to tho 
difference made to that underlying state of affairs 
by tho war factors? They have tended to retard it, 
you say. In which direction? — Prices, for instance, 
havo boon very much exaggerated owing to the floods 
of papor money which wero sent forth. All tho 
factors practically were exaggerated during tho war 
period, but especially after it, in the period round 
about 1920. You have always to imagine, I think, 
all these curves — if you look at tho matter in curves 
— -as contending their normal course- -that is, the 
course showing itself from 1896 to 1913 during the 
war period up to tho year 1920, and then either 
flattening or falling, ns tho ease may be, and to tho 
exaggeration produced hy the war being pilod on 
to those curves. 

13.392. Then there is a passage which appears to 
ho so central that I think wo should take it sentence 
hy scntenco. You say that the stationary or falling 
factors will last until such timo oa tho difference 
between the output and tho demand fur gold again 
permitted of a rapid increase in gold money per 
capita . You continue: “'Ibis difference can bo ob- 
tained only in two ways, namely, by increased supply 
or lessoned demand, or both. 11 The increased supply, 
you suggest, would havo to como from now gold dis- 
coveries such os those of California, Australia, or 
the Rand, as to which, I suppose, it can only bo said 
that no such discoveries are in sight at the moment? 
— Alluvial discoveries, of course, have been tho main 
factor in the somewhat remote past and in tho middle 
of tho last century in very considerably increasing 
tho gold supply, but tho day of alluvial discoveries, 
l think, is past. Even such a discovery as 4 tho 
Klondyke only meant an increase in the annual gold 
production at tho maximum point of about £5,<XK), 900 
per annum, and £5,000,000 on £80,000,000 is com- 
paratively .small. Tho great factor in increasing the 
gold output in more recent times has been tho It-aml, 
and the Rand now supplies half tho world's gold 
1 am connected with (he Rand, and that occurrence 
is entitely exceptionable. I am not too much in- 
clined to exaggerate any downward turn, hut l think 
we have to look for a considerable fall in the output 
of the Transvaal as timo goes on. 

13.393. And you do not see anything else to take 
its place? — No. The Rand was discovered in 1885. 
The life of a gold mine thero might bo anything. It 
ni)ght be anything from 15 or 20 years up to 40 or 
50 years, but economically we always try to make 
the life of a mine there about 20 years. If it 
.happens to be 50 years we increase the rate of pro- 
duction in order to bring it down to 20, because that 
is economically about the best point of life for these 
properties; and it follows almost from that, that you 
cannot, for any great distance in tho future, expect 
a big production from the Transvaal except from new 
producers, and tho number of new producers has 
been particularly small at any time during tho last 
10 years. Wo used to havo several new producers 
coming in every year. Now it is a ease of a new 
producer once in every two or threo years; and that 
rate will decrease ns time goes on, so far ns one can 
see at present, because no new discoveries are b6ing 
made. 

13.394. Turning to the other side, to the decreased 
demand, and the possibilities as regards industrial 
arts, on the one hand, and India and China, on the 
other, you tirpress the opinion that the industrial 


arts as time goes on, and with a normal world, are 
likely to exact a much greater toll? — Yes, although 
in my figures I actually Lake a figure below tho 
pre-war rate. 

13,395. You have taken the £2*2,000,000 instead of 
the £27,000,000 a?: the peak of the pre-war demand? 

-Yes. 

13,390. You point out that the Indian demand was 
growing rapidly, and, though we may ho in a period 
during which there will be an immediate falling off 
in' consequence of tho big imports in the last two 
years into India, there is no reason to expect that 
that will not lie replaced hy a restoration of tho 
normal demand? — In tho figures hero I really take 
less for India for tho five years to 1931 than I do for 
tho previous five years. My average rate is 
£22,000,000 a year instead of £21,000,000. I have in 
mind there, of course, the extraordinary imports of 
tho first year of the first period, and I practically 
allow for no mcreaso in the rate after 1925. I havo 
an even rate there, hut, of course, I have no special 
knowledge of India. 1 simply look at the figures as a 
student of statistics and draw conclusions. 

13.397. You havo allowed in your two quinquennial 
periods a figure for the Indian demand which is on 
the low side rather than on the high, according to 
the evidence of the figures? — Possibly. I do not know 
if I can refer to a previous forecast of mine. For 
the live years to 1921, in another connection alto- 
gether, I estimated that India would take, I think it 
was, £60,000,000, and she actually took £103,000,000. 
That is only an indication as to tho difference thero 
may ho between forecast and ascertained fact. Of 
course, it may equally he. tho other way round. 1 
think, on tho whole, my figure is as fair as L can 
make it by studying tho figures. If it should ho a 
third more or a third less 1 should not he at all 
surprised. 

13.398. A third?- -Of tho £110,000,000 for tho five 
years to 1934. What I feel is this. When I havo 
ventured to make forecasts before I havo nearly 

always come out fairly close to the end figure oil 

India, Uhina and the industrial arts taken together. 
On Lilt) individual figures 1 have been very much out, 
but very often these over-esti mates and under- 
estimates tend to cancel out and produco mi end 
result which is very near to the truth. I think, on 
the whole, the total demand of the five years to 1934 
is likely to he at. least £235,000,000, and that, oven 
if India falls considerably short of my figure. 

13.399. Then in your last paragraph you deal with 
the question of the gold required for reserves in the 
central hanking system of the world. What basis 
havo you proceeded ifpon there in making your 
general estimates?-- -Are you referring to paragraph 
12 ? 

13,100. Yes, “ with a world working on tlie gold 
standard as beforo tho war”?- -I would point out 
that my remarks are based very largely upon the 
pre-war point of view, ami I am unahlo to assess 
how far the variation in tho gold standard which is 
taking place nil over the world and the centralising 
of reserves may affect the figures, or may affect tho 
general conclusion. I have not gone into the ques- 
tion of the effect of centralising gold money. In fact, 

I say, “ how far these efforts will tend to incrcaso 
the influence of a proportionately reduced amount of 
gold money remains to lie seen.” I have not got any 
information upon that, f havo not worked on that 
particular point. 

13,491. You are taking things as they are. You 
are assuming the present state of affairs as regards 
the amount of gold required for hanking reserves, 
and so on?-- -I am inking tho figures ns I expert them 
actually to he during tho 10 years, making tho best 
on ti mate I can, and J am applying to that the pre- 
war rate of view. When I state later on how much 
gold is required for tho economic development of the 
world, that is all based upon pre-war experience 
necessarily. Gold will go further now; it is more 
centralised; it is made more efficient; but how far 
ihat will actually affect prices I cannot say. 
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13.402. The view has been expressed that great 
economy of gold could bo effected and ought to bo 
effected by the general reduction of the percentage 
of metallic gold held by tho central banks P — It is 
absolutely necessary that groat economy should bo 
exercised in the use of gold. Tho position absolutely 
calls for it. 

13.403. Tho conclusion of your argument is that 
unless such economy is exercised then there will bo a 
real scarcity of gold? -Yes. You will have a long 
period of falling prices, reduced prosperity, and a 
lower standard of living, and everything that goes 
with it. 

13.404. Before leaving this topic, let ine refer to 
one question with regard to the actual Indian posi- 
tion. Supposing that tho tendency were to go tho 
other way in India, and that thero was to bo a big 
demand for morn gold for India: supposing that that 
demand was to amount to something in tho nature 
of £103,000,000 worth of gold in tho courso of 10 
years. Would you ho prepared to express any 
opinion as to what effect that would havo on tho 
general question, as analysed in your memorandum? 
— The effect would only ho to increase tho adverse 
effect of tho shortngo of gold which I contemplate 
under normal conditions. 

13.405. And would that be a substantial increase 
or an increase which might be neglected? — It would 
be a substantial increase. One must not however 
exaggerate it. It is £103,000,000 against 
£2,400,000,000. It is a matter of 4 or 5 per cent. 
You can get it from my figures in paragraph 8. I 
estimate there tho balance available as money for 
the 10 years to 1934 at £300,000,000. You have got 
to set the £103,000,000 against that. Then, of 
course, it becomes a much bigger percentage. 

13,400. That is, of the addition during the five 
years to 1929, which you estimate as £175,000,000? — 
For five years, yes, or for tho 10 years to 1934, 
£300,000,000, and that is roughly tho 10 years you 
have in view, I think, in the questions which you 
have put. 

13.407. That is so; so that £103,000,000 would ho 
a taking off of about one-third of the total amount 
which should Wo mo additionally available? — Yes, 
and this total amount, as I say later on, is only 45 
per rent, of the world's requirements on the normal 
scale of economic development. 

13.408. Ill order to keep things going even as they 
are? -To keep them stable not to lead to an 
increase, hut merely to keep them stable. 

13.409. In the next, section you deal with the 
interesting topic of the increase of gold needed to 
keep pace witli economic development, ami you draw 
attention to Prof. Oustav Cassel’s work on c< Tho 
Theory of Social Kcoiwiny.” t understand the 
principal difference between your calculations and 
those of Prof, (kissel is that Prof. (kissel takes the 
total amount of gold available, and you take the 
total amount of gold available for monetary pur- 
poses? — IIo takes the total amount of gold supposed 
to have been produced in the world from remote 
times, while 1 take only that portion of that total 
gold production which T can see has gono into 
monetary uses. T base it upon the aggregate stock 
of gold money. He bases it iipnn the aggregate total 
production. 

13.410. You explain why you consider the second 
method more preferable? — Yes. I give his argument 
for preferring the other method, but I cannot follow 
his argument. 

13.411. Tho first important figure is given in para- 
graph 14. 1850-1886 uml 1880-1910 are tho periods 

to which you refer. There was an average annual 
rise of 2*79 per cent, in tho actual gold supply? — 
That is Prof. Cassol’s figure. 

13.412. That suggests that wo are going to find 
that tho total increase necessary to koep pace with 
economic development will bo something round about 
3 per cent.? — Yes. I arrive at very much the Bame 
figure based upon tho stock of gold money. There* 


is, however, an important difference in the amounts 
involved, as I mention later. 

13.413. It is Prof. Cassel’s conclusion which is 
quoted in paragraph 15, that “ ail annual production 
of 3 per cent, of the supply at any time is a condi- 
tion for the maintenance of tho general price-level 
unchanged, ns far as tho gold supply is concerned ”P 
— Yes. 

13.414. You point out in paragraph 17 that 
his conclusions aro shared by many economists, and 
that your conclusions in your Trade Cycles Chart, 
arrived at by n slightly different method, are 
practically identical ? — Yes. 

13.415. Your conclusions, I think, aro finally sum- 
marised in tho table in paragraph 22?— That shows 
tho rate. 

13.416. I am not quite sure that that table is per- 
fectly clear to me at first sight. Will you explain it 
a little? — First of all, I have taken two sets of 
periods. The table ought to have a double dividing 
lino in the centre; it would make it clearer. I take 
first of all tho period 1851-1907, splitting it up into 
two portions. I also take tho period 1844-1913, 
splitting that up into two portions. That 
is, in each case we divide at years where 
the commodity price index was at tho samo 
level, and whether you take the one period or 
tho other the figures are approximately the same: 
the stock of gold money must increase something like 
3 per cent, compound in order to support the rate 
of economic development, judging by pre-war 
experience, because these are all pre-w T ar figures. 

13.417. What is tho significanco of tho figtiro of the 
difference between tho increase per cent, of tho stock 
of gold money and tho world’s population? — Only 
this. Tho more increase in population, which is 
roughly 1 per cent, per annum -or actually under 
1 per cent, per annum — alone requires an increase 
in tho amount of gold money, if things are to remain 
absolutely stationary and if there is to bo no economic 
development at all ; but of course one’s demands aro 
increasing all the time, and they increase at a much 
greater total rate than the increase in population. 
Tho population increases 1 per cent., but tho demand 
for gold increases 3 per cent. — three times tho rate, 
which is what one would expect, hut there is a 
tendency, as shown by the figures for the percentage 
required, to fall with time, as gold money becomes 
more efficient, and as moro credit is built up on it; 
hut, of course, a smaller percentage at a later period 
means a much bigger amount in actual gold because 
of the increase in the stock of gold money which is 
continually taking place. 

13.418. Cun you refer us to any place in youf tables 
in wdiicli one can find, for comparison with this 
required percentage increase, what your estimate 
will ho of the actual percentage change of the stock 
of gold money for the same periods, or for either of 
thorn -the actuals and estimates aB compared with 
actuals and estimates? — There is the table in 
paragraph 1(1. You remember there that I 
divided up the period sinco 1807 into periods, 
and I showed the times when the world’s 
stock of money was increasing at the rato 
of only 4 per cent.; then at tho rato of 4| per cent, 
after the Californian and Australian discoveries; 
then it fell to 14 per cent.; then it rose to 3} per 
cent., and is now about 1| per cent. In each of those 
periods, when this stock of gold was increasing at 
the rate of 4 to 14 per cent, (which is very much less 
than this 3 per cent, we have been considering), you 
have stationary or falling economic factors. Prices 
fall, trade remains stationary in the aggregate, and 
so on. Whenever these figures exceed the 3 per cent., 
then you havo rising factors. Say, the figure you 
were just asking for is the 1*4 per cent. : the present 
rate of increase in the stock of gold money is about 
14 per cent., while 3 per cent, is required. 

13.419. I was looking, for the purposes of ready 
comparison, to find where you set out in your figures, 
if anywhere, your estimate as to the future of that 
present figure of 1| per cent.?— In the table in 
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paragraph 10 1 throw that figure forward to 1934. 1 
take the period from 1918 to 1934, the 1934 figure 
being bused upon my estimates. The interval of 16 
years would on those estimates show an average 
increase iu the stock of gold money of l'l per cent. 

13.420. So lur as it is possible to form a reuse li- 
able estimate of the future, we may say that, whereas 
the requirement is 3 per cent., your estimate el' the 
actual is 1‘4 per cent.? — Yes. 

13.421. Which, of course, indicates also the neces- 
sity for economy? — You will also notice that 1*4 per 
««ent. is the same as the 1*4 per cent, of the period 
between 1868 to 1891, which controlled l'uctors in the 
period of 1873 to 1895— the period during which 
commodity prices were most markedly falling. 

13.422. You say in paragraph 26 : “ Since 1918 the 
rate of increase in the gold money stock has sensibly 
decreased, as it did in the period 1801-1891, and this 
state of alfairs seems likoly to continue lor some 
years to come, so that, at any rato, for another 10 
years to come there should (apart from tlio war) have 
boon a sensible fall in prices and a decline to a small 
extent in the average bank rate.” As war factors 
are eliminated by the lapse of time, it is towards 
that state of affairs that we are likely to revert?— 
Yes, subject, of course, to any change resulting from 
the economising of the use of gold. There was a con- 
tinually increasing economy in the use of gold in 
the past, before the war, but tho effort* that are now 
being made aro extraordinarily groater than those. 

13.423. Subject to any allnviation of the conditions 
by economy in tho use of gold, and any aggravation 
of tho conditions by futuro demands of gold?— In 
order to prevent a long period of falling prices, 
stationary trade and so on, you must increase the 
efficiency of gold or reduce the demand for it for 
other than monetary purposes. 

13.424. fn paragraph 27 you say: “It would seem 
evident from a study of tho chart that they (i-c- f 
price index figures) may go a considerable way 
towards 90 in tho next few years ” -that is, from 
tho present figuro of 145?- I do not know' if the Com- 
mission has had an opportunity of studying this 
chart. I am sorry copies woro only available this 
morning. 

13.425. Wo h a vo had it long enough to have got 
a first impression of it? — With a litfclo imagination 
that shows tho position. If you look at the price of 
commodities curve, tho thin lino shows where prices 
would have been but? for tlio war. As a result of tho 
war they have heon high above that line, hut they 
have alrqpdy como down very considerably, and yon 
can see tnom pointing to tho theoretical lino — -what 
wo may call tho pre-war line. They aro going 
towards that, and eventually would reach it, apart 
from any exceptionally increased efficiency in tho uso 
of gold. 

13.426. In short you deduce that tho gold factors 
in the situation point towards a general fall of prices 
towards the 90 level? Yes, and a long-continued fall 
such ns wo had in tho 23 years from 1873. 

13.427. You draw tho final conclusion that unless 
there is a great economy in the uso of gold the trend 
of prices must bo downward for a long time to como? 
— Yes. 

13.428. Tn paragraph 29 there are figures which 
summarise conveniently some of tho matters with 
which we have been dealing. The illuminating figure 
here, I imagine, is the final column on the table which 
shows the difference between tho actual stock and the 
increase in the stock required? — Totals which you soe 
go steadily in the wrong direction. 

13.429. That is really the comparison I was seeking 
when I was asking you the question a few moments 
ago. You expressed it in this way : ** During tho 
10 years 1926-35 an average of £64,000,000 per annum 
of addition to the gold money stock is required n P — 
Yes. 

13.430. Taking the Indian monetary system os at 
present, the estimates fall short of this by about 55 


por cent. ?— Yes. That is adding the last two figures 
in tho two lines of tho table together. 

13,431. You say, “ (’iiless . . . economy is exor- 
cised wo have to look forward to n prolonged period 
of steadily falling commodity prices and to a 
diminishing degree of prosperity and economic de- 
velopment throughout the civilised world, including 
India.’* Jn your frequent emphasis upon economy, 
what measures of economy have you in mind?- -I 
suppose the collection of gold in tho Control Hanks, 
tho avoidance of gold in circulation, and getting os 
much gold as passible from ordinary consumers ■ 
getting ordinary consumers to reduco their demands 
so as to allow more to bo available for money. Money 
is always iu tho position that it has got to stand 
osidn until those who demand gold have specified 
their demands. India and China and the industrial 
arts all como before money in tlio call upon tho gold 
production of tho world, and it is only what is left 
which is available for tho stock of gold money. The 
aim should ho both to reduce tho demand for gold 
and also to economise in the uso of tho gold available 
for money. 

13, 132. Meforo wo proceed to the question of silver, 
there am one or two general questions which I would 
like to put on tho outlook. As regards the working 
cost in the production of gold, that depends on tho 
general prico level. In your opinion what would he 
the effect of the present continuing fall in prices on 
gold production, and its efftnit upon the working 
ousts? — ft is rather difficult to answer that. On tin* 
Rami wo have already come down to tho pre-war 
level of costs -about 17«. a ton. In South Africa the 
price level is not nearly so high as here. We shall 
get a gradual fall in that ratio of working costs, but 
I do not think thero is very much room for fall. We 
might get down to 15s. in tho course of five or 10 
years. 

13.433. Would that he enough t.o make a sub- 
stantial difference in tho supply?- It would tend to 
arrest tho decline. In m.v mind tho decline is bound 
to be there; tho only question is liow rapid it is going 
to lie. It would tend to check that decline to some 
extent tho more costs fell. 

13.434. ft would not be of such an order ns to mako 
any substantial change in your view of tho whole 
situation?---! have allowed for that ns far as I can 
in making my estimates. 

13.435. That, is the important point, that it has 
been allowed for. Do you attach any importance to 
the view that if prices aro going to fall in future, 
industrial consumption of gold will decrease rather 
than increase? — If prices were to fall I should expect 
t bo industrial consumption of gold to become 
stationary. If you look at my Tnblo 1 under tho 
bending of “ Industrial,” you will sen there that the 
industrial demand was about stationary until tho 
time of the Californian and Australian discoveries 
o r gold that in, until prices started their hig rise. 
Then from about 1851 prices started rising strongly, 
and continued so till 1873. During that time vou 
will see that the industrial demand for gold increased 
from about £15,U00,000 to three or four times that 
amount. Then from 1S73 to 1896 wo had the long 
period of falling prices duo to tlio steadying down 
of the dock of gold money, and you will sno that that 
hig roe in industrial demand is absolutely checked 
right to 1895. Then onwards from 1895, when tho 
slock of gold started rising again very strongly, and 
prices also were rising as a consequence, tho demand 
for industrial purposes increased heavily; so that if 
we were to have a long period of falling prices it 
would certainly have a tendency to chock tho indus- 
trial demand. 

13.436. That no doubt lias been taken into con- 
sideration iu your estimate of tho futuro industrial 
demand? — As fur ns possible, yes. I havo already 
pointed out that my estimate of tho industrial 
demand is taken at less than pre-war level. 

13.437. Do you think you have given full weight 
to the possible check to industrial demand for the 
period of falling prices which you foresee?— You 
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follow that thoso figures of the past do not show any 
falling off in tho industrial demand, or any ap pro- 
vable falling off. It simply shows that for a time 
it boon me steady. 

13.438. It did not go ahead? — It did not go ahead. 

13.439. In tho adverse periods? — No. 

13.440. Then we come to silver? — May I just rofer 
to paragraph 30? You ask in the question- 
naire for an estimate of tho increment in 
tho stock of gold for monetary purposes needed 
to keep pace with the economic progress of (a) Groat 
Britain and (6) the rost of tho world. I only want 
to emphasise that I draw no dividing lino between 
Great Britain and the rest of tho world. What 
affects one will affect tho other. British prices are 
world prices and world prices aro British prices, and 
tho same thing would apply very largely to India. 

13.441. I apprehend that in your analysis of tho 
silver position you are laying emphasis on tho differ- 
ence between conditions of production of silver and 
gold amongst tho most important of which we find 
that silver is largely won with other metals and as 
a by-product?- -Yes. I draw somo rather striking 
parallels between the occurrence of silver and gold 
which rather brings that out. 

13,412. In paragraph 34 you say, 11 The estimate 
now made indicates that to the extent of about two- 
thirds of the output silver is not won for iLs sake 
alone, but either as a by-product or in conjunction 
with gold. That is, 36 per cent., plus 7 per cent., nr 
($3 per cent, altogether, comes from what you describe 
as gold ores or base metal ores? — Yes. 

13.443. And 37 per cent, only from silver ores? 
From that you draw the conclusion that, generally 
speaking, high output is consistent with low prices, 
and low output with high prices? Owing to the pro- 
duction of silver ns a by-product, as long as some- 
thing is obtained for tho silver, a fall in the price 
does not make it unrcniu norat ivo to bring silver on 
to the market? — It so happened that when the price 
of silver was going down most rapidly tho production 
of silver was increasing at tho greatest rate. At tho 
former Commission, Professors Carpenter and Cullis 
said that tho great decrease in tho price of silver 
from 1873 onwards was duo to the increased produc- 
tion of tho motal; hut I think most of the members 
of this Commission will understand that it wns 
prolmhly due to very different causes — tho virtual 
demonetisation of silver by Germany in 1871, tho 
adoption of the gold standard by various countries 
which followed almost immediately, and later oil the 
closing of the Indian mints in 1893. 

13.444. That is stated in paragraph 38, where you 
point out, “ The object of tho present remarks is to 
indicate that in tho past tho output has been largely 

in tho aggregate ami over long period*— indepen- 
dent of price, and that a considerable increase in 
production may occur in spite of falling prices, and 
vice, verm”- Tho production can increase very con- 
siderably, even if the price i« falling. That is what 
the past has shown. 

13.445. And you say that a further reduction in 
price, mi loss exceptionally severe, would not neces- 
sarily have any but a gradual effect on production, 
or at least that tho effect would bo considerably less 
than might be expected? -Yes. There would bo a 
considerable lag. It would have its effect, hut I 
think one could easily exaggerate what that effect 
would he. 

13,440. This is of course a conclusion to be applied 
practically to the problem ns to the effects of salos 
of silver by India under some conceivable change in 
currency policy? --Yes. 

13,447. With the effect of Lhat I will deal more 
closely in connection with the succeeding part of youf 
memorandum. In the next part you deal with the 
general relation between the demand for and* the 
supply of silver, and you give a summary of your 
future estimate in paragraph 46. You give a total 
expected annual consumption for tho 10 years 1926- 
1935 of 230 to 300 million ounces?— Yr«, nrnl the 
expected production is in tho preceding table. 


13.448. Tho expected production of tho tamo period 
you givo as 260 to 300 million. In other words, tho 
expected production is equal to, if not slightly in 
excess of, tho expected consumption ?- -Practically 
tho same. That is quite an accidental conclusion. 

I did not try to work tho figures towards ouch other. 
They happened to come out so. 

13.449. I was wondering if that waB so? — It is a 
fai t that tho demand must, in tho end, bo equal to 
tho supply. That is jin economic fact; but it so 
happened that 1 attacked this question of consump- 
tion and production independently, and they hap- 
pened to arrivo at more or Iobs tho sumo figure. 

13.450. Whon you say that the demand must, in 
the event, bo equal to tho supply, ybu moan there 
aro sufficient possibilities of expansion in tho world’s 
demand for silver to provide an outlot? — No, I do 
not mean that exactly, but that them wdl always bo 
a demand at a price. If the production of silver 
wore to go up 50 per cent, tho excess would be 
absorbed at a price, but the price would suffer, of 
course. In the same way if the production wero to 
fall to half of what it is people who consumo silver 
would necessarily have to consumo loss and pay more 
for what they consumo. 

13.451. In following tho figures of demand and 
supply, I received the impression that it was a 
picture of what you might call a weak market that 
is, a supply which is equal to, if not in excess of, the 
demand? — I should rather be inclined to think tho 
contrary, if anything. As 1 said in connoction with 
my figures for gold, I think that this consumption 
can easily be bigger than these figures, especially for 
coin ago. I do not know if 1 havo allowed sufficient 
for coinage. I should expect in practice tho coinage 
figures to bo bigger than those I luivo put down 
here. Tako China, for instance. I have put down 

30.000. 000 to 60,000,000 ounces a year, bub on pub- 
lished figures China was coining about 100,000,000 
ounces a year in 1922 and 1923. 

13.452. The figures do nut indicate falling prices 
in the silver market? — Not in themselves. Thoy 
would Ikj affected, of course, by tho general fall in 
ihu price level. If thcro is to be a gonoral fall in 
tho price level there should bo a general fall in tho 
price of silvor. 

13.453. Silver would follow the other commodity 
markets? — Yes. fciilvor always goes up and down 
with uuythiug elso, i.e., the trade cycle movements 
or annual variations are similar Tho trond, how- 
ever, is different in the case of silver from what it is 
in the case of baso metals and commodity prices. a 

13.454. As regards tho silvor markot! itself^ you aro 

of opinion thut the prospect of a substantial differ- 
ence between supply and demand indicates rather a 
stiffening of prices in the silver market*? — Yes, but, 
ns I say, the fall in tho general price level has to 
lie remembered. g 

13.455. It would be subject to general influences?--* 
If tho prico level wero to remain the same for com- 
modities in general, thoso figures would indicate not 
lower prices of silver, but if the demand word bigger 
than anticipated, ns is more fikely than the reverse, 
1 would expect tho price to stiffen. 

13,450. I do not think it can be bettor summarised 
than in your words in paragraph 50, where you point 
out : “ Thus supplies would be increased by 13 por 
cent., but in order to absorb them thoso who have tho 
choice of buying would (unions silvor were to cease 
to bo a marketable commodity) be compelled to in- 
crease thoir takings by an average of 38 por cent.” 
Will you explain that a little furthor? — I am taking 
my previous estimate os to what tho output of silver 
is like to bo over tho next 10 years — that- it will 
increase to a matter of 280,000,000. The figures are 
the fiftmo as those I have previously takon. Then I 
am assuming that in the case of a selling of these 

70.000. 000 fine ounces annually by India there will 
also cease to ho a demand for Indian coinage which 
I have previously estimated at 30,000,000 ounces a 
year. I do not know if that is correct, but I think 
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it necessarily follows. So 1 ussuine that demand lulls 
away entirely, and that the coinage of the rust of 
the world would not bo alluded at all by any change 
in the price of silver. It would be affected perhaps 
to a very slight extent, but 1 d^.not think it would 
be appreciably affected. Countries are not very 
lively to increase their silver coinage merely because 
they can get silver cheaper. So that tho whole of 
the demand would be drawn upon India's private 
imports, China and tho industrial arts, and in order 
to make up the gap caused by the acLiou ol the 
Indian Government, if it took place in that way, 
they would have to increase their demand by an 
‘ average ot about 40 per cent, in order to absorb that 
amount. That increase, of course, is a very big one. 
I have no doubt it would take place; but it would 
take place at a price. 

13,4o<. Ion say: “ ikis would mean a piotound 
change in the position and it could not be aiiecLuu 
suddenly ana must take time, Tho more quickly ji 
were applied tlio wider would be the variations m 
the price ol silver and the effect on production. 1 ’ 
in speaking ol tho general luturo ol tiie silver market 
you describe the prospect as one ol firmness ol 
prices ? — if the general price level rema ns the same. 

13.468. Could you explain what would bo the 
general oiled upon the silver market ol these sales, 
as regards the actual effect upon prices? You deal 

, with it hi paragraph 64, do you not? — in paragraphs 
.)d and o4. lou see mere 1 say that lor lhe years Horn 
.11102 to 11113 there was a .steadily rising curve ol the 
money amount which the world was prepared to pay 
lor silver production, and that il that line were con- 
tinued to 1030 and 1036 it would show prices lor each 
ol those years of 35d. per line ounce. 1 do not 
believe that ia"lho position, of course. Thu war has 
changed many things, and .1 am ignoring entirely 
tlie war period. L say that il this line were ex- 
tended we xhouild arrive at a price ol 35d.‘ per line 
ounce at 1030 and *1036. lint il Indian private 
demands and China’s demands ami industrial arts 
were asked to take this additional amount, i am 
assuming they would pay the same total value for the 
enlarger amount that they would pay lor tho 
ordinary amount otherwise. That alone would 
decrease the 35d. per fine ounce te 25d. Then J go 
on to say that \ do not believe that Lliut fall would 
be restricted to 25d. owing to the various qualifica- 
tions 1 have set out the five points which L have 
set down in paragraph 64. 

13.469. Wliat you. call the live additional points? - 
Yes. 'They .greatly quulily the position. 

33,460^4 think it has been suggested that the 
result or the sale of these 70,0011, (XX) ounces a 3 ear 
would be to reduce the price of silver to 24d.P Of 
course you gather from this that 1 think tho fall 
would not stop at any thing like 24d. 

J 3,461. You do not And it possible te say where at 
would atop?- Iftdo not want to predict. 

13,462. Only you would not build anything on the 
24d. P — That is so. % . 

13,46$, You say in point 6: “ Much would depend 
not merely on tho Government's action as regards 
silver, but also on its policy as regards gold. If 
that were in the direction of introducing a gold cur- 
rency it would largely augment the already excessive 
demand for a metal that threatens to be in 
increasingly short supply, and the prolonged fall in 
prices generally, which from other considerations 
lias been assumed, would be coiftiderably accentuated. 
This would, of course, have its effect 011 the price of 
silver.” That is a general reservation which you 
have already modeP — Yes; except that that down- 
ward line from 1924 which I have been suggesting 
would beoome still more downward — the downward 
movement would be accentuated. 

13,464. This point has been put to us in evidence, 
*nd I should like to put it to you. It has been stated 
that silver follows general commodity prices, and as 
general commodity prices are about 50 per cent, more 
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than they were, the price of silver is likely to go up 
to above 40(1. The argument is that silver is now for 
some reason or other, which is perhaps not explained, 
below what you would expect to find it in view of the 
general rise of commodity prices since tho war. What 
weight do you give to that observation based upon 
the relation between the price of silver and general 
commodity prices?— Well, I think my table in para- 
graph 51 throws some light on that. I there show 
that the price of silver does not follow the ordinary 
rules. I11 the case of base metals the prices have 
gone up in a marked degree, while the pvieo of silver, 
although the output lias not increased to anything 
like tho same extent as that of base metals, has not 
followed the base metal figures at all. It is possible 
that silver can go up to that extent, but I should not 
expect it generally. 

13.465. Can you suggest any explanation of why 
it lias not risen to tho same extent as other com- 
modities?-- No. Of course, silver bus had some very 
hard knocks. It used to be the basis for currency, 
and it has been knocked out as being the basis for 
currency. Its uses have been to a large extent cur- 
tailed in certain directions, at any rate. 

13.466. That factor is a continuing factor? Yes. 
I do not know if this has anything to do with it, hilt 
it is also a luxury metal rather than a necessity as in 
the caso of the base metals, although so far as that 
is concerned yon would expect in times of prosperity 
the price would go up quite as mii^h as in the ease 
of the others. 

13.467. In that connection it lias been suggested 
to us that there is likely to he an increased demand 
for silver for coinage among the nations of the world. 
Have you any view on that? That, is very, very pos- 
sible. T think T mentioned before that. I have taken 
what I consider modest figures for coinage, and it is 
in coinage that i would expect the demand to he a 
good deal bigger. 

13.468. You took the case of China? — 1 liavo some 
figures here for 1021, 1022, 1023, and 1024, showing 
the umounts of silver used in world coinage. I have 
the figures for net coinage. The United S lutes Mint's 
table for the world for net coinage was 07,000,006 
011 liens in 1021, 106,000,000 ounces in 1922, 167.000, 000 
ounces in 1023, and 103,000,000 ounces (which is an 
incomplete figure) in 1024. lint t lint includes India 
and Chinn. China comes in in the two middle years 
for 09,000,000 and 04,000,01X1 ounces. Excluding India 
and Chinn the absorption of the world for net coinage 
was 03,000,000 fine ounces in 1021, 71 .000.CKKI ounces 
in 1022, G6, 000, 000 ounces in 1023, and 90,000,000 
ounces (which is an incomplete figure) in 1024. Thai 
is (luring the period when the United Kingdom, 
having debased silver from the basis of 92} per cent. 
to 50 per cent, fine, was actually turning out silver 
at a considerable rate at a rate of 15,000,000 to 
20,000,000 ounces a year on bnlanee. You find in 
1024 Germany cniue in and took 21,000,000 ounces. 
Hussia came in in 1923* taking 9, 000,000 ounces in 
that year, and 12,000,000 •uncos in the following 
year. You have Austria coining in with 5,000,000 
ounces in 1924, and so you sco the Continent begin- 
ning to w'uke up and absorb silver for coinage pur- 
poses. Of course, 011 the Continent during the war 
ami particularly afterwards, an immense amount of 
silver was turned out. Silver coins virtually became 
demonetised, partly by the people themselves and 
partly by the Governments. That has left a vacuum 
that lias to be filled. 1 have not figured out the 
amount of filling required, hut it is quite possible 
that there may he during the next- few years, ns 
Europe gets on its feet, a very considerable demand 
for silver for coinago purposes. 

1«3,469. Are there not big reserves of silver to meel 
this demand and fill this gap held here or there? — 
Thero are very big reserves in India, but whether 
they will come out or not I do not know. 1 believe 
during the war in the ease of one hoard in Tndia a 
very big amount came out — 1 am afraid to mention 
the figuro— where one of the ruling princes turned 
out many, many tonti of silver which came to this 
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country; but in general, of course, the silver does 
not come out of India, hut it continually goes in. 

1*1,470. Are you aware of any big holdings of silver 
any whore else which arc demobilised at present?- ■ 
No; there is the United Stales holding of silver, but 
they got rid of thnt for u time by selling it to Indin. 
They have now lcplcnished it and intend to keep it. 

1*1,471. I though thnt there was n lot in Switzer- 
land? I should not think so. 

11,472. Nothing substantial, you think? No; 
Switzerland is in fact using very little. Switzerland 
is using very little for coinage now. It is of the 
order of about 1,000,000 ounces a year. 

11,471. ( Sir Purxhotamda* Thalcvrdns.) May l ask 
what you huvo in your mind when in para- 
graph 1 you exclude Tndia, China and Egypt 
in your calculation about the slock of gold 
money in the world P — Well, 1 regard them ns absorb- 
ing or hoarding countries. My world stock of gold 
money is supposed to represent the amount of gold 
money which influences prices and conditions 
generally; but in the ease of Tndia there is no 
effective gold money now. 

11,474. llut the gold bullion which Indians are sup- 
posed to hoard is capable of coming out whenever 
the demand for it is such ns to make those who hoard 
it want to release it P — Rut it never comes out. 

11,471. You go on the basis that it is for all 
practical purposes dead? Yes. 

11.476. If it came out would it then affect the 
basis of the calculation you have made? Yes; and 
so in the ease of silver if silver came out; hut in 
practice it never conies out. I believe if you go 
hack the hist HO years there were only two or three 
years — in fuct, I mention them somewhere here— in 
which India turned out any gold at nil, and it 
immediately reimported much more. 

11.477. Rut if it happened that the gold bullion 
which was being boarded by Indians was list'd for 
purposes of eurrtiiey, thnt is, if they took it to the 
Mint for conversion into gold money, it would afreet 
the calculation which you have so fully put before 
1 ho Coin mission ? — Yos. 

13.478. Gold ornaments are known to have been sold 
whenever the person owning them is in difficulties. In 
Mich eases tho ornaments arc taken from the ladies of 
the family and are either mortgaged or sold say, in 
the ease of a merchant who is in difficulties. How 
would you regard that? Would you regard that as 
use of gold for the purposes of gold money in the 
world?- -No; because T take it. it passes into other 
hands which are in effect hoarders in my sense. 
Perhaps tho word 11 hoarding ” is not the right word, 
but rather “ absorption ”, It is absorbed from the 
world. It is no use as money, surely. 

11.479. It is of no u.su as money because there is no 
gold currency. If there were gold currency a mail 
would take the bullion to the Mint and say: “ Mint 
this ”, mid then it adds to the money in circulation, 
does not it? If you assume' that. I was going to say 
that there is supposed to be gold currency in India. 

11,4*1. Not. since 1920? Rut in fact. 

11.481. (Chairman.) The sovereign is legal tender? 

-It is still legal tender, and there are still gold 

iiiohurs in existence, but they are boarded. 

11.482. ( Sir Pur&lwtamdas ThakunJas.) Tho 
sovereign is not effectively legal tender because one 
can only get 10 rupees for it from the Government 
under the existing statute. Since 1920 the sovereign 
is out of it ns legal tender, if 1 may say so. The 
policy adopted for India lias been such that gold must 
lie in India as a commodity, that is, something which 
is dead for currency purposes. If that wore not so, 
and the sovereign were legul tender, say, for 16 rupees 
or 13 rupees and odd annas, then a mail holding gold 
bullion, if he felt that property or commodities were 
going cheap, would take' his gold to the Mint and say : 
“ (live me coin for it.” Would not that be so?— I &m 
nfraitl 1 cannot answer tliut question. 

11,481. If gold was legal tender in an effective 
manner, gold bullion which is supposed to be hoarded 
by Indians would not be cut out of the stock of gold 


money in tho world ?-~I am ulraid it would in my 
figures, because 1 make them up in my way. It is 
a convenient way of getting at the stock of gold 
money in the world— to regard all the gold in India 
us hoarded. So 1 do it lor that purpose. In 
practice, of course', it may bo that some of that gold 
will get into circulation in India. 

11,484. If you agree with me that in praetice it is 
possible that some of that stock of gold may get into 
circulation, then the calculation on which you go 
would be seriously affected ?- - Well ? 

13.486. You cut out of the stock of gold money in 
tho world all the gold which hue gone to India, China 
a ml Egy p t ? — Y os . 

11.486. If it is taken for a period of 2U0 years, or 
whatever it is that your calculations are based on, it 
would make a substantial difference? — Yes; but I 
could hardly imagine that all the gold which has 
gone into India, or any appreciable proportion of it, 
would ever come into use us money. ‘ It would make 
a difference, but I should not think a serious 
difference. 

11.487. May L assume that you tnke it for granted 
111 at gold which goes into India never comes into 
effective monetary use? -I do not think it does. I 
do not think it affects prices. 

11.488. If I hold gold worth, say 100,000 rupees in 
bullion, and at a period when T happen to have 
suffered n loss in business, or when I want to expand 
my basilicas I take that gold out of my hoard and 
borrow on it, do you consider that as my putting 
the gold to use as gold money?— No; that would be 
using it as a commodity. 

11.489. If I sold it? -Yes; T presume the person 
who buys it from you would also use it as a com- 
modity. and not as gold money. 

11.490. Why do you necessarily take that view 
because you take it that all the gold which goes into 
India is used as a commodity only F- Yes. 

11.491. So that your presumption is that ull gold 
which goes into India is used as nothing hut a com- 
modity, and is incapuhle of use for tho purposes of 
currency? Yes; and 1 understood you to .say that 
that was so. 1 understood you to say that gold does 
not circulate. 

13.492. It lias been so since 1920. There is no 
question about it, and 1 do not think any of my col- 
leagues would disagree with me there. Then in tliut 
case one may come to the conclusion that you would 
like some scheme to be devised by which this quan- 
tity of gold which went to India was capable of being 
used us money, namely, for the purposes of gold cir- 
culation?— I suppose so. As 1 said before, the object, 
is to reduce the demand for gold ns a commodity, and 
to divert it to monetary purposes. 

11.493. And anything which aimed at that object 
or effectively served that idea is what the world needs 
most at present? Well, I do not know. It would 
depend what use you would make of the gold when 
you turned it into money. If, for instance, you 
wore to institute a gold currency, I do not think that 
would be making good use of the gold. 

11.494. Tt would not be the best use of the gold, if 
tho gold coins were very widely used? If they were 
to circulate at all. 

11,496. Even to the smallest extent? — Yes. Of 
course, if they are only in circulation to a very small 
extent, then it does not afTeet the whole question very 
much; but gold is far more efficient when it is in n 
reserve, for instance, than if it is in the hands 
of the public. 

11.496. Gold in reserve, and a small quantity in 
circulation, if it tended to bring out the gold from 
hoards, would meet with the world requirements, 
thnt you have in view?— Whether it would meet the 
requirements I do not know. The requirements of 
the world are pretty big. It would go towards meet- 
ing them. 

13.497. It would meet the requirements of the 
world to n certain extent— to the extent that gold 
which is at present hold os a commodity in India 
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would begin to move and runic into directive use 
an money? — Well, l do not know if the hoards would 
be called out. 1 do not know if they would. 

13.498. If the effect were to move the hoards, you 
would approve of itP — Of course. 

13.499. In paragraph 5 of your memoran- 
dum, you express the viow that owing io 
the large imports of gold into India during the lust 
two years India has over-stocked herself with gold. 
Do I understand that you think that India has im- 
ported more than it needed P — Yes. In the year 
1924-25, to March, 1925, the imports were extra' 
ordinary. It (seems to me that they were more than 
were called for by tho demands of India, and it looks 
very much as though the importers hud over im- 
ported— buying gold speculatively, 1 suppose. 

13.500. Has the price of gold anything to do with 
it? l)o yon think the lower price of gold in rupees 
might have been an attraction in that direction ? 

1l might. The possibility of the rupee being fixed 
at Is. 4d. instead of Is. (id. might have been an 
attraction. 

13.501. Is. 4d. would have made tho gold dearer 
in rupees, would it not ? — Would it? Perhaps I 
have got it wrong. 

13.502. At Is. -Id. the gold would have cost. India 
something in the noighlxmihnod of 24 rupees per 
tola. The tola is (lie standard weight for gold. 
At Is. (id. it would he 21 rupees odd annas and pies 
per tola. Therefore, at Is. 6d. the price to India 
in rupees was more attractive than at Is. 4d.?--I 
do not quite follow you. At Is. (id. the price is 21 
rupees per tola, and at Is. Id. it is 24 rupees. 

13.503. Yes?- All 1 had in my mind was that the 
man who had bought at 21 rupees per tola, if the 
basis wore changed to Is. 4d., could sell at 21 rupees 
per tola. 

13.504. Exactly; and then more gold would come 
out of the hoards? Tho speculator would be able lo 
sell bis over-stocked gold at a profit in rupees. 

13.505. At present the speculator bolds it in the 
form of a commodity in bis board? Yes. 1 am only 
saying that there has been tm over-stocking -I 
only assume Unit, you know? 

13.506. I am going on that assumption.- The figure 
looks too big to be the result of wlmt one may call 
flu* normal demand. 

13.507. It is the largest quantity that. India has 
imported in any year? Yes. I tried to explain the 
fulling off in the succeeding year which is a tailing 
oH from £50,000,00(1 lo 1325,000,000 on the assump- 
tion that in the year to March, 1925 India took too 
much and ill the following year possibly tool; too little 
because of that. The figure is .£50,000,000 in Un, 
on© year and £25,000,000 1 assume for the year now 
(Hiding. 

13.508. Hav© you got the actual figures for the last 
nine months P—L huve taken the actual figures to 
December, and made estimates for the test. I have 
a certain amount of kuowlodgo in making these 
estimates, because .1 am connected with a Committee 
which supervises tho selling of half the world’s 
output. 

13,500. May I ask you with rogurd to the table in 
parugruph. 22 if you can explain to me the significance 
of the periods into which you have divided the two 
tablesP — There is no significance in it at all. 1 only 
had to take the periods when prices were at the sumo 
level. It is a case of drawing a horizontal lino 
through the price curve and seeing where it cuts the 
curve, and that horizontal line you can cut at any 
level. But in practice if you look at my chart, you 
will see you cannot vary the lino very much, or you 
cannot get similar prices over a very long range of 
years. I wantod to get the longest range possible, 
just as Professor Cassel did. Taking the price of 
commodities, you seo tho horisontul lino is very little 
below the figure for 1913. You have only to raise it 
half an inch on thiB scale and you get no comparison 
at all after about 1880. There is no particular virtue 
in those years I have taken; but one has to take 
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them where one can get them over a very long range 
of years. 1 give two sets of figures (of course they 
differ) just to shew that tliero is a certain amount of 
similarity between them. In tho chart I only apply 
one sot of figures the first set. 

13.510. Referring to what you suy in paragraph 29, 

1 think you said in reply to the Chairman that what 
you had in your mind there was economy in the 
direction of more gold for the reserves and less gold 
for currency and for industrial use. f do not flunk 
I am a competent witness on these questions of 
currency. 

13,510a. 1 am going on the answer that you gave 
to the Chairman. In that paragraph you say: “ Un- 
less that economy is exercised ” that is economy of 
gold — “ we have to look forward to a long period of 
steadily falling commodity prices.” You desire 
economy in gold in tho direction of less use of gold 
in currency and for industrial purposes, and more 
accumulation of gold in the reserves of the Central 
Hanks? Well, it only strikes me lhat in tho reserves 
in the Central Hanks it is more efficient than if it is 
in circulation; but. 1 am thinking less of lhat here 
than of a lessened demand for industrial arts and 
India for private hoarding, so as to leave more lor 
addition to the world stock of gold money. 

13.511. In the light in which the problem strikes 
one after perusing your very full memorandum and 
the tables attached to it, it would appear as if there 
is likely to bo a scarcity of gold after 10 or 15 years, 
unless some new gold mines nro discovered. It strikes 
me that although for the purpose of remedying this 
the various major or important countries concerned 
with the gold standard have resolved not to put gold 
into currency, yet Holland on the 1st April, 1925, tho 
snnio date England went to the gold .standard, 
actually put out gold currency. Is that so? I 
believe so. Switzerland had previously withheld 
gold from its public lor a long Limn; and then came 
the time when they wanted to put gold into circula- 
tion. i am under the impression that their hanks 
forced upon the public in return for notes presented 
a matter of £5 J 000;000 or £(>,000, IKK), and that within 
a few wooks they had returned to them some 
£6.000,00 or £7,000,000. In other words, the public 
did not want to have gold in circulation; and the 
fact that gold was put into circulation gave them 
such confidence that their hoards partly came out. 

13.512. I was wondering whether this action of the 
Netherlands Hank in Holland of declaring that gold 
would he available for circulation on the same day 
as 111© Hank of England declared the pound sterling 
was at 111© gold point, had any significance in the 
sense that the European Powers were not quite com- 
bined or were not working in unity towards (In* aim 
and ideal of utmost economy in gold?— -Well, there 
is no actual combination between the European 
Powers. Professor Cassel has pointed out that, the 
necessity for economy in gold is so great that the 
countries should get together and decide upon a 
policy. 

13.513. I thought, it was .said they were doing lhat 
h.v resolutions of the (Jciion Conference?. -It was 
recommended there, hut l do not think it lias ever 
been carries! out, or at any rate only in an informal 
manner. Professor Cassel, who I. believe is to give 
evidence lief or© you, I have no doubt will advocate 
that there should lie combination and joint action. 

13.514. Hut it has not yet come ti any practical 
steps being taken in that direction? — Well, 1 am not 
informed, but T do not know that it has. 

13.515. Judging from what happened in Switzer- 
land when they put out the gold currency, is there 
any reason to doubt that the same thing may not 
happen in India, namely, that with gold being put in 
circulation people’s confidence may he inspired to 
such an extent that it may help gold to come out of 
the hoards? — I should imagine that the hoarding in 
Switzerland is of a very different kind to the hoard- 
ing in India. As a matter of fact gold has been 
put into circulation in India in the past. T do not 
know what the result has been. 

P 2 
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13,510. Nut much as a token? — Rub 1ms not it 
been put in circulation to tho extent o 4 ' £20,000,000 
or so P 

13,017. And it has kept in circulation more or less, 
i liavo not hoard of much gold coin having boon 
held hack and put into hoards. That is a matter 
about which I was wondering whether .von would give 
us any figures. I do not know of any iiguies which 
show that a good deni of gold in circulation dis- 
appeared and went into hoards, it would at least 
he a very big speculation to put gold iri circulation 
in the hope that gold would come out of the hoards 
in India. 

13.518. Why do you think there should be a 
difference between how gold currency affected people 
in Switzerland and how it would affect people in 
India P — In India it i.s an age-long habit. Tn Swit- 
zerland it wus the habit of a 3 T our or so. After they 
had held the hoards for a few years, they turned 
them out at a convenient opportunity. In this 
particular country we had hoarding at the beginning 
of the war; huL that hoarding alter a while to a 
large extent ceased. 

13.519. Tile agelong habit in India mny have as 
its basis that since 1830, at least, gold currency lias 
not been available to the people at all. -You know 
better than 1, hut it has from time to time, lias 
not it? Gold mohurs have on two or three occasions 
been minted. 

13.520. After 1900 nnco---a verv small quantity? — 
Yes. 

13.521. Then they found that the gold came hack 
perhaps because the period immediately followed one 
of the most severe families that we have known. 1900 
was a very had year, 1 think I may say. — Yes. Of 
course it, does not follow, hut, this is my impression. 
It i.s a matter 1 am not familiar with, but I imagine 
if you were to coin gold and put it into circulation 
in India the etT«ct would not be that it would cull 
out tho hoards, hut that that the gold itself would go 
into the hoards. It would cease to circulate. 

13.522. 1 was wondering if you could tell us what 
Ibis assumption of vours is based on — is it simply 
on this, that in India people have hoarded gold for 
years now ? — Yes. 

13.523. You do not think that that would have any 
relntiou to the fact that, they did not. have any gold 
currency available to them ever since 1835 or 1 830 P 
Since the rupee was coined, I understand except for 
short intervals gold currency was absolutely for- 
bidden?- They have had silver available, and yet they 
have hoarded silver to an extraordinary extent. 

13.524. Tn ornaments P — Yes. I use the word 
11 hoarded ” in a general sense. You understand what 
I mean — absorption, 

13.525. Absorption both for ornaments and as bul- 
lion? — Yes; bullion, and mainly ornaments, I take 
it. 

13,526. An ornament is a different thing from 
boarding bullion. Rullion is practically a commodity. 
Ornninent is a different thing from that — I under- 
stand the people of India generally would hoard, ns 
L call it, ill the form of ornaments only. When I use 
the word 14 hoarding ” I include the industrial arts 
in India. 1 include ornaments, of course, and it is 
mainly ornaments, I take it. 

13.527. Rut I assume that you would object more to 
putting metal in pits or in safes merely as bullion. 
Hoarding in the form of ornaments is a thing which 
cannot lie helped much. Tt is a common habit with 
women, and it will take a great deal to change it. — 
Probably. 

13.528. Just as you sec in the West flower vases 
and other knick-knacks of gold or silver and one does 
not object to it, or to a gold cigarette case. Tt is 
a luxury, but 1 have not heard anyone object to a 
gold cigarette case or a gold match box. It is a 
luxury, and it has to he paid for. by those who want 
to go in for the luxury. I thought that your 1 ‘hoard- 
ing ” particularly referred to gold in bullion. — No. 
1 use the word 41 hoarding ’* in rather a had sense, 


lierhups. 1 do not quite meun hoarding by it, 
because, I take it, there is very little real hoarding 
in India, either of gold or silver. 

13,529. If the people of India cannot afford either 
pearls or diamonds for the decoration of their women- 
folk, surely they must have recourse to tho cheaper 
things they can afford, which is eithor gold or silver? 
—Yes. 

13,53U. To that extent jo is not a thing that either 
can lie or should be objected to?—- No. I should think 
if most of the gold and silver is used in the form 
of ornument the chances are you would not be very 
successful in getting that to come out of its use. 

13.531. lint it is capable pf coming out of its use 
when the man who possesses it wants to realise it? — 
Yes. That only applies to a small portion, I take it. 

13.532. (Sir Pm .shot a union Thakurdas.) That is per 
Imps a matter of information of which I have none. 

13.533. (Sir Kegimild Mant.) 1 want to be quite 
clear ns to the* method of construction of this very 
interesting chart of yours. — Yes. 

13.534. It is explained in paragraph 24 of your 
memorandum. You have drawn a curve 44 as much 
above or below tho horizontal base chosen as the stock 
of gold money is above or below straight linos in cer- 
tain periods between the years when prices mid the 
bank rate stood at tho same level. 41 That moans 
“ respectively,” does not it? it does not mean thar 
prices stood nt the same level as the bank rate?— 
No. 

13.535. It means when prices stood at the sumo level 
as prices? — Yes. 

13.536. The nine years’ average refers to the bank 
late only? — Yes. 

13.537. 1 wanted to clear up that point? — I am 
sorry it is so badly expressed. 

13.538. Tho word 44 respectively,” l think, would 
muko it quite clear. Looking at tho chart in the year 
1900, the prices lino, apparently, returned to the 
same level as in 1851, according to the chart which .1 
have? — Yes. 

13.539. You took the level of 1907. I do not know 
whether there is any particular reason for thatP — 
Well, the yeur 1900, you will notice, was a peak. Jt 
was not ail average year at all. II' you take the year 
1907 urnl averaged it with tho year before and pre- 
viously you will find thaL it comes on to tho lino. 

13,640. You were taking the broader movements, 
and ignoring the short movements? — Yes; it some- 
times is rather misleading to take a single year. 

13.541. Quite so. Do you think that silver had no 
influence on prices in the years preceding 1873, when 
silver was demobilised on the continent of Europe P- 

i suppose it had. 

13.542. There is rather a close correspondence be- 
tween the gold line und the prices line during that 
period. 1 wondered whethor silver had no effect, or 
whether tho effect was on the same linos as gold? — 
Well, credit was then hardly built upon silver, at any 
rate, to the extent to which it is on gold. Of course. 
1 know the gold standard came into increasing use as 
tho nineteenth century went on ; but before it came 
into use in any particular countries was there any 
great amount of money based upon silver as such? 

13.543. At any rate the chart bears out your argu- 
ment? — When the gold standard came in, the use of 
silver us money probably increased also, hut not in 
the same ratio. 

13.544. Your chart does appear to justify you 
in ignoring silver?— I think so. Of course, the fur- 
ther you go back the less reliance you can place upon 
these conclusions; but the neurer you get up to the 
date the better. As I mention here, the attempt to 
carry back to 1800 the correspondence between the 
total gold supply and the prices of commodities has 
met with very indifferent results, and I could not 
continue that further back. 

13.545. It is dear from your chart that up to the 
outbreak of the war there was a very dose corre- 
spondence between the supply of gold money and 
prices. That indicates, does not it, that the credit 
that could be built on gold was, daring that period, 
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subject to very rigid limitations? — I do not quite 
follow that. I do show here that the percentage 
increase in the stork of gold money fell off with time. 
That i«) the gold became inure efficient. 

13.546. But there was a steady correspondence be- 
tween the curve of prices and the curve of gold money 
available? — Yes; but remember that that gold money 
went up at a different rate, a decreasing rate, first 
at 3.1 per cent., and then at 2.9 per cent. To that 
extent gold money became more efficient, apparently. 

13.547. To that extent only? — To that extent only, 
it might temporarily have had much more effect. X 
am dealing here with the trend and not with the 
trade cycle movements — not the annual variation. 

13.548. But the inference to be drawn seems to 
be that the amount of gold money available was 
t-lio determining factor in prices? Absolutely, 
t think. I do not know if you happen lo he at all 
familiar with my Trade Cycles Chart, which has 
been published once or twice. There T give the stock 
of gold money, and I also give abut 12 or 15 
different economic factors over a long period. You 
enn see the absolute correspondence between those 
curves. You can see the influence of the stock of 
gold money on those curves -at least, T think I can. 

13.549. It docs bear out, does it not, tho suggestion 
1 put to you that the amount of extra money that 
could bo produced by credit was strictly limited 
by the gold basis ? What T am leading up to is 
Iho difference between pre-war conditions and he 
war period and post war period, when apparently 
another factor comes in. The amount of credit or 
the amount of money is not limited to anything like 
tho same extent by the amount of gold available? 
You mean that a great deal more credit is now lo 
bo placed on a given amount of gold P 

13.560. It looks like it from the chart and the 
course of prices. Yes; gold will become more 
efficient. T think T mentioned in reply to 4 lie 
Chairman that according to those figures there seems 
to have been an increased efficiency in the use of 
gold over the period that I take, and that that rate 
of increasn has probably advanced considerably 
since the war. 

13.561. You are using efficiency in the sense that 
the same amount of gold goes a longer way? Yjs. 

13.552. Tt is made greater use of? — Yes. T use 
hero tho curve of the world stock of gold money. 
Tt ought to be the* curve of money in tho widest 
sense, but it is because I have only got the figures for 
the world stock of money Hint T use it. One would 
profer to use the curve of money in all forms if 
one could obtain it. but it is unobtainable. 

13.553. The point T wish to examine is that up lo 
the time of the war the amount of gold available was 
the dominant factor in controlling the amount rf 
money available? — Tt was more of n dominant factor 
than it ha8 been since, no doubt. 

13.554. It seems to me ns if another factor has 
come up. Does it follow from previous experience 
that tho amount of gold available will in the future 
have the same dominance as it bad in the past ? 
That is the point on which F wish to have your 
opinion. It may go further, but gold Rtill would 
bo the controlling factor, would it not ? 

13.555. That is the question which T raise. I 
think the world is going back to gold, but it may go 
back to it on a different and more efficient basis. 

13.556. It bos been put to us by another witness 
that in future gold will not be the dominant factor, 
nnd that the central banks and financial authorities 
will be able to control credit to a much greater ex- 
tent than they did in the past, so that future prices 
will practically be managed by the authorities in 
control of credit independently of the supply of 
gold ?— Well, I can hardly imagine it myself. 

13.557. You do not expeot that to happen P— No, 
I think the world is going back to gold as the basis 
°f economic factors generally. 
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13.558. But a larger volume of credit may bo 
built up in the future P — On a given amount of 
gold. 

13.559. Quito so, and that amount of credit may 
bo varied at will by the authorities creating tin* 
credit? — Yes, but they will stiil be subject to 
certain restrictions, will not- they, as in the past. ? 

13.560. But will they bo subject to tho same 
restrictions? — Not to the same restrictions. The 
movement is all in the direction of increasing the 
efficiency of gold and increasing the amount of 
money that you can base upon a given amount of 
gold. 

13.561. My (mint is not that gob! will bo more 
efficient, but that the authorities controlling credit, 
will have a very much wider margin to work on so 
that gold will not bo the same dominant factor that 
it lias been in the past. That is tho point that 
was put to us. — T can only imagine gold as still 
being tho basis but tho superstructure may bo bigger. 

13.562. And more variable? — Possibly ami more 
variable. 

13.563. So that you will not in future bo able to 
correlate prices so closely to the amount of gold 
money available because you will have this other 
variable factor of tho credit structure? Yes, not so 
closely. Still T think that from gold money alone 
you will still be able to see the curve of the other 
factors. 

13. 564. So that, you expect, this curve will more 
or less continue to correspond with the gold rurvo 
but at a higher level? — Yes, for instance, this line 

I give for prices of commodities owing to the changed 
basis of credit and money would not como down so 
much ; it might even run along horizontally. 

13.565. At a permanently higher level? — Yes. 

13.566. Turning to your estimate of tho effect of 
the proposal to sell off silver from India, which is 
shown in the table in paragraph 50, you show that in 
order to absorb the surplus supplies of silver the 
demand from India for private imports and from 
China and industrial arts will have t>o be increased 
by 38 per cent. ? — Yes. 

13.567. Tf one followed that out mathematically 
it would mean a. reduction of the price of silver by 
about 27A per cent. ?■ — -From 35d. t-o 25d. 

13.568. Assuming, as you do, that those countries 
would only spend the same sum and get 38 per cent, 
more silver for it, that would mean, T think, a re- 
duction of absut 271 per cent., in tho price of silver? 
— Yes. 

13.569. Which would reduce your assumed price 

oT 35d. per fine ounce to ? — To 25*3d. I 

mentioned that somewhere. 

13.570. Tim increased demand would hardly operate 
at onoo? — No. 

13.571. Tho extra 38 per cent, would be absorbed 
in the course of time, but at the outset when you 
had got the extra 38 per cent, of silver on the market 
you would expect a far larger drop in price than 
27J P^i* cent., woud you not?- -Yes. 

13.572. At the outset you would expect a very much 
larger drop in price?- Yes. 

13.573. With the prospect of extra supplies con- 
tinuing for ten years that depression would be likely 
to persist?- Naturally the psychological effect ought 
to be very considerable. 

13.574. I wanted to make that clear. —T mention 

II this would mean a profound change in tho position 
and it could not be effected suddenly ard must take 
time.” The idea of suddenly putting on the market 
70,000,000 ounces is something that is not possible 
to consider. 

13.575. Prices might go clown to anything? — “ The 
more quickly it were applied the wilder would be 
the variations in the price of silver and the effect 
on production.” 

13.576. The Chairman asked you about the 
possibility of the future price of silver. Tt is a 
matter of material interest to India in fixing the 
future ratio of th© rupee to gold. We have been 

r a 
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told that with the rupee at Ik. 4(1., tho molting point 
of silver would ho at about 43d. an ounce, 1 think ? — A 
standard ounce. 

lit,. 'ITT. I think so, and at Is. Od. it would be 48(1. 
a standard ounce. It. has boon represented to ns 
that for the future stability of the currency the 
ratio must Ihi well above tho melting point. I want 
to ask you whether you consider, taking ail possi- 
bilities into consideration, that the price of 43d. 
would he a safe maximum to assume for the future 
price of silver and whether it would leave us with 
a Mifliciontly aide margin ? It in a very low max* 
mum comjiarod to tho rest of Lho world, in this 
country our figure is 122d. at the present time owing 
to the rather ill-advised action of two or three years 
ago. It used to he (iticl. Chinn, Russia, and Japan 
have had very low rates, hut apart from that India’s 
rate is very small compared with the rest of the 
world’s already. OOd. and OOd. was the general run 
of tho basis of coining. 

111.578. You are comparing with the rupee Rritish 
silver coin which is practically small change? - Yes. 

111.579. It is not quite on the same looting as the 
rupee?— No, ours aro much more token coins. 

1.1, 5S0. The policy in India since the mints were 
closed has been to maintain a margin between the 
bullion value and the token value of the rupee hut 
not to have such a large margin as can he maintained 
in the ease of Kiib*idiury coinage in England? Yes. 

13.581. Hut we do require a margin and L 
wanted your views as to whether a Is. 4d. rate, equiva- 
lent to a melting point of 4.‘!d. per standard ounce, 
would provide a safe margin? Well, I cannot imagine 
silver going up lo 4.‘lcl. At tho same time 43d. is 
rather low as a safety margin. I cannot see at 
present any possibility of silver going up to 43d. 
unless this demand for coinage becomes pronounced 
— by the filling up of the Continental vacuum. 

13.582. You have already indicated that that is 
a possibility which has to he considered ? Yes, that 
is a possibility. You know the estimators when they 
estimate the demand for silver and the supply, a« n 
given liy one instance I have given in my paper, 
almost always put the demand at considerably more 
than the supply. 

13.583. The estimates given before the last Currency 
Commission as to tho future prices of silver were 
very far out? -At tho last Currency Commission 
Professors Carpenter and Cullis stated that for a 
very considerable time to como the price of silver 
would not lie less than 4s. to 5s. (hi. per on nee. Yon 
are well above 43d. there. 

13,584. Hut that estimate has been rather falsified 
by events?— Yes. 

13,58.5. There may ho a risk of going too far in 
flic other direef ion — in estimating that silver will 
never rise above 43d. an ounce P It may l>o so. 

13.586. That is possible?' — It may bo. I do not 
know of any subject more ditricult than silver to 
estimate upon. 

13.587. (Sir Henry St rakosch .) Would you 
toll us the main sources of your figures? — Do 
you mean the figures contained in tho table? 

13.588. Yes. In your statement first dealing with 
tho gold and then with silver?- -Tho main sources 
1 think are given on the tables. Tho Indian figures 
are obtained from tho Indian trade returns und 
turned into sterling not at tho cus*«»uary rate, 
hut at the actual exchange rate of the year. Thu 
China figures aro obtained from the Chinese Imperial 
Maritime Customs Reports. The figures for Egypt 
aro obtained -from the usual official sources. For 
tho industrial arts, the figures are from 1890 to 
1913 from tho Bureau of tho United States Mint. 
Since theu tho Bureau has only given incomplete 
fragmentary figures and I have had to estimate 
them myself since then. I use their figures as a basis 
and build up on them. 

13.589. And the output figures P — The output 
figures are nearly always those of the United States 
Mint — practically all. Where you get very much 
earlier figures you have to refer to Soetboer. 


13.590. These figures nro official figures as one 
might call them. They are not of your own 
computation?' No, except this that for the period 

it is rather remote now- of round about 1870 I 
found tho United States Mint figures for gold pro- 
duction wero incomplete, and 1 had in that case to 
check them up and .substitute iny own. That only 
applies to those round about 1870, and does not affect 
the figures in general. The total output of the world 
since 1493 is as given by the United States Mint 
und generally speaking you can say all the gold 
output figures and all tho silver output figures aro 
those of the United States Mint, which is recog- 
nised as the best authority on that subject. They 
compile them as fur as they can from official 
returns, hut sometimes they have to estimate. 

13.591. You told us that the only way of 
augmenting the stock of gold money in the world 
would he either through an increase in production 
or through economy in tho use of gold for both 
monetary and iion-monetnry purposes, and you told 
us that so far as you could see there was no im- 
mediate prospect of am increased gold supply from 
new production, and that any new production would 
not come from alluvial deposits, but from oro 
deposits?— Yes. 

13.592. If a new important gold field were found 
how long do you think it would take before pro- 
duction could bo started ? What l have in mind 
is that in considering the currency question of India 
wo have ill particular to see what tho course of 
events will bo, during, say the next, ten years. 
Supposing that an important new gold field were 
found now, would you expert that the increased 
production would play an important part in the 
supply of gold money during the next ten years? 

No. One can perhaps illustrate it by Canada. In 
tho Porcupine District in Canada they have had 
important new producers. They have exaggerated 
about the way in which tho Canadian gold out- 
put was going up. 'they claim to have mines that 
will heat those of the Hand and so on. If one 
takes the year 1918 the total production of Canada 
not merely of the Porcupine District but of the whole 
of Canada, was 3,000,000 ounces. Seven years later 
it was seven and a half million ounces. That is 
almost an outstanding case of increase in production 
through new discoveries. It took them seven years 
to add four and a half million pounds to the annual 
output. From tho nature of the* case when you get 
away from alluvial sources which sometimos bring in 
a very sudden effect, ami have to deal with lode 
mining as we have to-day. with company mining and 
with working mi a big scale and so on, it takos many, 
many years to develop a mine and to bring it to full 
production. As you know, on the Rand when we open 
out a now mine nowadays it is a matter of seven yeurs 

•between the putting up of the money to develop tho 
property and the winning of the first gold. 

13.593. So tliut wo cannot expect any material in- 
crease in the supply of gold during tho next ten years 
(*ven if a new field wero found?— T think not. 

13.594. Did I understand you to say that you had 
gained the impression that India had over-bought 
gold in recent years? — No, 1924-1925 only — in that 
particular year. 

13.595. How do you come to that conclusion. Is it 
Ixxnuso you arc taking the trude figures and find that 
tho balance avuiluble for import is deficient? — Yos. I 
am speaking subject to correction, but in the year end- 
ing March 1925, India took £50,000,000 of gold. In 
lho following year it was probably £25,000,000, but 
tho trade balance, the amount out of which they 
might buy gold, is far bigger in the second year than 
in the first year. It has gone up considerably. 1 do 
not kuow if anyone here knows the figures, but the 
trade balqyco of India for the year ending March, 
1926 will be much bigger thau for the year ending 
March 1925, yet the amount of gold they take is 
halved, and the silver imports are at about the same 
level. It is largely from that that I assume that the 
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1924-1925 import of gold was exceptional and was due 
to what I call over-stocking, anticipating the demand 
too much, or however you like to put it. 

13,590. You were asked to explain whether gold 
which was brought cut of hoards in Tndin would very 
much change tho conclusions to which you lmvc come 
in this sense. Tf gold came out of tho hoards and 
were to circulate ns money in India, would that in 
any way mitigate tho position which you have 
pictured in your paper ? — If it were to go into cir- 
culation or merely come into use as money? 

13.597. If it came into use as money? — Yon, it. 
would mitigate tho position. 

13.598. But, would it, if gold came into circulation 
in exchange for rupees or notes which arc now cir- 
culating as money? -You moan in circulation in 
India? 

13.599. That is what 1 mean.- 1 do not know that 
[ can judgo of that. I can see your point. You 
mean the amount of money would not he changed ; 
it would simply change its form. 

13.600. Perhaps I had better put it in another way. 
.Supposing that gold came out of hoards and went 
into circulation in India, and functioned as money, 
replacing, as it would have to, other forms of money, 
would that alter your conclusions? Tn other words 
would it have any effect upon commodity prices? — I 
do not think so. 

13,001. It would not. Therefore, if by any chance 
the hoards wore to coino out and were to circulate 
as money, that would not change your picture at all? 
— f do not think so. 

13.602. You were also asked the question why you 
had excluded from the stink of gold money nil gold 
that, had gone into India, is it because, from in- 
formation you have, it did not function as money? 
-.-Yes; and because gold, so far as the outside world 
is concerned, when it goes into India, disappears. 
It disappears as far as the rest of the world is con- 
cerned completely. It has often boon said that we 
dig up gold in South Africa in order that it may be 
buried in Tndia. That is the practical effect of it. 

13.603. Coming to silver, if I understood you 
correctly you said that the prioo of silver is also 
influenced by the general level of commodity prices? 
Would you say that, if the general level of commo- 
dity prices were to fall, the fall duo to the peculiar 
position of the silver market would lie accentuated, 
or, taking the reverse, if commodity prices were to 
rise and there wers special reasons for silver to de- 
preciate, silver would not rise coiumcnsuratcly with 
commodity prices? — Yes. 

13,004. Tf circumstances arose such as have been 
described in the memorandum which you have be- 
fore you, that is if silver had to be sold, and if 
owing to the scarcity of gold, due possibly to a great 
absorption of gold in India for currency purposes, 
commodity prices were to fall, ‘then the two com- 
bined factors, T take it you would say, would knock 
silver to a far lower level than if gold prices re- 
mained stationary? — Yes. 

13,665. Would you agree that if a gold currency 
were introduced in India demanding a substantial 
amount of gold to stock the country with currency, 
and if at the same time silver had to be sold, the 
combined effect would probably lx* disastrous to the 
price of silver? — Yes; you would have them both 
working in the same direction. 

13.606. Then with reference to the quostion 
whether gold continues to he the dominant factor 
in the crention of credit, some witnesses have told 
us that it may not he the dominant- factor. Would 
you agree that so long as the important trading 
countries of tho world are on a gold standard, gold 
is bound to "be the basis of credit in those countries? 
—I cannot imagine anything else. 

18.607. So that the lesser demand might only bo 
brought about by a greater measure of concentra- 
tion of gold within the banking reserves of those 
countries P — Unless you could reduce the demand of 
others. 


13.608. Unless you can reduce the demand in what 
respect? — For industrial arts, or for China. 

13.609. It is well-known that during tho Inst 25 
years a great deal of economy has been effi*cted in 
the use of gold for money purposes. The cheque 
system and the hanking system have been developed. 
Tho system of paying by cheque lias l>oon introduced 
into most countries. That must have had its effect 
upon the movement of prices during the last 23 
years, must it not? — l do not quite follow. The 
development of tho use of cheques moans that less 
gold passes from hand to hand, but it does not neces- 
sarily involve the use of less gold. You must havo 
gold as a bnsis of all that cheque currency. 

13.610. But it reduces the demand for gold as 
currency? — As currency. 

13.611. So that if you substitute a cheque cur- 
rency for a gold currency in circulation, you would 
lie achieving an economy? — Yes. 

13.612. That economy lias been achieved to some 
extent during the last 25 years? Yes. 

13.613. So that if that economy had not taken 
place, your curve would run differently from what 
it does?- Yes. 

13.614. ( Sir Itajendrunnlh Mookerjee.) hi your 
reply to Sir Henry you said that if any gold mines 
were discovered you could not expect any produc- 
tion for ten years. Is that just a guess, or based 
on technical data?-- ! do not say necessarily for ten 
years. I was thinking of the ltund where most of 
the important mines are situated. No new producer 
oil the Band can come into production until a 
matter of five or eight years from the time when 
the property is first exploited, and when tho shaft 
is first sunk. It takes five to eight years to get to 
tho stage of production, and then tho production 
starts on a smaller scale than the full scale intended, 
hi other cases, in cases like Canada, you would have 
matters coming into production more quickly. On 
tho Band out gold, in new mines likely to be worked 
in future, is situated at a very great depth. In 
the case of Canada you may he able, to work from 
the grass mots, as they say— at a very small depth 

hut. you would probably start on only a small 
wale and work gradually up to a bigger scale. 

13.015. It would depend on the nature of the 
mine, having regard to the scientific methods of 
mining employed ? — Yes. 

13.016. Ts that the only reason why you say that 
you would not bo able to get it within ten years? 

-First of all, for it to take place within ton years 
you would have to discover it to-day. Supposing it 
were discovered, not to-day, hut in five years’ time, 
it would hardly affect the ten years’ period. 

13.617. I am not talking of to-day in that sense. 
Tho question, as you put it, is that if India intro- 
duces a gold currency new discoveries would not 
affect the gold production of the world for ten years 
in aid of a possible increased demand owing to 
India’s going to a gold currency. If India goes to 
a gold currency, then it will involve an increased de- 
mand ; hut if there has been a discovery in the menu- 
time of a largo gold field it will operate, according 
to yon, only in ten years’ lime. AVliat I am putting 
to you is that that is all guess-work. You cannot 
conclude that from any arithmetical table or data 
or .anything of the kind it is all guesswork? - Tt is 
based upon a very considerable measure of proba- 
bility. 

13.618. Not on technical facts? In estimating the 
future, of course, one cannot know. Tf you have 
any estimate of the future, put before you, you must 
weigh it and sec whether it is a reasonable estimate. 

T do not pretend that my estimates are mxessari ly 
sacrosanct. 

13.619. In paragraph 29 of your memorandum you 
seem to imply that tho rise* and fall of commodity 
prices is essentially dependent upon the supply of 
gold ? — Yes. 

13.620. Are not there other factors, such as 
famine, good harvests, earthquakes, volume of pro- 
duction, etc., which have something to do with 
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prices? Yes, famines would affect prices, but only 
annually— it would bo only annual variation. I am 
not dealing with the ordinary I rude cycle movements 
or annual variations, but with the trend — the funda- 
mental movement -the long period movement, not 
willi the short movement affecting only u year or 
two. 

13,021. It is not only the price of gold which 
controls tho price of commodities, hut there are 
other factors entering into it? Yes; generally speak- 
ing, producing commodities more economically and 
gradually reducing their prices in that way; but the 
fundamental movement, the trend of those prices, is 
determined, I think, by tho stock of gold money. 

13.622. (Sir Alexander Murray.) In compiling 
these very valuable statistics regarding silver, do 
your figures tako into amount the replenishment from 
Ilie United Stutes market of the Treasury Reserve 
of silver under the Pittman Act? As you ure aware, 
in 1618 they agreed to sell something like 350,000, 000 
dollars, and as a matter of fact sold at least over 

200,000,000 oas. Then they had to replenish their 
reserves?- -Yes; they have done so. 

13.623. When did they finish replenishing these 
reserves? — laist year, T think it was. 

13.624. How does the cessation of that special de- 
mand affect tho position? ]il 1921, 1922 and 1923 
they were coining 50,000,000 to 70,000,000 ozs. 
(gross) a year, and that was largely the Pittman 
silver. 

13.625. I just wondered if you knew whether they 
had actually censed purchasing?. In 1924 they still 
coined 15,000,000 oas. and that was still the Pittman 
silver. I am not quite certain if they have really 
ceased now, hut they stopped purchases I am speak- 
ing subject to correction -1 should say a ycar-and-a- 
half ago. 

13,620. May the cessation of those purchases not 
set free a lot of silvor in future; and may that not 
have a depressing effect on tho market? It is a 
very substantial quantity that they brought- over 

200.000. 000 oas.? — -Yes; for a timo they acquired tho 
whole of 1 ho United States production of 50,000,000 
odd ozs. a year. 

13,627. That must come on to the market- now. 
If you set free Indian silver also, with the additional 
American quantity coming on to the market, that 
is a factor which will help to depress prices. [ do 
not M*e that you make any reference in your state- 
ment to that P— No; I did not think it affected it. 
The figures of coinage which I gave before, excluding 
India and China, shew that the amount of coinage 
in 1921 was 63,000,000 oas., of which it happened 
that the whole of it was due to tho United States. 
The rest of the world balanced. Tho United Kingdom 
turned out 16,000,000 o» ». of bullion; France 

10.000. 000 ozs, of bullion ; and the rest of the world 
made up for what theso two countries turned nut; so 
that- the total of coinage was 63,000,000 ozs., and the 
United States portion of that total was also 

63.000. 000. 

13,62H. You do not specially refer to that in the 
text of your memorandum? -No. 

~T5ji29. You seem to have conveyed to the Chair- 
man, or to some other Member of the Commission, 
that the future demand lor coinage of silver would 
nbsorb a lot of silver, and probably act as a sort of 
set-off against the decline that otherwise might take 
places in prices; hut is it not a fact thah in recent 
years we have had an abnormal demand for the 
coinage of silver to replace those reserves of America? 
—Yes; bill perhaps I might just refer to those figures 
a little Mt further. If you take the year 1922, 
the world (excluding India and China) absorbed 

71.000. 000 ozs. for coinage, of which the United 

62,)00 ,000. ln 1923 the world absorbed 

06.000. 000 ozs., «f which the United States took 

49.000. 000 ozs. Then in 1924 the United States 
largely wont out of the minting business, and the 
world absorbed 90,000,000 ozs., of which th* United 
States absorbed 14,000.000 ozs. So that you see 


although tho United States went down, the world 
went up. 

13.630. Mexico came in then rather freely, did they 
not? — Yes; 10,000,000 ozs. for three years. I think 
they have stopped now, but for three years to 1921 
they had accounted for 10,000, OtK) ozs. yearly. Then 
(Jermany came in. Her many ivas a great factor in 
1924, with 21,000,000 ozs.; ami Russia came in with 

12,000,000 ozs. 

13.631. You think the demand for silver coinage 
in future will act as a sot-off against cessation of tho 
Ainorican demand for silver? — I think so. 

13.632. (Mr. Vrenton.) You have drawn attention 
to what you consider to ho the normal importation 
of gold in 1924 and in 1925 into Tndia; and you 
express tho opinion that from now onwards the 
figures may shew a considerable decrease? — Well, I 
was trying to explain the fact that the imports in this 
current fiscal year were only half those in tho 
previous fiscal year. I do not know whether it will 
continue, hut oven .£25,009,000, which I assume to be 
tho total for tho present fiscal year now ending, seems 
to me a little bit high for Tndia. 

13.633. Pixley’s drew up a little statement before l 
came, comparing the import figures of tho 1st 
January to 1st March, 1925, as against the 1st January 
to 1st March of this year it is a comparison for two 
months. It. is comparing tho first two months of this 
year up to the 1st March as against tho cot respond- 
ing period last year? -Is that for Indian imports? 

13,034. Yes. -But they have not got tho figures. 

13,635. Yes. These are wired. 1st January to 1st 
March, 1925, London to India, £5,000,000; Durban 
to Tndia, £2,607,000, a total of £3,170,000. In addi- 
tion to those, India bought heavily for shipment from 
New York. The amount going into India from tho 
U.H.A. during that quarter of 1925 amounted to 
£10,000,000 sterling; so that that is a total of 
£18,000,000 sterling. The other figures we have got 
1st January to 1st March, 1926, Loudon to India, 
.£1,100,000; Durban to India, £3,500,000; that is only 
£4,600,000. Then they add a footnote : 11 We have 
no figures for the sumo period in 1926 ” — that is from 
America but aro of opinion that- the total ship- 
ment if anything is negligible.”- That hears out 
what 1 said. 


13.636. Exactly.— Have you gob the figures lor the 
current yearP 

13.637. These are for this current year. Do you 

Know for the whole year what they amount to? 
That is only a quarter. 4 

13.638. We could not do that. I am only compar- 
ing them up to date for this year, just to shew the 
progress which is going on now? — I only think that 
your figures added to the previous nine months will 
shew £24,000,000 for the Year. Weil, I have 
estimated £25,000,000. 

13.639. It just confirms your idea? — Yes. 

1 3.640. If it goes on at this ratio, 1926 would shew 
a very, very considerable reduction in Indian im- 
ports P — Yos. fn tho first quarter to March, 1925, 
Ihe importation was quite extraordinary. 

13.641. You stated also with regard to silver on 
your computation of the world’s requiicinonts you 
had included for India for coinage purposes, am I 
correct in assuming, 30,000,000 ozs. per annum?— 
Yos, for coinage. 


i.d,o4i. then if wo take to-day, we have got in 

° Urrcm * Rf®*™* 8 * roughly speaking, 
^cso, ooo, ooo fine ozs. of silver. Even assuming that 
India does not sell any silvor, it is quite obvious 
she does not want to buy any, carrying a big stock 
like 280,000,0(10. Therefore your 30, 000,000 would 
come out of your consumption estimated, would it 
not?~-Possibly, hut during the five years to 1924-25 

the Government of India imported 3,000,000 ozs 

that is nothing— for coinage, but during the previous 
five years she imported 467,000,000 oas. 

13,G43. That was the Pittman silver? — That in- 
cluded the Pittman Bilver, but only part was Pitt- 
man s silver. Apart from Pittman's silver it was 
the biggest amount that India had ever taken. 
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13.644. That iB quite right. — We are in a time 
now when, I take it, rupees are coming in and 
silver is piling up in Government reserves. 

13.645. 260,000,000 fine ounces are in our holding 
now. — But why should not the tide turn again ns 
it lias turned before? 

13.646. Assuming we have got a stock of 
280,000,000 fine ounces, it would hardly be conceiv- 
able to imagine that India would buy for many years 
for coinage purposes, even Assuming that they sell 
none of their silver?--! am only thinking that 
taking the years since 1900, I think in half of those 
years, or noarly half, and sometimes for throe or 
four, years at a stretch, the Government bought no 
silver at all for coinage, but it bought very heavily 
in the intervening periods. 

13.647. That was the war period?— No; oven lie- 
fore the war. I can only imagine the same thing 
happening again. Of course 1 may bo wrong in 
lhat, but T take all that into account. I see in the 
year 1899 the Government imported no silver at nil, 
nor in the year 1902, nor in the years 1908 to 1911. 

13.648. There was no coinage then?— But from 
1903 to 1907 they imported heavily, and it wont up 
to 78,000,000 ounces. 

13.649. That is when our local stock was reduced 
almost below normal? -What happened in the period 
1908 to 1911? Was not silver piled up in that 
period? 

13.660. I have not got the figures for that, hut 
l ho point I was rather striving to arrive at was this. 
Assuming, what is the fact, that we have got 
280,000,000 ounces of fine silver in Tndia to-day, ob- 
viously if we do not sell any of that silver we arc 
not going to buy silver for coinage? — But some of 
it must still he in the reserves, must not it? 

13.651. Yes; hut the necessity for coining further 
rupees is non-existent when you have 280,000,000, 
and you have 80 crores of rupees in the currency 
reserves not being used. That is at the moment. 

13.652. At the moment. Then I say the 30,000,000 
ounces which you liavo estimated as being the con- 
sumption figure as representing India’s requirements 
for coinage, might certainly for many yours come 
out of that. — Possibly. 

13.653 . (Mr. Preston.) f am taking the ten-year 
period — the average of ton years. 

13.654. (Chairman.) Tn reply to Sir Reginald 
Manl, T think you agreed that it is not unreasonable 
to contemplate that there may bo a somewhat bigger 
structure of credit built upon gold in the future 
than in the past. You point out that in thn past 
there has been an economy of gold effected as shown 
by your table?-- Yes. 


13,655. Thai is brought out in reply to Sir Henry 
Strakosch, nevertheless, in spito of that roononiy 
there is this remarkable correspondence between 
your line for gold money and the prico index. What 
T want to he clear about, is whether any weight was 
given to this consideration, ns to the possibility 
of increase of supply of bankers’ money in relation 
to gold, in making your estimate of the increase of 
gold required to keep pace with economy develop- 
ment? For the first period I say that lliaL increase 
was 3-1 per <xjiit., and for the second period 2*9 
per cent. Then from 1907 right, away to the present 
time and onwards 1 have taken 2-7 per cent. I only 
assume a continuance of that rate based on the 
previous rate of drop. ] have not made further 
allowances beyond that. 

13.656. Have you made any allowance for the con- 
tinuance of the drop in the future? Only to that 
extent. I did assume increased economy in the use 
oi gold without considering the jKist-war conditions. 

13.657. You have not thought it necessary to re- 
duce the figure of gold increase below 2*7 per cent, 
in view of this factor?- As I pointul out in my 
statement, I ain looking at this from the pre-war 
point of view. 1 point out that tho changed con- 
dition of gold will introduce a more profound change, 
and Professor Cosscl himself emphasises that point. 
For instance, gold in circulation before the war was 
a very important quantity. To-day it lias practically 
ceased. Gold circulates actually in Mexico. Tt is 
supposed to circulate in the United States, but I 
believe it docs not. All that gold that is going out 
from circulation is a basis for credit. It was not 
a basis for credit before. That mnans an economy. 
Then if you reduce tho backing for bank notes, and 
so on, you lead to a further economy, and you can 
build up a bigger super-structure on the samu founda- 
tion but to what extent I do not know if anyone 
can judge. 

13.658. Tile order of reduction you are dealing 
with is a reduction from 3*1 per cent, to 2-7 per cent. 
uv*r this period, in your table? Y'es. 

13.659. It is not necessary to make an additional 
allowance for Hint. That is the order of reduction 
which one might, perhaps, be inclined to make for 
the future? — The curves would bo of tho same 
character, but they would change tlieir slope. 

13.660. Kxacllyp — Tho prices would. not coino down 
so rapidly. I only show on this chart what the 
position would have been if the war had not occurred, 
and then 1 show what has occurred as a result of 
the war, and tho fuluro lies between those tun 
points - somewhere betw'oen the two points. 

13.661. (Chairman.) 1 think that concludes all we 
Imve to ask, and 1 am very much obliged to yon for 
your labours on our behalf. They ar© very greatly 
to our advantage. 


(The witness withdrew.) 
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The Right lion. Montagu Noiiman, P.C?., D.S.O. (Governor of the Rank of England), and Sir Oiiarlks 

Addis, K.C.M.G., called and examined. 


13.662. (Chairman) Mr. Governor: Yon have 
I icon kind enough to assist us this morning on the 
siihjeel -mnHer of our enquiry. Sir Charles Addis 
coining with you as a member of the Court of the 
Rank of England. Shall I address my questions in 
the first place to you, or to Sir Charles? (Mr. 
Montagu Norman) It might suit our arrangements 
liesfc if those earlier questions* of which you sent us 
notice some time ago were answered bv Sir Charles, 
if he would he willing to do so; and your subsequent 
questions, if that he your pleasure-, T will attempt 
to answer because they arrived after Sir Charles bad 
'eft London. 

13.663. You know liest which you would prefer to 
answer. — We will divide them between Tweedledum 
and Tweedlcdee. 

1 .'1,004. In the first, place, I should like to direct 
your attention to the plan for the establishment in 
India of the gold standard with gold coins as an 
internal medium of exchange, for the reduction of 
the status of the silver rupee to that of a token of 
limitod tender, and for the sale of silver, according 
to the plan which is set out in the memorandum en- 
titled: “ Proposed seheme for a gold standard for 
India,” which 1 think has been put before- you. 
First, in connection with the proposals relating to 
gold, assuming that those proposals involve the 
absorption by India of about £103,000,000 of gold 
(in addition to normal requirements for the arts, 
hoards, etc.) of which it is assumed £1/1,000, 000 
would bo required at the outset, an additional 
£3/5, 000, (tOO within a year, and the remainder within 
ten years; let me ask you what would be the effect 
of these proposals, in your opinion, in the first place, 
on the supplies of credit and rates of interest in 
Great Britain . — (Sir Charles Addis) Gold is the basis 
of credit, and therefore, other things remaining the 
same, the withdrawal of gold from the base would 
involve a proportionate reduction in the super- 
structure of credit.. The diminution in the supply 
of credit, in its turn, would involve a rise in its 
price — that is, in the rato of interest. 

13,605. That is tho qualitative nature of the effect. 
Can you go any further and give any opinion as to 
the quantitative nature of the effect of such a scheme 
upon the supply of credit and rates of interest P -T 
think not, except to observe that, since the reserves 
are held in this country the effect would first be felt 
here, and would he proportionately increased quan- 
titatively, even though the ultimate reserve might 
prove to be the gold in the United States. But 
further than that, as to the actual increase in the 
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rate, I do not think it is possible to give- a reasoned 
reply. 

13,066. 1 will return to that in connection with a 
later question which may, perhaps, give an easier 
method of approach. The next question 1 put to you 
with some diffidence. Can you express any opinion 
as to what would be tho effect of these proposals on 
the position and policy of Lhe Hank of England? — 
The position of tho Bank would, of course, he altered 
by the export of gold and its reduced reserve. The 
currency would he contracted by the withdrawal of 
notes from circulation, and further, a matter which 
I think is of importance, tho proposed amalga- 
mation of the notes of the Bank of England and of 
tho Treasury might have to he indefinitely postponed 
by the reduction of the gold backing to the combined 
issues. Then as regards' the policy of lhe Bank, that 
would lie deflected by tho necessity of replenishing 
tho reserve by attracting gold from abroid. The 
proper instrument for that purpose is the Bank rate, 
which would have to be raised sufficiently to provoke 
an inflow of gold. 

13.667. With regard to the circumstances you 
mentioned of the possibility or necessity for post- 
ponement of the amalgamation of the Treasury note 
and Bank note issue, what would tho effect of that Ik* 
upon the general stability of the currency system 
and prices? Would it he adverse or beneficial ? — 1 
think it would ho adverse- because it would leave 
indeterminate the policy of this country with regard 
to the point at which the general price level is to lie 
fixod. Jt is the conti nuance of this period of un- 
certainty which, in the circumstances of both this 
country and of India, it is so desirable to shorten so 
far as it is possible. Anything which would prolong 
the uncertainty with regard to the future courso of 
prices, would in my judgment, he disadvantageous to 
both countries. 

13.668. The next question is rather widening the 
survey. What would be the effect of these proposals 
on the position and policy of the Central Banks of 
those European countries which have put the gold, 
or gold exchange, standard into operation?— The 
difficulties of both classes of Central Banks, those 
which have put the gold standard or the gold 
exchange standard into operation, and those which 
are only aiming At doing so, would be 'greatly 
increased, as regards the first, in maintaining the 
standard, and as regards the second, in achieving 
it, owing to the enhanced value of gold which wouM 
arise from the diminution of supply. Their policy 
in both cases would be directed towards strengthening 
the position by raising their rate of interest, by 
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attracting credit to their own markets, and, 
probably, by borrowing abroad. 

13,060. Supplementary to those answers, would you 
desire to add anything generally as to the effort of 
the proposals on the maintenance and restoration of 
the gold standard in European countries?— I should 
be afraid that the maintenance and restoration of 
the gold standard might be impaired in those 
countries by a resort to temporary inflation as an 
alternative to making a diminished demand for gold 
effective by a reduction in the price level of com- 
modities. 

13.670. One may just perhaps take the two rather 
conveniently together. As you point out to us, there 
must he the alternative of reduction of gold prices 
or inflation of credit. — I can only say generally that 
the effort of increased absorption of gold by India 
will, if other things remain the same, tend to reduce 
the gold prices of the world, and to lower both the 
cost of living and the money wages of European 
countries in relation to those in America. This 
would he the effect of the curtailment in the supply 
of credit referred to in your question. Tn Tndia, 
the increase of gold imports would tend conversely, 
to raise the cost of living, and, in the long run, to 
raise money wages. 

13.671. You have pointed out to us now what, m 
your opinion, would ho the effect of the proposals on 
the Central Banks’ policy, on world gold prices, on 
tho post of living, and on wages, on the one hand, 
in Europe and in America, and on the other hand, 
what you rather indicate as the converse effects in 
India. If I may pass on from that, I would ask 
you next, if European countries, and countries over- 
seas whose financial systems aro closely tied to Euro- 
pean countries should, as a measure of protection of 
their gold reserves, curtail the supply of credit, what 
would ho the financial and economic effect ot siicii 
action ? That is putting the same matter from a 
different view point..-— Tho financial effect on Europe 
and allied countries overseas of curtailing credit 
would he a rise in the rate of interest. Tlio 
economic as distinguished from the financial effect, 
would he to incrcaso the cost of production, to re- 
strict the volume of international trade, and to 
increase the real burden of foreign indebtedness. 

13.672. I wonder if you would amplify that last 
particular just to make it quite clear how an In- 
crease in the burden of foreign indebtedness would 
ho effected ? — The contraction of credit would, I 
assume, result in a lowering of general prices, gold 
would appreciate in value, and pro tan to inevoaso 
the real burden of the national indebtedness. 

13.673. Such being the general effects, our parti- 
cular concern, of course, is to consider how this 
would react upon the interests of the Indian com- 
munity. Let me therefore ask you next what would 
he tho reaction on India of the consequences which 
you have described in reply to the previous question? 
— T think tho reaction on India of a curtailment of 
supply of credit in Europe would he relatively slight. 
Her imports would cost her more, but against that 
India has a very considerable surplus of exports, 
and tho demand for a considerable proportion of 
those, such as jute, which amounts to a quasi mono- 
poly, is inelastic. Theso considerations point to a 
diminution of the effect in other instances, India’s 
position being peculiar in so far as she exports a 
number of commodities which do not readily respond 
to a fall in prices elsewhere, 

13.674. Looking at tho consequences which you 
have suggested of a general fall in gold prices, what 
would ho the reaction in Tndia, as one unit in the 
world system, of such a general fall ? — That is 
assuming that absorption took place more rapidly ? 

13,676. No ; I am just following your last answer. 
I am not continuing with the questions before you, 
hut I am just following out your last answer 
Very well. 


13,676. Assuming a general fall in gold proves 
as a result of this fresh demand for gold, what would 
he the reaction upon hid in as one unit in the world’s 
trade system of such a general full in gold prices ? 
Would it bo adverse or beneficial ? A fall in gold 
prices would on balance be, I believe, unfavourable 
to India, Iml. as indicated in my previous answer, 

I think the effect would be mitigated, as compared 
with oilier countries, by India's favourable balance 
of payments, and the advantage she enjoys in tin* 
quasi-inonopnlistie nature of some of her exports. 

13.077. She would escape the adverse effects in re- 
port of her monopoly exports ? — Yes. 

13.078. But she would feel them in respect of her 
exports which are competitive. Then assuming that 
tho absorption by India of the £103,000,000 sterling 
of additional gold is not spread over a period of ten 
vi ir. hut takes place more rapidly, what, difference 
would this eircuiustanee make to the consequences 
which you have described in reply to previous 
questions ? The effect would he to intensify the 
difficulties and to exaggerate the measures employed 
to counteract them, and this in a proportion even 
greater than tho intensified demand for gold inighL 
at first, sight, suggest. I do not know that l have 
made myself clear ? The more you intensify I he 
demand for gold the more you get a geometrical 
rather than an arithmetical increase in the. diffi- 
culties that arise, and, consequently, in the counter- 
acting measures that require to he adopted. 

13,670. I think that convoys your meaning very 
clearly. Can you express any opinion whether, 
under (he scheme in question- flint is llm actual 
scheme the absorption of an additional £1113,000,000 
sterling of gold could in fact he spread over a period 
nf ten years as proposed, or whether it might not 
have to he. at the present lime supplied more 
rapidly?--! think tho answer should ho in the affir- 
mative. I say that although I have been long away 
fiom Tndia ; hut so far as I have been able to follow 
her monetary policy, tho attempts made from time to 
time to introduce gold into circulation do not seem 
tn have been successful. one occasion in which I 
was directly interested- that is in 1 f>l 7 and lffl* 

~T remember we were surprised at the time how 
small the amounts were. Therefore, I should think 
that tho demand is not likely, if wo may judge by 
past experience, to he very sudden and abrupt, and 
that the absorption might he spread over a period 
such as you have described. 

13,686. Elucidating your reply, let mo mention 
vhe particular circumstance that under the scheme 
one would have dealt a sharp blow to the stains 
of tho silver rupee by proposing to limit its right tn 
legal tender ; do you think that that might have 
any influence in accelerating the demand for the 
conversion of the rupee into gold ? — The assump- 
tion now is that you have abolished the legal tender 
of the silver rupee ? 

13.681. You have announced that ib is to he abol- 
ished? — Within a short or a distant time? 

13.682. Tho scheme provides that it should cease to 
fie legal tender in ten years ?- Yes. 

13.683. But you have signed the death warrant of 
the rupee ns legal lender. What in your opinion 
would bo tho effect of that circumstance in the possi- 
ble acceleration for tho demand for the conversion ot 
the silver rupee into gold?— I have no doubt that it 
would accelerate it. T am in very grave doubt as to 
wlmt the pace of acceleration would he. On such a 
point I doubt if my opinion is worth much. My old 
experience showed how intensely I he Indians were 
wedded to tho use or silver, and lmw extremely suited 
it was to the nature of tho payments commonly made 
by tho people. TTow far T.hat has been changed of 
late F have no means of knowing; hut T should think 
on general grounds that the old love of silver would 
be likely to persist. It would be a grave mistake, in 
my opinion, to argue, from the effects of a change or 
legAl tender in other countries, that they would he 
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similar in tho case of go conservative a country as 
India. 

13,684. My next question is really consequential 
upon your previous replies, but just let me ask this to 
mako the matter quito clear. Assuming that the 
£103,000,000 sterling of additional gold required for 
fndia might bo substantially increased — and that is 
making an assumption which you have not made in 
your previous reply — by the withdrawal of more gold 
into active circulation than is allowed for in the esti- 
mates of the seliomo (not that it might be more 
rapidly withdrawn, hut that the actual amount might 
exoeed £103,000,000 sterling), what difference would 
this circumstance make to the consequences which you 
have just, described Y — The difference would lie in the 
degree of difficulty experienced in putting the 
measure into operation by acquiring the additional 
gold, in the various measures taken by other people 
to protect their storks of gold, and the consequent 
effects such as the contraction of credit, to which that 
won hi give rise. 

13,086. Jn proportion the greater the amount the 
greater the difficulty? — Yes; it would intensify it 
pro lanlo. 

13,080. The next is a general question to which you 
may or may not fool yourself able to give a reply. 
Can you express any opinion as to the desirability of 
the proposals of the scheme relating to gold, in rela- 
tion to the interests of India, and particularly in 
view of the cost to India of providing u gold currency 
by the means proposed? — In my view the use of gold 
as a circulating medium for Tndia would 1)0 of little 
benefit to the people . It docs not appear to have any 
economic justification. Such arguments as I have 
hoard used in its favour would appear to he based on 
some notion of national prestige, on the belief, in my 
judgment an ill-founded belief, that the gold standard 
is in itself n sign of an advanced state of civilisation. 
Hold in circluation would not support exchange. Our 
experience in the past has demonstrated that in any 
crisis in Tndia or at any time when want of confi- 
dence has been specially shewn, instead of currency 
coining out to support exchange, the people have been 
disposed to hold on to what they have and to try and 
obtain more of it. Any gold that did get into circu- 
lation would he at the expense of the gold in the 
gold standard and paper currency reserves. Jn 
fact, there would ho rather less than more gold avail- 
able to restore tho exchanges in the event of a crisis 
or general lack of confidence. T cannot speak about 
the cost. I have seen some estimates, hut it is diffi- 
cult for an outsider to give an opinion as to their 
accuracy. Hut India would, of course, lose the profit 
on the coinage of rupees, which would have taken 
place if gold had not been substituted. 

13.687. That is loss of future profits?? -Yes, a loss 
of future profits. Where the circulation of gold has 
lieen previously tried, it alwaj's seems to have been 
at the expense of the notes. I do not believe it would 
do much to affect the undoubted economic evil of 
hoarding. The fact is the only romedy in any 
country, I believe, for gold hoarding is increased 
education and, as an ancillary measure, increased 
facilities for banking. Until these are supplied, I 
do not think an extended gold circulation would offer 
any security or any utility corresponding to the waste 
involved in the substitution of a very costly for a 
comparatively cheap form of currency. In the nor- 
mal position of Tndia, experience seems to confirm 
that the most suitable form of currency for all inter- 
nal purposes is, and I think must continue to be, 
rupoes and notes. For the discharge of external 
obligations, what is required is not gold in circulation, 
hut gold in reserve as a means of effectively convert- 
ing the infernal currency on demand into an export- 
able surplus. Those are the general grounds on 
which I am opposed to the gold currency scheme. 

13.688. Turning from that topic, in connection with 
the question of gold currency, a doubt has been ex- 
pressed regarding the real intention of the Currency 


authorities in the United Kingdom concerning the 
ultimate policy in the matter of reverting to the 
pre-war practice of free convertibility of tho British 
note into gold coin. Can you tell us what your 
opinion is about this : as to whether the idea of hav- 
ing gold currency in Knglaml has been practically 
abandoned or not?— May I ask the Governor to 
answer that? 

J 3,681). Certainly. In connection with the question 
of gold currency, Mr. Governor, a doubt has been 
expressed regarding the intentions, so far as they 
can lie judged, of the Currency authorities of the 
United Kingdom with reference to the ultimate 
policy of reverting to the pre-war practice of free 
convertibility of the British note into gold coin. Will 
you be able to express an opinion as to whether the 
idea of reverting to gold currency in the matter of 
convertibility of tho note may be said to have been 
practically abandoned or not?- -(Mr. Mon to a u 
y orman.) That is circulation of coin? 

13.690. Convertibility of note into gold coin circu- 
lation? — Well, speaking for myself, 1 hope that the 
time may arrivo, both in this country and in Tndia. 
when circulation of gold coin may again lie resumed. 
So far as this country is concerned, I think it is very 
remote. I rather suspect that so far as India is con- 
cerned, it is equally remote T do not expect to see 
it in this country myself. 

13.691. You mean in your life-time? — 1 mean in my 
life-time; bub I like to cherish the hope that it will 
come hack again, and will he a sign of that prosperity 
which 1 trust we may reach again. Hut with what 
financially Sir Charles has said I ngreo entirely, and 
that is, thnt what wc need ul the present time— all 
of us in all countries — is our gold in reserve and not 
in circulation. T think Sir Charles did indicate that. 

13.692. As regards British policy, you faintly trust 
to the larger hope? — T intend to work for that end, 
but I do not expect to see it in my time. 

13.693. Would you oxpeet to see it in this country, 
so long as there was any possibility that the restora- 
tion of tho right of convertibility o[ notes into gold 
might result in any substantial demand for gold? 
Yes, I should. 

13.694. What period would you contemplate in 
which it would be possible to resume the convertibility 
of notes into gold in this country, and under what 
conditions?— Well, this is dreaming, is not it? We 
are dreaming now. 

13.695. If we are only dealing with dreams, 1 think 
it is hardly worth whiloto pursue it. further? — That 
is really it; hut I think tho time will only come when 
our international position becomes so strong, and our 
cxchungo rules so high and so satisfactory to this 
country, that gold will come in greater amounts than 
we need, into tho Hank reserves; and wo shall then 
he glad to use part of that redundant gold for circu- 
lation. 

18.696. On unother general question can you assist . 
tho Commission with any evidence as to the probable 
future relation between the world’s demand for gold* 
and its supply, assuming that Indian conditions re- 
main unchanged? — (Sir Charles Addis.) As regards 
tho supply of gold, J have no special knowledge, hut 
L have seen the figures supplied by Mr. Kitchin and 
others. The outlook, apart from new discoveries and 
new scientific methods of mining, appears to be for 
a general decline in the production of gold. As re- 
gards demand, I think there will be an increased 
competition for gold as a backing for the note issues 
of a reconstructed Europe. Against that there must 
ho set certain economies in the use of gold — possibly 
a chunge in the monetary habits of the people. The 
co-opcration of the Central Banks of Europe^ which 
has already begun, may be developed in such a way 
as to effect considerable economies in the interna- 
tional use of gold. These considerations may he 
taken as a set-off against the decreased production of 
gold, and the increased demand. But of course, those 
economies are in my view less certain than the in- 
crease in demand and the decrease in supply, and 
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there is no means of making even an approximate 
estimate of their quantitative value. My statement is 
merely un indication of the opposing tendencies likely 
to he at work in the future. 

1*1,097. Following upon that, I would ask you u 
question which you specially and peculiarly uro 
untitled to answer. Assuming under this outlined 
scheme which we have been considering u blow to the 
silver market resulting in a reduced status ami value 
of silver, in your opinion what effect if any, would 
that have in promoting a demand for gold in China 
in replacement of silver as a store of value and a 
moans of circulation? — For a long time — for more 
than a generation -the Chinese have boon profoundly 
concerned with the instability of silver as a basis of 
credit and as a store of value. Their fears have been 
increased by their isolation. China is now the only 
great silver using country left. She is surrounded by 
a circle of countries all of which are cither on the 
gold standard or the gold exchange standard. The 
Chinese also feel strongly, although i think wrongly, 
that in some way or other national prestige is mixed 
up with this question. Thoy would like very much, 
and liuve for a long time been anxious, to find some 
means of adopting gold or some form of gold exchange 
standard ns the basis of their currency. 1 believe 
flic change would have been made but for the 
expense. The catastrophic fall in the price of 
silver in terms of gold which might take place on the 
hare announcement that the world's production of 
silver for two or three years was to be for sale, would 
tend to stimulate tbe movement in favour of a 
change of currency in China. They would do their 
liest to devise means for securing the amount or gold 
sufficient to serve as a basis for instituting some form 
of gold exchange standard. That would in turn in- 
crease the effect already produced on silver by the 
Indian announcement, both by a reduction in demand 
for China and, to some extent, by an increased supply 
of silver drawn from hoards. 

13.698. One more question on the gold market, 
which is a question rather more in detail. Can you 
give an estimate of the uiinual increment to the stock 
of gold for monetury purposes which is needed to 
keep pace with Lho economic progress of (a) Groat 
Britain, and (b) the rest of tho world P — ] have no 
special knowledge on this subject. 1 have always 
accepted, what .1 think is generally accepted, that the 
increase required is about 3 per cent, per annum. I 
think it is Mr. Kitchin’s estimate. Mr. Montagu 
Norman: And Professor Cussel’s, too. ( Sir Charles 
Addis ) His is 3 per cent, also I think. 

13.699. Can you express any opinion as to how 
many years it will take for the stock of gold for 
monetary purposes now held by tho United States of 
America, and at present regarded as redundant, to be 
absorbed in this manner? — I should say from what J 
have seen in the Press generally, that the extent of 
the period is probably very much exaggerated, and 
that there is also gross exaggeration in the amount 
•which it is supposed America could prudently afford 
to lose. You probably have the figures for last year. 
’There was a surplus of exports of gold amounting, I 
think, to 150,000,000 dollars. You huvo those figures, 
Sir Henry, I suppose. 

13.700. Sir Henry Strakosch : I have not got the 
figures. (Mr. Montagu Norman.) I think it was 
over 200,000,000 dollars. (Sir Charles Addis) Tliut 
would strengthen the argument. Say it was from 
150,000,000 to 200,000,000 dollars. At that rate it 
would not bo long before the total was reduced by 
half. In my opinion I give it to you for what it is 
worth — it is doubtful if America could afford to part 
with much more. On that hypothesis tho answer to 
your question would be ten years. 

13.701. (Chairman.) Taking into account the sur- 
plus of exports and the internal absorption of gold ? — 
Yes. 

13.702. We now turn to the proposals of the scheme 
under consideration relating to silver. Can you assist 
the Commission with ally evidence as to the probable 


future relation between the world's demand lor silver 
and its supply, assuming Indian conditions to remain 
unchanged? — Tho world production of silver has been 
curiously unequal of late years owing to the war. 
During the last three years it looks and I do not 
think one can say more than that as il it had 
reached its peak, as if wo might, look loiward now to 
a gradual decline in production. Failing the dis- 
covery of new mines of silver or ut copper or ot lead, 
of which silver is an important hy-produi l, the supply 
of silver in future is more likely to diminish than to 
increase. On the other bund, 1 think that the in- 
creasing use of notes not only in Europe hut in the 
Fur East, und the resort to nickel and the baser 
metals as an alloy for subsidiary coinage, point, to a 
diminution in the demand for silver in In tu re. 1 
think I ought to add to that a piece, oi informal ion 
which I only got this morning. Jt is reported by the 
Vice-President of the Bank of China Mr. Chang 
Ivia-ngau, that up to throe years ago the mints in 
China wore coining ubout 000 millions of dollars, sii) 
about £6,000,000 of silver, per annum. If that state- 
ment is correct it would imply that the uso of silver 
by China is greater than is generally supposed. Mr. 
Preston, who has spocial knowledge of that point, 
might perhaps be able to give an opinion. For myself 
I was very much struck with the magnitude of the 
amount. 

13.703. I gather from your reply as regards the 
demand for silver for monetary purposes, that you 
expect to see rather a decreaso in demand because ol 
the use of other metals for subsidiary coinage, than 
any increase in the subsequent demand? — With the 
possible exception of China. 

13.704. With reference to the actual proposals 
before us, assuming that the proposals involve the 
sale over a period of 10 years of an amount of silver 
equal to about three times the present annual world’s 
production, wliat in your opinion would he tho effect 
of that on tho silver market?— J cannot give u 
quantitative answer to that question, qualitatively it 
would he catastrophic. 

13.705. Then what effect would the proposals have 
on the markets in copper and other base metals i'- 
ll is estimated by the United States Mint Muster, 
flint of tho total production of silver about 30 per 
cent, is produced from the precious mofal ores and 
about 70 per cent, from the base metal ores. Some 
copper mines, it is said, are only kept going by the 
sale of extracted silver. The effect, therefore, upon 
the market in copper and other base metals would he 
to lower the production and raise the prices of those 
metals until the domand and supply were equated at 
a new composite price level, copper rising and silver 
falling; where the new point of price equilibrium 
would come to rest, I do not know and have no means 
of estimating. It used to he said, and to some extent 
calculations were based on the alleged tact, that silver 
could bo produced at a cost of roughly GO gold cents 
an ounce. 1 presume that the coat is higher now and 
that tho mines on tho margin would bo the sooner 
thrown out of action. Those considerations would 
lead one to believe tliut the fall in silver would bo 
severe, and that it would lie accompanied by a rise in 
the price of copper and other base metals, hut one 
cannot say how much. 

13,706. There is another branch of tho matter on 
which your experience will help, und that is, what 
effect would a fall in the price of silver have upon its 
volume of production in view of the intimate connec- 
tion between the production of silver and certain base 
metals? — Copper and lead mines above the margin 
would perforce go on producing silver. They could 
not help themselves. It is to be assumed that the 
growing demand for electrical copper would raise the 
price of copper and counteract to some extent the 
reduction in silver supply from copper mines formerly 
below the margin. What we must look for therefore, 
would be a great decrease in the production of silver 
from the silver mines and a comparatively reduced 
production from the copper and lead mines. 
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J3, 707. That is thaL the diminution in the produo- 
lion will nffcrt the .soim-tvs of only nlioiit 30 per cent, 
of the supply ? — Yes, so far as the direct supply from 
silver mines is concerned. 

13,708. If the fall hus tho cffe<*l of curtailing pro- 
duction would it he reasonable to suppose that a fall 
in the price of silver to 24d. will so contract pioduc- 
t-ion as to stabilize the price of silver at about that 
level, and permit of the absorption of, say, 20 crores 
of rupees annually P — I would not like to hazard a 
guess at the price. 

13,700. The general effect, of your reply is to point 
out that owing to Lhc special circumstances of the 
production of silver the volume of production is not 
likely to bo as sensitive to a diminution of price us 
it would in the case of an ordinary commodity? — Yes; 
you have fo consider it as a composite product. 

13.710. In what respect would British interests he 
affected by the silver sales in question ami their 
consequences P — I should like to say, in reply to that, 
question, that tho only great country left with a silver 
standard is China. It is true that relatively to tho 
volume of British international trade, the trade with 
China may seem to he relatively unimportant.. But it 
is the greatest, perhaps the only great, undeveloped 
country left lor the expansion of British industry. 
The immediate effect of t lie announcement that the 
Indian (Government contemplated the sale of a large 
quantity of silver would he to throw out of gear the 
exchanges with China and, for n time, to paralyze 
trade with that country. There would he a 
tremendous disturbance of internal prices in China, 
a great shock to public confidence and, l should fear, 
unwise and panicky attempts to get out of the 
difficulty by resort to what, in present circumstances, 
would, 1 think, he unsuitable to Chinn, namely a gold 
exchange standard. All those things would react 
upon this country very seriously. [ think that one 
alNn has to hear in mind the interaction between gold 
and silver prices. There is u reaction upon gold 
prices when an extreme fall or rise takes place in the 
value of silver, which is none the less serious because 
it is indirect and not very apparent on the surface. 
The consequential changes in prices generally, and in 
trade conditions, wdiich would he produced, the 
disturbance to the world’s economic peace and con- 
fidence, the interference with the long established 
social habits of the people of India in the use of silver, 
the shock to the reliance of a great country like China 
upon silver as a medium of currency and a common 
store of value, could not fail to have important effects 
upon the gold prices of countries in Europe, and 
indeed in America. 

13.711. We understand from your reply that the 
principal British interest involved is the stability of 
Chinese trade, and it is the fact that silver sales would 
be adverse to that which lends me to my next, 
question; having regard to the desirability of British 
co operation in the carrying through of the plan-- 
for instaneo, in the matter of providing credits -how, 
in your opinion, would it viewed by the financial 
authorities in Croat Britain? -Might I suggest that 
perhaps Mr. Norman would reply to that? 

13.712. Certainly. It is a question on which he 
may or nmy not he in a position to express an 
opinion? — 1 think, if answered, it ought to he 
uncovered by the Governor. 

13.713. Very wellP — {Mr. Montuon Norman.) I 
think it is very difficult to answer that, question unless 
wo are at liberty to take a survey of the whole of these 
proposals after you have come to the end of those 
specific questions. 

13.714. If you please. We will reserve that and 
possibly I will ask you a general question on the sub- 
ject after we have considered it more in detail? — If 
possible. 

13.715. Referring to another aspect of the proposals 
which are now under consideration may I ask what 
difference would the imposition of a duty on the 
importation of silver into India make to the conse- 


quences which you have described in reply to the 
previous quostions ? — (Sir Charles Addis.) The 
tendency w'ould he to increase the demand for gold as 
a substitute. 

13.716. To increase the demand for gold where? — 
In India. 

13.717. Would an import duty in Jndiu have the 
effect of preventing any of tho catastrophic conse- 
quences to tho silver market to which you have 
referred?- No. 1 do not think «o. (Mr. Montayu 
Norman.) No. 

13.718. Would it be effective to maintain the value 
of tho silver held in India ? — (Sir Charles Addis.) No, 
it would not maintain tho value, although to some 
extent it might mitigate the devaluation of silver. 1 
think the effect of u moderate import duty would be 
comparatively slight. 

13.719. The average annual importation of Bilver 
into India for use in the arts, as ornaments, ami all 
purposes other than coinage, for the last five years 
was 81,060,000 ounces. Assuming that the effect of 
the proposals under consideration, with or without 
the imposition of an import, duty, would be substanti- 
ally to reduce the importation of silver into India for 
purposes other than coinugo, what difference would 
that circumstance make to the consequences which 
you have already described? — It would lead to an 
increased demand for gold as a substitute for silver 
which hus been excluded. 

13.720. Can you express any opinion us to tho 
desirability of the proposals of the scheme relating 
to silver, in relation to the interests of India, and 
in particular the circumstance that silver is a 
favourite store of value among the poorer classes 
there? — It would immediately and heavily reduce 
the gold value of the native hoards of silver whioh 
ure very large. There would also be a danger, under 
the scheme, of the silver rupee circulating at a dis- 
count or a premium side by side with another form 
of currency. Even if as a token coin its legal 
tender were reduced to 50 rupees, as 1 think is 
suggested, that does not mean that it might not 
become so scarce as to eominund a premium in the 
market or so redundant os to fall to u discount. 
Either of those eventualities would be prejudicial to 
the external exchanges. The dethronement of 
silver might be resented as an arbiiary inter- 
ference with the secular social habits of the people. 
At the best the proposed scheme would be a risky 
and even dangerous experiment. It seems to me 
to labour under the inherent defect of implying 
(which 1 do not accept at all) that, if you reduce, 
or indeed if you abolish altogether, the use of the 
rupee as legal tender, you abolish its social use. 
After all people do choose the forms of currency 
with which they elect to make their daily payments. 
Even if your legal tender is reduced to 50 rupees 
that is still a considerable amount for a people 
where the annual income used to be estimated at 
£2 a head ; it is probably not much more than double 
that now. For a person with an income of 5 rupees 
n moil 111, 50 rupees afford considerable scope for 
making payments. 1 do not believe the use of the 
silver rupco will be abolished by the scheme pro- 
posed. It docs not lie within Hie competence of a 
government, merely by legislative action, to pre- 
vent a part of the currency circulating at a pre- 
mium or at a discount. That is determined by the 
people’s choice. Hie Indian people have placed 
their trust from time immemorial in silver as their 
medium of exchange and as their store of value. 
If tho scheme should be successful in undermining 
that confidence, who may say what the consequences 
may bo? Responsibility for the consequences is one 
which I do not believe any banker would willingly 
assume, I should doubt if it were wise for any 
Government to do so. On these grounds generally 
T think that the scheme is unwise and that it pre- 
sents grave disadvantages which to my mind quite 
outweigh its supposed advantages, even allowing, 
which I doubt, that the advantages such as bringing 
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money out of the hoards and ho oh, would Ik' 
realised. 

13.721. Assuming Hint the Government of India 
requires to raise credits in order to bridge the 
period between the introduction of a gold currency 
and the realisation of the silver which you would 
replace, which credits might amount to 
160,000,000 dollars in New York and £23,000,000 in 
London, what considerations, arising either out of 
Ihe nature of the scheme or from external circum- 
stances, would militate for or against the proposal 
by the Government of India to obtain such credits 
in London P — I should like to suggest, if 1 may, that 
as the Governor is to speak generally upon these 
questions after 1 have finished, it might lie con-, 
veuient to allow the next three questions to remain 
over for his consideration. 

13.722. If you please? — That is to say, the ques- 
tions regarding credits in Loudon and in New York, 
thu difficulties of borrowing at these centres, and 
the cost of the credits. These are questions pecu- 
liarly within his authority. 

13.723. Then 1 will reserve those to the end, it 
that is convenient P IF you please. 

13.724. 1 had in mind to ask you something on 
the following lines, viz: — it has heen suggested that 
l lie conversion of silver hoards into gold, ami the 
introduction of a gold currency, will ultimately lead 
to a reduction of Judin’s demand for gold for non- 
curreucy purposes. But you have already dealt with 
that in reply to otlier questions, so I need not 
1 rouble you with further questions on that subject, 
i now come to another topic, and that is the ques- 
tion of the stabilisation of the rupee and the rale 
of stabilisation of the rupee, it is relevant to the 
enquiry of the Commission to consider whether the 
times are ripe for a stabilisation of the rupee at a 
lixed rate in relation to gold or sterling. Do you 
consider that there is any factor in the world 
financial situation which would make it prudent to 
postpone any such measure of stabilisation such as 
the fixation of the ratio? — I see no reason ol 
urgency for making the change now. We have to 
weigh the advantage of putting an end to the 
present uncertainty with the risks involved in n 
premature decision. In my view, it would bo better 
to wait until further progress has been made in 
the stabilisation of European currencies, and uutil 
the reconstruction of the economic life of Europe 
permits of some sqrt of reasonable estimate being 
taken of the future course of world prices. There 
are still some indeterminate factors which may 
materially affect the course of prices in the future. 
Apart from the fact that Italian, French, and* 
Belgian currencies cannot yet be said to be stabilised, 
you have also to remomber that wheu that has heen 
accomplished it muy not be long before the bunking 
resolutions approved by the Bowel's at the Genoa 
Conference come into play. A deliberate and con- 
certed attempt will then be made by the Central 
Banks of Europe to prevent undue fluctuations in 
the future value of gold. That soeins to me a con- 
sideration of very great importance. It would 1>e 
very unfortunate if, by any premature action, you 
were to stabilise Indian excliungc at a rate which, 
while it maintained external prices, may leave in- 
ternal prices, so to speak, stranded and isolated 
from the rest of the world owing to subsequent 
changes arising from the causes to which I have 
referred, and particularly from the joint action 
which may be taken by the banks under the terms 
of the Genoa resolutions. 

13.725. Supplementary to that, what is there, in 
your opinion, which differentiates the case of India 
from the case of other countries which have deemed 
it prudent already to stabilise their currencies in 
relation to gold? — If I understand your question 
aright, it amounts to this. If it is wise for France 
to stabilise now, why should India wait? Is that 
UP 


13,72(>. Yes; if France, or Italy, nr Great Britain, 
or any other country can do it? — 1 think the general 1 
answer to that is the close association of India with 
this country. Jf, as is contemplated, Furopc is to 
become, as regards prices, an economic unit, it would 
-In* putting the cart before the hoist? if India were 
to stabilise prices and then expect other prices to 
approximate to hers. The suggestion is that in view 
of Lhc relative area of the market of India, on the 
one hand, ami of Europe on the other, it would 
be more in the interests ot India to determine her 
internal prices with some relation to stable world 
prices, rather than to risk the attempt to determine 
her prices beforehand. 1 do not know whether I 
have succeeded in making my meaning clear? 

13.727. 1 am not sure that I follow it. It is sug- 
gested in my reply that it is hotter to wait. 

13.728. 1 follow that.— And that llierc is to he 
a concert of European Central Hanks to reduce the 
prices of European countries to a common denomina- 
tor, and that there is a danger, if India were lo 
stabilise her exchange first, that her internal prices 
might he left out of relation to the European price 
unit, and that it would he a safer policy to pursue 
if India were to wait until the European unit was 
lixed, than to go through the painful process .sub- 
sequently of adjusting her internal priws to 
accommodate them to what world prices might then 
Ik?. 

13,72‘d. Do you foresee any marked change in the 
prices of the European unit at any future period? 

Ill gold prices? 

13.730. Yes. — T have no considered opinion oil that 
subject. 

13.731. That would he the most relevant considera- 
tion in your argument, would it. not ?- -My argument, 
is based entirely upon the prudence of not miming 
the ri.sk of a change in future gold prcie.s, unless 
them is some very strong and urgent consideration 
to do so. 

13.732. Supposing vour tentative conclusion were 
accepted- -that it might he more prudent to wait- 
wlial, in the meanwhile, should he the policy and 
the ucl ion of the Indian currency authority as 
regards the exchange? I think the policy should 
ho as far as possible to mitigate the seasonal fluctua- 
tions of exchange, but as regards the more permanent 
movements, so fur as those can he ascertained, 
exchange should be allowed to take its course. 

13.733. It one is to eliminate Unci nations, that 
postulates that one 1ms accepted some mean, does 
it. not? It implies the adoption of some mean which, 
while it remains steady so far as seasonal causes 
are at work, is indeterminate as regards permanent 
or quasi-permanent economic effects; that is to suy, 
the* mean should he altered from lime to time if it 
is found that trade is pcrimiiicutl} tending in that 
direction. 

13.734. Do you see any disadvantage to the pros- 
perity of Indian trade in there being uncertainty as 
to wlmt the mean was to he from year to year?-- 
Certainty is always to he preferred to uncertainty. 
I only suggest that the certainty may lie purchased 
at too high a price. 11 the internal prices are, hy 
moans of it. thrown out of relation u'ith the prices 
of the world, you might have, if tho point, at- which 
you fix your exchange wtro too high, internal prices 
in India so low as to lie adverse to the largo 
mass of producers; conversely, if your ixchunge 
mean were ton low, you might have prices in India, 
from the point of view of the consumer, unduly high ; 
that is say, relatively high to the rest of the world. 
Both these arc evils to be avoidod. 

13.735. You prefer to express no opinion as to 
whether or not there may lie any marked change 
in gold prices in the European unit? Weighing one 
disadvantage against tho other— that is, the possi- 
bility of a disruption of Indian internal prices 
against a fluctuating rate of exchange which do you 
think is the greater?- -T should wait if I were the 
Government of India; but I do not feel very strongly 
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about it. 1 do not doubt that if they wished to fix 
the rate nl the' present quotation, they could do it. 
T admit that if, for instance, they fixed tho rate at 
Is. 8d., probably no great harm would ensue. Rut 
I. also think that with prudence and caution there 
would be no great harm in waiting a little longer. 
I do not put it higher than that. You might be 
right in doing it now, but you would have a hotter 
prospect of bring right if you waited some time 
longer. (Mr. Montagu Norman.) May 1 say a word 
or two on this mutter ? I have had redations with 
various parts of Europe, some of which I have wished 
to stabilise their exchange ns soon as they can get 
their internal and external prices, and all tho rest 
of it, adjusted. Therefore, while theoretically I 
agree entirely with Kir Charles as I do right 
through — practically [ should find it difficult to givo 
different advice from what 1 have given in respect 
of all these countries, namely, that when they can see 
tho occasion they should stabilise. I do not think 
that is very different from what Kir Charles has said. 
(Sir Charles Addis.) J do not differ from that. When 
the occasion is opportune they should stabilise. 
(Mr. Montagu Norman.) I interposed simply because 
J have said so many tilings to various Europeans 
about stabilisation that, it would not bo honest for 
me not to say the same hore. 

13.736. Would you like to express any opinion on 
the particular case of India, as to the foreseeable 
factors in the future situation which would make 
it prudent to wait, such as those which Kir Charles 
lias described? (Mr. Montagu Norman.) T recognise 
those factors. I believe theoretically they are per- 
fectly true and correct. 1 am certain in my own 
mind that if I hod to decide between .stabilisation 
at what appeared to he a reasonable level and wait- 
ing to see wlint. was going to happen, 1 should 
stabilise; and that is the advice I should give to 
*very country. I do not think Kir Charles will 
disagree with that. (Sir Charles Addis.) No. 

13.737. One more detailed question on this point 
No. 18, in regard to the rate at which the rupee 
should ho stabilised. Tt has been suggested that a 
rate lower than the existing rate will reduce the 
total demand for gold in connection with tho intro- 
duction of a gold standard in India. What weight, 
if any, should be attached to this suggestion f~-(Nir 
I'harles Addis.) T suppose the argument is that the 
price of gold in terms of rupees would bo increased, 
and that, since the nativo thinks in rupees, should 
reduce the effective demand. There is that tendency, 
but there are other factors at work which suggest 
that it would be unwise to attach unduo weight to 
this consideration, unless the ratio fixed were suli- 
stnntinHy lower than at present. 

13.738. Lastly, on another topic, in regard to the 
remittance operations of the Government of India, a 
question lias * arisen as to whether thoy should be 
conducted as hitherto by the ti mo-honoured system of 
sales of council bills in London, or by means of the 
purchase of sterling hills from exchange llifnks and 
firms in India, as lias been done since 1923; and it 
lias been suggested in favour of the older system that 
it gives greater facilities to the various foreign 
nations trading with Trnliu, owing to London being 
the most central market. What importance do you 
attach to this from the practical point of view? — I 
attach very little importance to it. Jn tny view the 
facilities presented to foreigners by the older system 
are of minor importance. The determining factor in 
selecting one system rathor than another for remit- 
tance operations by the Government is the compara- 
tive cost to the Government itself, and this can only 
lie tested hy experience. It should, in my judgment, 
he the determining factor, without regard to the in- 
terests of foreigners. (Mr. Montagu Norman .) May 
I add a word oil that point? I am a looker-on on 
this operation, but I have also had some slight 
experience with regard to remittances to other parts 
of the world. I believe that the advantage to the 
purchaser lies immensely in having his hands free 


to buy in the market as and where he wishes and 
when and how lie wishes. Therefore 1 think the 
advantage to the purchaser in this case is in the 
' method which has lately been adopted and which is 
now in use. I would not, if T had to advise you, 
abandon the possibility of having tenders, but I do 
believe that, by and large, the purchaser— the 
Government of India — will do far bettor to make 
his purchases, as of late huB been done, and not to 
revert regularly to the tender system. 

13,739. On grounds of greater freedom? — On 
grounds of greater freedom, and I may almost say 
on grounds of greater secrocy, which J believe is 
necessary in many exchange operations. 

# 13,740. Wo have left over some questions, but pos- 
sibly you muy prefer to have an opportunity in the 
first place of dealing with the matter rather more at 
large, or shall 1 put to you specific questions? — (Mr. 
Montagu Norman.) Perhaps you will allow me to 
try to start. 1 have not anything written out, except 
a few notes which I made while Kir Charles, was 
speaking. No doubt you will put to me questions 
on any matter which I forget to mention. I am not 
going to attempt to look at this from the internal 
view of India. 1 wish to look at it internationally 
for the moment, because no one thing has impressed 
itself more on my mind during the last few yoars 
than that wc are all becoming knit one with another, 
and that whatever one country does affects all other 
countries. Therefore whatever one country proposes 
may he judged by the effects it is likely to have on 
the other countries to a large extent. Now these 
proposals, as I understand them, first of all deal a 
deadly blow at silver. From my point of viow it is 
impossible to consider the gold proposals in this con- 
nection apart from the silver proposals. T therefore 
have to look upon it that gold is to be enthroned 
mid silver is to bo dethroned. The price of silver 
has to suffer accordingly. The price of gold may or 
may not suffer accordingly. With gold it is not so 
much a question of price as a question of available 
supplies. Tn order to carry out this operation it is 
therefore neceraiify, sooner or later, to borrow or to 
acquire one hundred odd millions sterling of gold, 
and to dispose of six hundred million ounces of silver. 

1 take those figures from these papers. Tn point of 
fact, a great deal of that must he done hy borrowing, 
at any rate temporarily. These are the credits which 
are spoken of. Now, who are the lenders, or the 
possible lenders, at this moment in the world? There 
are only two — the United States** and Great Hritain. 
Which countries at the present time can enjoy, or do, 
in fuct, enjoy, a gold circulation, and have enough 
gold to use it for that somewhat uneconomic pur- 
pose? There is, in fact, only one, and that is the 
United States. Now, what are we to do, therefore? 
it will be necessary, so far as this country is con- 
cerned, to do our best, if the tiling is to go through, 
to advance whatever sums inay ho nooessary in the 
way of credits or otherwise for India to acquire this 
amount or gold. But obviously this is not the sort 
of amount- which London can find alone. Moreover/ 
it is my belief that once these decisions were taken, 1 
silver would he thrown out and gold would be 
anxiously acquired in India. The dethroning and 
the enthroning would take place quickly, in my belieL 
Therefore, when it conics to borrowing this money, I 
think we have to look to the United Stajbes; and 1 
must remind you there that in $rder that this coun- 
try, Great Britain, might return with safety, not to 
nn enhanced standard, as is proposed for India, but 
to the old standard which was enjoyed here before 
the war, it was neoessary for this country during the 
transition stage to enjoy not only the credit but also 
the goodwill of the United States. Therefore we 
must consider the position of the United States along 
with that of Great Britain, and we must consider the 
two together as regards silver as well as gold. Wc 
must remember, further, that the three jgreat silver- 
producing ami working countries are Canada, Mexico 
and the United States, and the whole centres in the 
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United States. Silver in the United States is not 
only a by-product, os Sir Charles was saying, to 
copper, tin, zinc, lead, and so forth, and is in that 
capacity oxtremoly important and valuable, but it 
is also a product per se, and carries with it as large 
a political backing, I should think, os any question 
in the United States. Therefore I do not believe 
you can touch silver in tho United States without 
at once raising, not only a financial or cconomio 
question, but a political question. 1 think tho 
position would therefore be extremely difficult. Now, 
what would happen? I believe it would bo impossible 
for those roasons — for tho silvor reason — to borrow 
or to open such credits in the United States for the 
purpose of carrying out this operation. If that were 
so it would naturally make a difficult position for 
us hero ns to what policy we wero to pursue, and it 
would lie very likoly — by “it” I mean the raising of 
theso credits for Indian uso for this particular opera- 
tion — to raise awkward questions between us hero and 
our friends in America, if not between the adminis- 
tration there and tho Government here. Whether it 
would do tho latter I do not know ; but that it would 
raise a difficult position lie tween our friends of tho 
Kcservo Bank there and tho Hank of England here, 
I am very certain and that with every wish in tho 
world to uccommodate and to do what we can to holp. 
The other point on which l should like to say a 
word is this. Europe and other countries, all of 
whom suffered to a greater or less extent during the 
war, are now gradually trying to climb hack, not only 
to stability, but first of all to a gold exchange 
standard, and then eventually to a gold standard. 
They are all trying to do that by a method which I 
bnliovq to bo fundamentally sound — and to bo recom- 
mended to any others wlio are considering this ques- 
tion. That is, first of all to adopt a gold exchange 
standard with littlo or no gold, and then to look to it 
over the years to replace gradually the gold exchange, 
the valuta security, by gold security. That is pro- 
ceeding now in several countries in Europo and in 
several countries outside Kuropo— -or is going to pro- 
ceod. It requires for its fulfilment that there should 
he a certain amount of, ns it were, surplus gold each 
year, and the pace with which this plan has been 
carried out during the last year or two- tho only 
period during which it has been proceeding -has 
necessarily been somewhat retarded by tho fact that 
there lias been little surplus gold available. The 
reason why there has hpen little gold available on tho 
whole is that of tho supplies of fresh gold the greater 
part have gone to India. Therefore, already, on this 
basis, tho stabilisation of Europo, and to some extent 
including this country — hut the stabilisation of 
Europe, a very important thing for all of us and not 
alone for India — is dependent on having over a series 
of years a certain supply of gold by which those 
various countries can gradually substitute gold for 
valuta^ gradually, possibly, transfer gold exchange 
standard into gold standard to tho extent of having 
their noto circulation covered more and moro by 
gold and less and less by valuta; nevor going back, 
as I expect, absolutely to a gold circulation, but 
Nevertheless, over tho years, each ono gradually get- 
ting a higher proportion of gold against their note 
issue. That, I bolifcvo, is the way in which Europo, 
nnd countries beyond Europe, may eventually solve 
the questions of stability, of security of Note issues, 
of prices, and of co-operation one with another — all 
moving . forward together. Many countries are 
developing in that direction. No ono oountry, I 
thiqjc, has the power to run ahead to any great 
extent of the others. I believe the advantage of the 
many, as well as the advantage of each one, is that 
this progress should be gradual and united. These 
are the general views I would like to put before you. 
Tlw>y point to the extreme difficulty, if not to the 
impossibility, Qf carrying through tho proposals which 
nave boon put before this fiody— for reasons which I 
have tried to point out. They are proposals which 
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I think are very inadvisablo from the. point of view 
of tho progress which the world is making towards 
stability at the present timo. 

13,741. I take it that the picturo which you have 
painted for us is this: Tf all the principal countries 
keep in step in tho march towards a sufficiency of 
gold reserves to attain tho object of internal con- 
vertibility of Notes for gold, then they may all hope 
to arrivo at that point at some future period ; but 
if one principal country upsots, as it were, the apple- 
cart, then nobody will get thcro; at any rate, tho 
period will bo indefinitely postponed. That is a true 
impression to be gained from your reply? — That is a 
jxwfectly true impression, except that 1 alluded to 
tho difficulty, if not impossibility, of obtaining the 
assistance which is necessary for this one particular 
country to make this particular move now. 

13,712. In your general dealing with the matter 
which you havo so kindly given us, I think you have 
really replied to the particular questions which 1 
had reserved to myself to ask you, and I do not 
think I can with any advantage put them to you 
now in detail. Tt would only bo a matter of repeat- 
ing in substance what you havo already told us. — I 
am anxious to answer any questions you may put to 
me. 

13.743. For instance, if I were to ask, would a 
proposal by the Government of India to obtain such 
credits in London for tho purposo of currying out the 
scheme referred to (for putting gold into circulation 
in India, concurrently with tho sale of silvor) be 
likely to encounter any such difficulties ns would make 
it uudcsirublo to coutcinplate that step, you have 
already given us the answer? — T think the difficulties 
would be extreme. 

13.744. Or again, assuming that tho credit of £23 
million would not bo required for a longer period than 
five years, wlint would bo the cost to India of embark- 
ing on such u credit scheme: (1) if the credit is not 
required to ho actually drawn on; (2) if tho credit is 
only partially drawn on, in the first place you toll 
us iL would 1)0 very difficult to find such credits. I 
do not know whether you would be prepared to 
express any opinion ns to the cost?— No, I could not 
express an opinion as to that, but f say that it would 
Iks extremely difficult, tho credit being connected, ns 
is must lie nt this timo, with the silver proposals 
before you. 

13.745. ( Chirman .) I have some questions which I 
should like to ask you, if I may, about the constitu- 
tion of a Central Bank, but perhaps at this point, 
on this first topic, 1 might ask you to deal with any 
supplementary questions which some of my colleagues 
may like to ask. 

13.746. (Mr. Preston.) If I were to say that with 

regard to the proposition which you have been deal- 
ing with — tho written ono— -thero is nnothor body of 
opinion in India— a large and an iinluciitial body 
which lias a totally different opinion ns to what ought 
really to happen in India with regard to tho currency 
system, a body of opinion which perhaps i might call 
at this moment an inarticulate body in so far as thero 
nro no representations of what their ideas uro before 
you, hut if 1 wore to assure you that tliose ideas are 
totally different from thoso which Imvo been repre- 
sented to you in tbut written document, would that 
cause you some sense of comfort? — I do not think I 
quite catch your point. You say there is a groat 
body of opinion in India 

13.747. Other than that which is represented by 
that document and whoso views uro other than thoso 
represented in that document, but which is a very' 
influential body, would that cause j*ju somo feeling 
of comfort? — I should like to have your question more 
definitely put. You mean that this body of opinion 
of which you speak docs not favour gi Id circulation? 

13.748. That is rather a detail of the whole. This 
body of which I speak does not favour the programme 
as written and as represented to you and as has been 
dealt with this morning.— What is it you aro asking 
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me, Mr. Preston, because I do not think I know 
exactly? 

13.749. May I on largo it. There is another 
body which considers the older system which 
used to be in force in India as having rendered 
a great servioe to the country. They recognise that 
it had a weakness, but they attribute that weakness 
not to any fault of the system but mther to mis- 
management of the system; and in expressing thoir 
opinions now ns to what should be done with regard 
to a future currency system they desire to have 
brought into force in India what they term an im- 
provement on the old system, which would really mean 
that what we should have would bo a simple gold 
standard; thut is, n free inflow of gold and u free out- 
flow of gold but that, as regards Ihe question of 
currency, that should not bo attempted until some 
more remote date, when a sufficiency ot gold could he 
accumulated without disturbing world pricos. Would 
that meet with your approval? — l should be very 
glad to hear that anybody agreed with me. It is 
always comforting. 

13.750. Is that following your line of thought? — 
What 1 have said applies to this particular scheme. 
1 havo not elaborated any particular alternative 
scheme. 

13.751. I thought it only right that 1 should stato 
that there is another school of ihought not repre- 
sented in that scheme, and to ascertain your opinion 

as to that other school of thought What i did not 

approve of was the question of a gold circulation. 
That is the point of this scheme. Any scheme, short 
of that, which might bo altered or amended in years 
to come but which at the present time allowed pcoplo 
to acquire gold as they acquired any other commodity, 
I should think would bo satisfactory. 

13.752. That is to say, a simple gold standard? — T 
do not know what a simple gold standard is. 

13.753. A free and unrestricted inflow of gold into 
India which we had — And have now. 

13.754. Yes,- and a free and unrestricted outflow 
of gold which in old days wus optional. What we 
merely desire now is to compel an obligation on tho 
part of the authorities. — I prefer the option. 

13.755. You still prefer the option ? — I think so. 

1*3,756. That is for tho export? — What 1 under- 
stand is that it is a market in which gold is a free 
commodity, is not that what you are speaking of? 

13.757. Under the old system what happened was 
that the gold went in at the upper gold point. What 
is asked for now is that is shall be an obligation on 
the part of the currency authority to allow gold to go 
out when exchange reaches the export gold point — 
which, I think, really represents tho views which you 
have expressed this morning? — Yes, I fhink it does, 
but it is only fair to say this: 1 nave been addressing 
myself to a particular scheme. 1 fiuvo not endeav- 
oured to supply any alternative. 

13.758. Quite so. — Hut I should be disposed, after 
listening to you now, to think that a market in which 
gold as a commodity was free to tome and go, and it 
does at the present time, would be a satisfactory 
basis on which to continue, at any rate for a time. 
{Sir Charles Addis.) May I interpose a question? 
Does Mr. Preston mean that the silver rupee should 
be convertible into gold or not? 

13.759. For export purposes, to maintain exchange 
—not for internal purposes.— Could anyono go to the 
Government and demahd sovereigns? Could anyone 
present rupee notes or silver rupees to the Govern- 
ment of India and demand on equivalent quantity of 
gold without limit? 

13.760. For export only, or for gold funds. — That 
is your proposal? 

13,760a. Yes, in maintenance of the exchange. — 
J Mr. Montagu Norman) : You differentiate between 
gold for export and gold for valuta. 

13.761. Not for internal purposes — not at present? 

— Do you insist that there should he 

13.762. Actual gold or gold funds? — Or valuta. 

13.763. Yes.— Then I agree with you. 


13.764. Now with regard to the silver position, Sir 
Charles has said that the scheme as suggested is 
unwise and unjustified, and you yourself have told 
us that you consider it a deadly blow to silver. Will 
you allow me to present the Indiun silver position 
to you in a very few words? — I was speaking inter- 
nationally, of course. 

13.765. Quite so. According to bhe evidence which 
has come before us, the total amount of s’lvor in circu- 
lation amounts to about 250 crores of rupees. Taking 
tho population in India as 320,000,000, and only 
allowing tho very low figure of 6 tupees per head 
for circulation it would practically mean that we 
would be reduced to an item of 80 crores of rupees. 
Those 80 crores oxist to-day in the Government 
Treasury chest. According to further evidence 
which wo have received, it is estimated that a fair 
reserve fur India’s purposes to-day is about 40 crores. 
Accepting that, that would leave us with 40 crores 
still to deal with in the currency reserve. We have 
further evidence that the annual (consumption is 
round about 9 crores per annum? — Consumption? 

13.766. Annual absorption, if the annual ab- 
sorption is 9 crores and we have 40 crores left, we 
would only then huve in sight a live years’ resorve 
before tho Indian aurthoritios would have to be con- 
templating further purchases of silver. If the position 
is such as 1 have presented it to you, would that 
strengthen you in the views which you havo expressed 
— Hint tho proposed action to be taken is most un- 
justifiable? — l do not understand what you have 
said, Mr. Preston. I think 1 would have to write 
tho figures down before I could understand them. 

1.3,767. May I go over them again, if I dm nut 
tiring you? — Allow me to say this: 1 was addressing 
myself to the external position. It ; s from that 
point of view that there would ho 600 million ounces 
potentially for sale, and 100 million sterling poten- 
tially to bo borrowed. You are telling me the in- 
ternal position, are you not? 

13.768. Yes. (Sir Charles Addis.) Is your point that 
tho amount of silver which would have to bo sold 
— available for sale — is greater or less than indica- 
ted in the figures? 

13.769. Very much less — so much less that tho posi- 
tion really does not justify evon the consideration of 
a sale of silver. Will you let ine go over the figures 
again? — (Mr. Montagu Norman.) Your point is that 
tho figures on which I have based tho answers which I 
have given to tho Chairman are entirely wrong. 

13.770. (Mr. Preston.) I think they are from a 
wrong angle entirely. 

13.771. (Chairman.) Mr. Preston, would you put 
it in this way so ns to enable the Governor to answer? 
Would you ask him whether he could express any 
opinion on the point that tho Indian position in 
respect to silver is such as to make it prudent or justi- 
fiable to contemplate the solos of silver which are 
proposed in this scheme? 

13.772. (Mr. Preston.) Certainly. 

13.773. (Chairman.) The point is whether you aro 
able to express an opinion as to whether the Indian 
position ns regards silver, including in particular tho 
demand for silver rupees and the normal increase 
of currency, is such us to mako it prudent or justi- 
fiable to contemplate at tho present time such sales 
of silver as those ivhich nro proposed in this scheme? — 
I have no idea about it. 

13.774. (Mr. Preston.) May I go over these figures 
again and try to make them clear as representing 
what really appears to bo, according to tho evidence 
wo have had, the position in India to-day. First 
of all the total outstanding rupees in circulation are 
estimated to be 250 crores. If we allow 6 rupees per 
head of the population for circulation that would 
tako away 190 crores. The balance then left is to be 
practically found in the reserves in the currency chest 
to-day, which amounts to nearly 80 crores. We have 
that in our currency reserve— 80 crons of rupees. 
Wo have had it in evidence that the working reset ves 
in India should be 40 crores of rupees. Tfie deduction 
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of 40 from tho 80 leaves us with 40 crores. We have 
• also hod it in evidence that tho absorption of rupees 
is 9 crores of rupees per annum. With a redundancy 
of only 40 crores and with an average annual absorp- 
tion of 9 crores, that does not moan five years’ re- 
quirements — (Sir Charles Addis.) Have you taken 
account of the silver in hoards, which might be with- 
drawn P 

13,775. That could not come out. Tharo are no 
mints. You could not coin your rupees. That would 
not affect tho question. Wo are looking ut what is the 
actual silver in circulation? — You supposo everything 
remains as it is? 

13,770. Yes. — Then I agree. That is quite apart 
from the scheme, is it nut? 

13.777. Yes, quito apart from tho scheme.- My only 
criticism would be that if the scheme is not adopted, 
then an amount of 40 crores in your rosorvo would not 
bo sufficient. lint those hypothetical questions aro 
quite apart from the proposed scheme. 

13.778. (Mr. Freston.) Yes, they are entirely apart 
from what you have been dealing with. 

13.779. (Chairman.) Mr. Preston is really putting 
a continuation of the existing stuto of affairs. 

13.780. (Sir Alexander Murray .) Sir Charles 
Addis, in your evidonco you have said that unless 
there was any great urgency you did not see any 
necessity for iixing a ratio of exchange, but is it not 
a fact that tho 2s. ratio which is now on the Statute 
book is preventing the free ill-flow and out-flow of gold 
for tho purpose of inflation and deflation of currency? 
Is it not desirable that that 2s. ratio should be removed 
as quickly as possible? — (Sir Charles Addis.) That is on 
the assumption that a gold currency is desirable. Your 
argument is that tho 2s. ratio on the Statute book is 
preventing tho freo in-flow of gold for currency pur- 
poses. 

13.781. Yes — just as in pre-war days when you 
brought in a sovereign and tendcrod it you got 
rupees or notes against it. is not the fact that wo 
have not got a workablo rate of exchange to-day, the 
same as we had in pre-war days, a factor which ought 
to bo taken into account in suggesting that we should 
coutinue going on as wo are? — Not unless you rely 
upon the advantage of gold as currency — >ui advan- 
tage which 1 do not admit. As I understand it at 
present, there is nothing whatever to prevent the 
free inflow of gold at the current rates of exchange. 

13.782. As a commodity? — And its purchase in the 
market. Tho only difference is that in your sup- 
position it would be sold by the Government. is 
there any real difference? What difference does it 
make if 1, as a native, can go into the market and 
purchase so much gold from a bullion merchant ut the 
rate of Is. 6d., or if I am ablo to go to the Mint 
ifnd do so. 

13.783. It is the difference between what the con- 
ditions are now and what they were in pro-wai days — 
1 submit that the difference is of uo practical impor- 
tance. 

13.784. Therefore it is immaterial it your opinion 
whether tho 2s. ratio should remain r.n tho Statute 
Book or not? — It is not desirable that it should re- 
main a moment longer than is necessary, but it would 
be very undesirable to remove it prematurity and at 
tho cost of too great a sacrifice. 

13.785. « As regards the question of internal prices, 
I wonder what greater relation of internal prioes to 
each other a a between the different countries is re- 
quired than what is the cose at present. 1 have in 
my hand the index numbers of wholesale prices in 
India and in foreign countries, compiled by the 
Labour Office in Bombay. Will you take a note of 
these, Sir Charles? I will take the figures for Octobor- 
November of last year. They show tho index 
number of wholesale prices at 158 in Bombay; at 159 
in China: at 165 in the United Kingdom; at 155 m 
the Netherlands; at 148 in Sweden ; at 157 in Canada 
and at 168 in the United States, itoes not that point 
to a suitable time for stabilising Indian exchange in 


relation to the other gold standard countries? Tt 

does, if you aro satisfied that tho prices in the other 
countries have reached tho point of equilibrium. It 
is that which I doubted, and tho reasons 1 gave for 
doubting it were in the first place that aoino of tho 
principal countries have not yet decided at what rate 
they are going to stabilise their exchanges. 

13,780. I am giving you countries which have stab- 
ilised, namely, the Uni tod Stutes; Canada, which is 
practically on a gold standard ; Sweden, which is on a 
gold standard, Norway, which is on a gold standard ; 
and tho Netherlands, which is on a gold standard. I 
have given you all those countries. Their prices boar 
a strict relation to the Indian prices. Do not they 
point to this being a suitahlo time for stabilising 
Indian internal prices in relation to the prices ruling 
in other gold standard countries?- I think, with 
submission, you have not quite got tho point of tho 
argument. The argument is that those countries are 
prepared to meet in concert, within a reasonable time, 
under the resolutions passed at tho general con- 
ference, for the purpose of stabilising the pricos of 
Kurupo. To a certain extent these may bo deter- 
mined, or at least may bo affected by tlfo rates at 
which the countries, which liuvo not yet stabilised, fix 
their exchanges — Italy, Franco nncl Belgium; I leave 
Russia out of account for the moment, important 
though she is. The argument merely amounted to 
this -that it would probably lie more prudent to wait 
until that point had been decided before fixing the 
relation of your Indian prices. It does not go further 
than that. If you think thut those prices are stab- 
ilised already, and that they nro not likely to he 
affected, then, so far, my argument would he weak- 
ened. I am not prepared to say that i think they 
will be altered; 1 say there is a risk of it. Unless 
there nro very strong compensating advantages, I see 
no great advantage in running that risk, i do not 
put it higher than that. 

13.787. I assume that at this Conference you pro- 
pose huving India represented? — Yes. 

13.788. Is there any reason to helievo that the 
prices will vary greatly even if Belgium, Italy and 
France aro brought into this Coil fo.-e lice, and they 
stabilise round about where prices are just now? 
Would tho prices bo any different in the gold standard 
countries? — T do not quite catch your question. 

13.789. Supposing you have tho Conference this 
year, and supposing you tell Belgium to stabilise at 
120, and she could do it; and supposing you tell 
France to stabilise round about 140; is it likely that 
that is going to vary prices very much in the gold 
standard countries from what thoy ure at the present 

tiino ? A good deal will depend on the wisdom with 

which it is done. 

13.790. But in tho majority of these countries it 
is already done. Only one or two eountrios are left 
to do it. Yon suggest that India, because these one 
or two countries havo not come in, must still stay out? 

X think perhaps the difference between us is one of 

degree. If you say that Italy, France, Belgium and 
Russia are of no great account, then no doubt my 
argument is a weak one. If you think thoy are of 
some importance 

13.791. Do these particular countries count more 
in the eyes of India than the countries who havo 
already got on to the gold standard, ftiri with whose 
internal prices she is moro or less in relation now? — 
That would bo determined a good deal l*y a considera- 
tion as to how far the trade is European and how far 

it is American. . T ,« , 

13.792. You may take it from me that India s 
trade is largely with tho countries who havo already 
stabilised. If so, will you admit that it would be 
advisable that India should stabilise as early oa 
possible ? — I have never denied that she should 
stabilise ns early as possible. My contention is that 
she should wait for the proper moment to do so. 
Tho difference between us seems to bo as to whether 
that proper moment has arrived or not. There is a 
good deal to be said for both sides, but I think the 

Q2 
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balance hangs rather on the side of waiting. Obvi- 
ously in your opinion the balanco weighs tho other 
way. 

13.793. I am not venturing to make any sug- 
gestion.— 1 infer from your questions that you are 
of the opinion that it is not necessary to wait, and 
it is from that, that I differ. 

13.794. I gather from whaL Mr. Montagu Norman 
said that the ultimate aim of all the countries is to 
got back to a gold standard. (Mr. Montagu 
Norman.) Yes. 

13,796. India in pre-war days was on tho gold 
exchange standard, and India now thinks, rightly 
or wrongly, that sho can go back on to a gold stan- 
dard ? — Are you speaking of a gold circulation when 
you say “a gold standard” ? 

13.796. I was using your very words. — When I 
was talking about tho object of this Memorandum, 
it was a gold circulation. When I was talking ahout 
my discussions with various European countries and 
others, 1 intended by ” n gold standard ” to imply 
that tho security behind their nolo issues would 
gradually change from bills of exchango and valuta 
to gold. 

13.797. India could have a gold standard the same 
as you have at the moment, without having gold 
currency actually in circulation? — In Tndia? 

13.798. Yes. — That is to say, that the security 
for your note issue might be considerably in gold? 

13.799. Yes. — That 1 should hope would happen. 

13.800. In view of the fact that the Central banks 
of Europe since tho war have increased their gold 
reserves by nearly 200 millions, and that the hanks 
in tho United Slates of America have increased 
theirs by many more millions, is it not a natural de- 
sire on tho part of Tndia to increase her gold stan- 
dard reserves in gold instead of in securities ? — 
1 did not understand that was the question before 
me. I understood the question before me was 
whether India should have a gold circulation, and 
you put a further question. 

13.801. The position is complicated, if I may say 
so, by the fact that you have had a particular 
scheme in front of you. In dealing with that par- 
ticular scheme you said in your evidence that tho 
ultimate aim of all the countries was to get off the 
gold exchange standard and get on to tho gold 
standard as soon as pojublo Over a series id 
years. 

13.802. Then you explained vdiat you meant by 
a gold standard —namely, that there should be gold 
as a backing to the notes instead of securities. 1 
say that, having scon during recent years nearly 
200 millions increase in the gold reserves in Europe, 
and probably 500 or 600 millions increaso in the 
reserves of tho United States of America, is it not 
a natural desire on the part of India that somn 
scheme should be devised whereby India should hold 
gold in reserve also ? — Other than the scheme which 
I have had beforo mo ? 

13.803. Yes. — I should like very much to see — 

though I have not considered it — a gradual re- 
placement of securities by gold behind the circu- 
lation. Does that answer your question ? 

13.804. It does. { Sir Charles Addis.) I think 

it is a natural desire, but I do not think it 

is a wise one. I do not myself see that securities 

held in this country aro, in view of the purpose for 
which they are required, a less advantageous security 
for India than the metal itself. (Mr. Montapu 
Norman.) I think it is a natural desire. I think 
it is rather the movement of the day. Everybody 
is doing it, and we must recogniso it as such, and 
for my own part I do. 

13.805. As a matter of fact, while it is the present 
desire of the Continental Central banks to have gold 
chiefly in reserve as backing, did not Holland quite 
recently And it was getting so much gold that it 
tried to put it into circulation again, and did not 
Switzerland find the same thing P— Not Switzerland. 


Holland is in a peculiar position, and I think may 
be classed more with tho United States than any 
other country in the world. My recollection is that 
last autumn Holland became very rich owing to a 
certain commodity which she received from the Far 
East, and she at that time got so much gold in 
payment that she did not know what to do with 
part of it, and there was a tendency for some of it 
to go into circulation — a very small amount ; it did 
not amount to anything, and it was purely experi- 
mental, T think. 

13.806. Is there very much difference between 

Holland getting paid for her commodities, to which 
you refer, in gold, and desiring to put it into 

currency, and India getting paid for her commo- 
dities in gold, and also desiring to put it into 

currency ? — Yes, I think there is a groat deal of 

difference, if I may say so. Holland was, as it were, 
sitting quiet and receiving this amount, mainly on 
Java account probable, and was not at all anxious 
to put gold into circulation. She adopted purely 
a passive attitude acting on behalf of her Far 
Eastern friends. Thoro was no question of silver or 
oi borrowing. She was paying off everything she 
could. That is where tho great difference between 
India and Holland seems to me to lie in this respect. 
In order to carry this operation through India would 
need to borrow X millions of gold, and to dispose of 
X ounces of silver, and for that purpose she would 
require the co-operation of certainly two countries — 
tho United States and Great Britain. 

13.807. I agree, hut if some scheme could be de- 
vised which would avoid the selling of all this silver, 
to which so strong an exception has been taken ; and 
i)' some scheme could bo devised which would avoid 
the necessity for buying at home 100 millions sterling 
of gold, and if a scheme could he devised whereby 
a limited amount of currency might go into circu- 
lation, as has been the case in Holland, then you 
would Ijo prepared to consider that scheme more 
favourably than the particular scheme which is nmv 
in front of you? — I certainly should, hut I do mu 
think I could ever consider favourably the circu- 
lation part of it, which T believe to bo a mistake 
at present; but with the remainder of it, although 
hypothetically stated, I should agree. 

13.808. (#?>. Man eel' ji JJadabhoy). Three im- 
portant arguments emergo from your very valuable 
evidence to-day. The first is that the position and 
policy of tho Bank will havo to ho altered in case 
India goes in for a gold standard ? — You mean the 
policy of the Bank of England ? 

13.809. Yes. The second is that there will be 
economic disturbances in silver producing countries 
and also in AVestern European countries, and the 
third is the practical impossibility of finding credits, 
for the purchase of this huge amount of gold to 
supply India’s want. I think I have correctly 
summarised your main arguments in connection with 
this matter. I will deal with the last point first, 
ns J think further light is necessary on it. In tho 
matter of credits yon have stated that tho two 
lending countries aro Great Britain and the United 
States, and that it would be impossible to float any 
loans without tho good-will and co-operation of those 
countries. You think it is not in their personal 
interests to extend any help, and although person- 
ally you are in great sympathy with India’s project, 
you find the obstacles so insuperable that you advise 
tlmt India should not go in for a gold currency, 
but a gold standard without gold currency. In 
considering this question of credits, have yon taken 
into consideration the point that these credits will 
not come in at tho initial stage of the scheme, but 
will come in at a later stage P — I understand that a 
part of the credits are likely to be needed early. I 
believe that tbe whole operation of the scheme be- 
fore me will come more quickly than is expected. 

13.810. I think it will come perhaps somewhat more 
quickly than is expected; but in the first instance, 
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in perfecting and maturing and organising the 
scheme, India will fall back on its resorves both in 
the gold standard and in the paper currency, and also 
on the large private reserves which she has in the 
shape of gold bullion. If you take that point into 
consideration, do you think the impediment is so 
great as you have statod? — I still think that to raise 
credits in the early stages, as is suggested in this 
scheme, is a very serious drawback, if not un obstacle 
to the schomo, for the reasons i have given. The fact 
that the whole of the amount is not needed at tho 
beginning, but that part of if may be deferred until 
a later stage, does not affect tho argument, for the 
reason you have stated yourself, namely, that tho 
whole thing would be likely to come more quickly 
Lhan is expectod. 

13.811. 1 did not say that. The scheme is to bo 
spread over a period of ten years. Tho financial part 
of tho Government of India's scheino is to be spread 
over a period of ten years. If in the initial stages — 
for the first three years — wo fall back on our own 
gold reserves, and also on the large private reserves 
of bullion which are collected in India and which 
must come out, is there any serious impediment then? 
— Yes, I think thoro is a serious impediment, if your 
scheme requires that credits should be raised. 

13.812. If you modify the scheme by stating that 
credits will not bo raised for the first three or four 
years, wculd you still object? -Yes, I would. 

13.813. As to the credits, you say it would be diffi- 
cult to get the co-operation of the United States, and 
also that it would bo difficult to get loans in this 
country. AV ill you tell mo the figures for the amounts 
of foreign loans which have been raised in England 
year by year during the last five years — loans raised 
for the Dominions and other parts of tho Empire? — 
I cannot reinemlier them, but large sums have been 
raised. 

13.814. Very large sums have been raised, in fact, 
millions during the hu*t five years? — Yes, millions 
certainly. 

13.815. Every year those largo loans still continue. 
Despite the adverse circumstances, both political and 
financial, in this country, still England is in a posi- 
tion to assist tho Dominions and other parts of tho 
Empire with extensive financial accommodation? — 
Yes. 

13,810. Tf accommodation could be found for 
foreign countries and the Dominions, do you seriously 
consider there would bo any difficulty in obtaining 
a loan for India on good securities on the securities 
of the revenues of tho Government of India?- I think 
that India could come into this market and raise 
money at any time for a purpose which commcndod 
itsolf to those who were* to lend it; hut T think it 
would be difficult for India or for any other country 
to come into this market and raise money for the pur- 
pose of putting gold into circulation in India, just 
as it would be for any other country. 

13.817. So you think it is tho purpose of it which 
will frustrate tho scheme? — The purpose and the 
silver. 

13.818. I am coming to the silver presently. You 
think in the initial stago it is the purpose which will 
frustrate these loans P — The purpose of these loans 
being to remove gold from one place and put it into 
circulation in India. 

13.819. Let us look for illustration to other 
countries. When Germany and France demonetised 
silver and went in for gold they had to raise credits. 
Were their credits affected then by the mere fact that 
they were introducing a new form of currency which 
was detrimental to the interests of England and 
AmericaP Did the mere fact that Germany went in 
for gold prevent her raising credits in the European 
markets at that time P — I do not remember. I do not 
©ven know the facts. (Sir Charles Addis,) If I may 
be allowed to say a word here, the circumstances are 
not the same in the two cases, especially as regards 
°ur experience of the disastrous consequenoes which 
followed the monetary action taken by Germany in 


13.820. You moan nuhsoquont events have thrown 
light on it? — They havo powerfully influenced the 
economic opinion of this country. 

13.821. (Chairman.) Will you explain what the con- 
sequences wore? -The effect upon world prices of a 
fall of 40 per cent, from 1874 to 1896. It was the 
effect upon world prices which was so disastrous in 
my judgment — the effect produced by the gold Ac- 
cumulated by Germany and the salo of silver. 

13.822. (Sir Maneckji Dadabhoy.) I want to koop 
tho question of world prices separate. At present I 
am on tho question of credits? With respect, 1 was 
replying to a question by tho Chairman. 

13.823. (Chairman.) Sir Charles's answer is that 
tho effect of that operation was a bad ono on world 
prices? — 1 think the word 11 disastrous " is not too 
strong an adjective to apply. 

13.824. (Sir Maneckji Dadabhoy.) In connncction 
with this argument, Mr. Montagu Norman, you told 
us that the accumulations of gold in America would 
tako ton years to absorb in ordinary circumstances? 
— That is an estimate; nobody knows. 

13.825. And you thought, therefore, that for this 
reason America would not favour the idea both of 
loans and of parting with tho gold. If the absorption 
took place so rapidly the prico of gold would ap- 
preciate, would it not? — I do not remember having 
said that. 

13,82f». No, hut T ask you it. If i.hc absorption took 
place so rapidly the price of gold would appreciate, 
would it not? — (»S*ir Charles Addis.) In so far as the 
goal is withdrawn from the sterile hoards of America, 
prices would not he affected in tho way you suggest. 
In so far as it is drawn from the countries where it 
is already performing a monetary function, prices 
would be affected. 

13.827. But economic production would bo larger. 
People would go in for more intensive operations in 
the matter of producing gold and also of raising gold 
from low grado ores, which they have at prosont 
abandoned temporarily ?— If the value of gold ap- 
preciated, then there would be an increased incentive 
to deal with low grado ores. 

13.828. And there would bo an increased incentive 
for increased production ? — Yes, I agreo to that. 

13.829. So tho real apprehension of the United 
States regarding shortage of gold supply would bo ob- 
viated by an increased production, would it not? — 
Increased production would obviously increase the 
supply pro tanto. 

13.830. And there would bo no real and tangible 
apprehension regarding tho shortage of tho supply? — 
That is another matter. I do not think your con- 
clusion is justified by your premises. You put certain 
hypotheses with regard to increased production, and 
the answor is that if that increased production took 
place there would be an increase in the supply ; but 
there is no admission thoro that such an event i rill 
tako place. (Mr. Montagu Norman.) If you will 
allow me to interpose for a moment here, I did not 
intend to convey to you that there was any unwill- 
ingness at the present time on the part of the United 
States to part with gold taken in vacuo — none at all. 

13.831. If she finds it to her advantage to part with 
gold, if gold appreciates on the introduction of tho 
gold standard in India, and if she finds it to her ad- 
vantage to dislodge all that gold, she will do it? — Of 
course. (Sir Charles Addis.) If gold were the only 
thing to consider it would bo greatly to her ad- 
vantage. 

13.832. So after all this apprehension is largely 
conjectural that America in her self-interest will 
not help India raising the credits for tho purpose of 
meeting the gold currency? — (Mr. Montagu 
Norman.) No, I do not think it is conjectural at all. 
I think it is inherent in this scheme. That is tho 
result of the best inquiries I have been able to make. 

13.833. (Chairman.) That is because of the silver 
aspect of the scheme. 

13.834. (Sir Maneckji Dadabhoy.) Yes, I am coming 
now to the silver aspect. I will deal now with the 
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silver aspect of the case. You base your argument on 
tho fact that the silver conditions in the United 
States will be affected by a large quantity of silver 
being dislodged for the purposes of sales, and that it 
will affect the silver industry, which is practically 
confined to the United States at present. You 
apprehend that there will be u •'erious reduction in 
the price of silver. 1 am not at present dealing with 
tho case of China to which you referred. I will deal 
with India on its own merits. You npprohend that 
large quantities of silver will necessarily go out from 
India when a gold currency comes into operation, and 
that the price will considerably depreciate. Let us 
deal with the situation. We have been informed by 
credible witnesses that the rupees in circulation range 
between 250 and 3(H) crores. You are aware that 
India has a population of nearly 320 millions; in fact 
one-fifth of the human race. Do not you think that 
in a country with such a vast population the need for 
some form of subsidiary currency will always exist? 
Suroly everybody could not havo gold, and therefore 
silver would necessarily form an important item for 
tho purpose of ordinary barter and exebunge? — I 
think currency would always bo needed in India. 

13.835. Do you really think that, with 250 crores 
spread over a population of 320 million people, enough 
silver would go out into tho market to considerably 
reduce prices? -I am going entirely on the figures 
which have been put before me, which show that three 
years world supply would be for sale as the result of 
this operation. 

13.836. It is on that assumption that your answer 
is based? — lb is on the information contained in theso 
papers. 

13.837. But you do attach importance to tho fact 
that a large quantity of silver will be required and 
will act as a subsidiary currency for many years to 
come even with tho introduction of a gold currency? 
— I believe that has all been taken into account in 
these figures. 

13.838. I will ask you to eliminate from your con- 
sideration those figures for the moment. I ask you, on 
tho general basis which T have put before you, 
whether you still apprehend that silver would con- 
siderably doprcciato in value? — From iny wholo 
consideration of the subject I am driven to the 
conclusion that it would greatly depreciate, but I 
have made no independent study of the situation. 

13.839. Sir Charles, you have been in India. You 
know the habits, conditions and the traditions of the 
people. 'They like to hoard silver, and thoir marriago 
customs and other domestic events make it obligatory 
on them to tnako extensive presents in silver. Do 
not you think lurge quantities of silver will always he 
roquired for domestic purposes, and that if silver goes 
down in price there is little liklihood of its export, 
but that it will be retained internally for domestic 
purposes ? — (Sir Charles Addis.) It is many years since 
T loft Tndiu, and I understand that during the time 
that has elapsed — more than a generation — tho Habits 
of the Indian poople have changed considerably with 
regard to their currency. Note issues, for instance, 
which would havo been impossible in my day, are 
becoming a matter of common form. Now if you 
introduce the use of currency gold into India, I am 
not quite clear us to how far the use of notes based 
upon gold might extend, with the result that the 
silver in your reserves would bo dislodged. There 
might also be a compensating decrease in the silver 
circulation. For the rest I share your opinion that 
silver is never likely to go out of use in India. 

13.840. There is less likelihood of silver deprecia- 
ting? — That is so, but you have to take account of 
the psychological effects of monetary changes. The 
announcement that the policy of tho Government was 
to put gold into circulation would lead a number of 
people to believe that a deadly blow was aimed at 
silver. The belief would be widely shared outside of 
India in spito of the internal demand to which you 


refer. For a time it might knock the bottom out of 
silver. The fall might lie severe. 

13.841. Would it bo gradual? — No, I think it would 
be immediate. If you were to announce to-morrow 
that it was your intention to reduce the legal tender 
capacity of tho rupee to 50, the result would bo an 
immediate fall in tho world prico of silver. 

13.842. How do you reconcile that with your state- 
ment that people in India for generations past havo 
rcgnrdcd their stores of silver rupees as stores of 
value?- -You have to consider an elernont in tho 
population of India, numerically insignificant, hut 
important on account of its wealth. Gold is a more 
desirable form of hoard than silver, and alwuys has 
been. Tlie poor man docs not hoard silvor because 
he prefers it to gold, but boenuse he is so poor. 

13.843. You have also stated, in .discussing what 
would be the effect on the silver market of tho world, 
that only 30 per cont. of precious metal oros will he 
affected. 70 per cent, you give to tho base ores. In 
the 30 per cent, of tho special metals which will ho 
affected all the world over, India’s share would bo 
considerably small, would it not? -You mean tho offoct 
upon tho base metal mines will not be great. 

13.844. I refer to the 30 per cent. ? -I do not think 
that. (Mr. Montagu Norman.) I think it will bo 
enormous. — (Sir Charles Addis.) Where you have a 
joint product the effect of tho shutting down of other 
mines might mitiguto tho effect. But tlio effect would 
be felt in copper ns well as in silver. Tho composite 
product per unit of tho silver and copper extracted 
from the copper mine would be reduced, and the cost 
of production of copper increased. 

13.845. Hitherto, when Indian loans havo been 
floated in this country in sterling, there havo been 
no difficulties. Even the last loan was subscribed, I 
understand, in a few hours. You have stated that 
the purpose will prevent subscribers supporting new 
credits. Am I to understand from that that both tho 
United States and Groat Britain will stoop to tho 
frustration of these loans merely because India wishes 
to raise herself to tho same level as the Western 
nations?- (M r. Montagu. Norman.) I do not think 
you are to understand that at all, nor did I intend 
to imply any such thing. I have not tho least doubt 
that if India wishes to raise a loan to-morrow or the 
next day she will he able to do so, and every assist- 
ance will ho given; but in these matters I think wo 
have to endeavour to work by 90-operation and good 
understanding. I trust very much that we hero are 
going to have the pleasure of continuing to co-operato 
with India in such mattors as these. What we are 
considering now is the question of joint interest, of 
mutual interest. Is it wise for India now, having 
regard not only to her position but to the position of 
tho world of which she is a part, to carry out this 
scheme? That is the point. The carrying out of this 
scheme, through the silver side of it in the main, pro- 
duces, as I have been informed, serious difficulties. 
In regard to the credits noeded for it, I have told you 
my expectations. For the reasons given it would be 
extremely difficult to obtain such credits in the United 
States. I trust very much that India and all those 
desirous of promoting the common good, including 
that of Tndia, will see that to force tho question of 
credits for this purpose is noither to hor interests nor 
to ours. Is not that a fair way of putting it? 

13.846. I put it in this way . . . I am not seeking 
merely to oppose. It is obviously for India to 
decide what she is going to do, and for us to consider 
in what way and to what extent we can co-operate 
with her, but India will recognise that we are obliged 
to approach these questions from certain special 
angles, and I trust that Bhe and her representatives 
will in the course of their deliberations give considera- 
tion to the matter as viewed from those angles. 

13.847. You soy " in our joint interests ”. Is it not 
in the interests of Great Britain that India’s currency 
policy should be put on a firm hull P—j Does not the 
present exchange policy considerably hit Manchester 
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and other parts of Great Britain in the matter of 
trade with India ? It is not therefore necessary in 
the interests of England that India should he placed 
on the same basis as England in order that trade 


between the two countries can be carried on with 
mutual advantage? — I certainly think it is to the 
advantage of Tndia to have her currency on a stable 
basis - certainly. 


( The wit ness ex withdrew.) 
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Mr. Charles Nicoll, called and examinod. 


13.848. (Chairman.) You liavo been kind enough 
to come and assist us this morning oil tho subject 
matter of our enquiry. You aro General Manager 
of the National Bank of India, and I understand 
that the memonindnin* with which you have boon 
good enough to supply us expresses tho views of tho 
Eastern Exoliango Banks?— Tho British Exchange 
Banks. 

13.849. There is an Association of tlmsc Banks, is 
there ?— Y ©s . 

13.850. The membership of which is set out in a 
note to your memorandum? — Yes. 

13.851. So we may understand that the memo- 
randum is supported by the Association with that 
membership? — Yes, that is so. 

13.852. T just warjb to ask you one or two questions 
in order to elucidate tho principal headings of your 
evidence. In paragraph 2 you say, “ Wo aro in 
favour of a gold standard, i.e., that it is put on tho 
Statute Book that tho Government is bound to buy 
gold at a rate to be fixed upon (this will depend on 
the basis at which the rupee is fixed) and to sell gold 
.for export (or the equivalent in gold funds)." Do 
you mean that it would be at. the option of tho 
ourrency authority whether gold or exchange should 
he sold; or are you referring to them as altornativo 
systems under one of which the obligation would bo 
to sell gold, and under tho other of which the 
obligation would be to sell exchange? — f think that 
would he at tho option of the Indian Government. 
If they have funds available on this side, those funds 
might be utilised for payment in what is commonly 
known as Reverse Councils. 

13.853. Then you are not recommending that there 
should he any absolute obligation on tho part of tho 
currency authority to sell gold metal? — No, hut they 
would either have to sell gold or give the equivalent 
in London. 

13.854. How would you define tho obligation to 
sell exchange? Would it be an obligation to sell 
sterling only, or exchange upon other gold centres?-— 
I should aay an obligation to soli against funds in 
London. 

13.855. London only? — Yes. 

13.856. In your opinion would this operate in 
praotioe as a g old standard or as a sterling exchange 

V Appcudlx 


standard? What would be tho effort of it? — It in 
difficult to differentiate between a gold exoliango 
standard and a gold standard. 

13.857. What would happon, for instance, if tho 
pound sterling wandered from tho gold sovereign?— 
If the Exchango Banks wanted to send gold to Indif 
they would have to pay the price for it — whatever 
price was ruling. 

13.858. It would be in effect pegging the rupee U 
tho pound sterling, would it not, rather than to gold? 
— No; T think it would peg it to gold. If banks 
wanted to send funds to Tiulia they would have to 
huv gold at tho market rate. 

13.859. But supposing tho pound sterling wero 
cli/oupert than tho gold sovereign, and the Indian 
currency authority, at its option, could supply that 
cheaper-—? — You are talking of gold for export? 

13,800. Yes. I ask you, because a great deal of 
cvidenco which we havo taken in India is directed 
against a sterling exchange standard an being a 
standard which would not satisfy Indian public 
opinion, and is insistent upon a definite gold standard 
in which tho rupee is pegged to gold. Supposing 
them worn to bo a strong public opinion in India of 
that nature, would that make any difference to your 
allowance of this option?— I think it would. 

13.861. Under those conditions perhaps you would 
l»c more inclined to say that the ultimate obligation 
should be to sell gold for export?— Yes, I think so. 

13.862. Do you believe there aro any practical 
difficulties from the banker's point of view in en- 
suring that gold so sold is exported? It is suggested 
to us that this is a condition which it may b© 
practically difficult to enforce ? — I think some 
arrangement could bo mad© to ©nsur© that the gold 
given out would bo exported. I do not know what 
tho method would bo exactly, hut I think it is quit© 
feasible to follow that gold and to see that it is used 
for tho purpose for which it was given out. 

13.863. You have not, porhape, given any con- 
sideration to what the actual conditions or regular, 
tions for practical safeguards should lie P— No, but 
I do not think there could be any difficulty in follow- 
ing up that gold and seeing that it was exported. 
It would be given out in considerable amounts. 
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13,861. You would have snmo minimum amount? 
—Yes. 

13,805. What minimum havo you in mind?— I 
should think perhaps £20,000. 

13.866. Your Association emphasizes the Govern- 
ment, because they are of tlio opinion that for tho 
present there is no other authority to whom those 
duties could legitimately bo delegated. 1 under- 
stand from that that you are adverse to tho dele- 
gation of such duties to the Imperial Hank or 
India?- No, I cannot say that, because 1 inn ignorant 
of wlint the status of tho imperial Hank of India 
is to be in future. 

13.867. Let us take it in steps. You say the 
present Imperial llank of India?- Yes. Under 
present conditions we are in favour of the C ove ru- 
nic ul retaining control of tho paper currency. 

13,8(58. You say that under present conditions you 
are in favour of the Government retaining control 
of the paper currency? — Yes. 

13.869. May I ask whethor you can expand that 
and tell us what considerations have led you to that 
opinion? — We think that the obligation for redeem- 
ing the currency notes should bo on tho Government 
of India, and for that reason we think the control 
should remain in the hands of tho Government of 
India; that is, that the pcoplo who give the 
guarantee should have the control. 

13.870. That reason would apply, whatever the 
status of the Imperial Hank of India was, would it 
not? — No. It is rather hypothetical. I do not know. 

13.871. You tell mo that you think the obligation 
to rodeem the notes should lie that of the Govern- 
ment? — Yes. 

13.872. And I understand that that is because you 
consider that tho full authority of the Government 
should lie behind the note? Yes. 

13.873. It occurred to me that that was because 
you thought that the Indian people would havo 
more confidence in the note?— Yes, that is so. 

13.874. And it would follow from that, would it 
not, that that would he so, whatever the status of 
the Imperial Bank was? If your answer is no, then 
I will go on and ask you what change in status 
you deem desirable?—! can only say that under 
present conditions we think the notes ought to re- 
main an obligation of tho Government of India, and 
that tho Government should maintain control of 
the note issue. 

13.875. Let me put to you an hypothesis. Suppos- 
ing there were a true Central Hank in Tudin — that 
is, a Central Hank constituted upon a similar basis 
to that of the Central Banks which arc familiar to 
us in European systems, would it then ho your 
opinion that tho duties in connection with anil tho 
control of the pagpr currency should be delegated 
to that truo Central Bank? — I am not very familiar 
with the functions and the constitution of Central 
Banks. Before I could say that the control of the 
note issue should pass to a Central Bank, and should 
lie an obligation of that particular Bank, f should 
want to know something about tho constitution and 
functions of it. 

13.876. To what elements in the constitution of 
the Central Bank would you look as rolcvant to the 
question as to whether it should have control of the 
paper currency or notP What would your require- 
ments be ns regards the constitution? — My require- 
ments would be that any obligation of the (Antral 
Bank would be nn obligation of the Government. 
I have not given this matter on which you aro 
interrogating me very careful study. 

13.877. Do not let mo press you on anything to 
which you havo not turned your mind? — There was 
a meeting of tho banks which are named here, hut 
this question of a Contra! Bank was not discussed at 
all. and I cannot speak with any authority on it. 

13.878. Very well. Perhaps wo can only say upon 
this that you would have to reserve your opinion os 
to whether such a bank should have control of the 
currency or not until you could give more considera- 
tion to the question of the constitution of that 


Bank?- Or had some information about wlmt is pro- 
posed as regards tho constitution of the bank. 

13.879. Precisely ; but I am very anxious to get 
an accurate idea of tho weight of your evidonce, 
which has produ<x?d upon iny mind this impression — 
you will tell mo if it is a correct one. You would 
consider it an open question as to whethor tho con- 
trol of tho paper currency should bo transferred to a 
Central Bunk, to bo considered in the light of what 
the Central Bank is? — Yes. 

13.880. And that your recommendation, that it 
shall bn a Government Note, is not an absolute one 
that must hold whatever the nature of a Central 
Bank may lie? .As I soo things at present, unless 
tho obligations of tho Central Bank were guaranteed 
by tho Government of Tndia, I do not think 1 would 
lie in favour of any change from tho present pro- 
cedure. The notes should remain an obligation of 
the Government. 

13.881. You say 14 as at present.” Aro you re- 
ferring to tho general conditions of Tndia, or aro 
you referring to tho present constitution of the 
luqicrial Bank? — I am only thinking of what , the 
result would ho if tho obligation for tho redemption 
of the notes passed from the Government as at 
present to tho Imperial Bank or to any other insti- 
tution. I think it would interfere very greatly with 
tho circulation of the currency notes. 

13.882. Passing on to your next paragraph, as 
to Council Bills, you say they should ho put up for 
public tender in India and London. Will you 
expand that a little hy explaining just what moehan- 
isin you aro contemplating? Would the Council Bills 
bo put up for public tender in India? — 1 think most 
of the Banks would prefer to havo Council Bills 
sold on tho old system at home, hut T believe there 
is some, perhaps sentimental, reason (l do not know) 
why part at least of the remittances from India 
should ho arranged in Tndia. It might he feasible to 
arrange* that part should ho sold on the old method 
of Council Bills, and part hy remittances from India. 

13.883. Have you any objections to tho recently- 
introduced system of purchase of .starling in Tndia? — 
Yes. I think tho method is not quite what it should 
Ik?. T do not think the sale of those remittances 
should lie arranged through exchange brokers in 
India. 

13.884. You would eliminate the broker? -T would 
oliminato the broker altogether 

13.885. That is a matter on which T must confess 
extreme ignorance. What harm does the broker 
do?— It makes it moro expensive to the Banks for 
one thing, and 1 think tho Banks should ho allowed 
to go direct and get their remittances from the 
Government. 

13.886. Are not they allowed to do that now?— In 
some eases T believe they do allow it. In other oases 
it is given out hy tho Imperial Bank to brokers to 
arrange tho best rate they can, and tho broker may 
have some other business to fit in along with it, which 
is rather against the interests of tho Banks. I am 
speaking personally now. 

13.887. 1 am wondering whether this is not a 
matter within tho Banks’ own hands for remedy?- 
No. I understand the system is that when the 
Imperial Bank wants to remit on account of tho 
Government, they give out £100, (XX) to one broker, 
£200,000 to another broker and £100,000 to anothor. 
The brokers go round tho market and soo whether 
they ran place it. Tho Banks pay thorn a, brokerage 
which is quite unnecessary. It is moro expensive to 
tho Banks than remitting to India by ineuiiN of 
Council Bills. 

13.888. Is it the idea that this gives the broker 
some opportunity for undue discrimination?- It 
might he that. It provides him with a good income. 

13.889. In practice, aro there complaints of dis- 
crimination? — I cannot say that I have heard person- 
ally any complaints about discrimination, hut I can 
quite understand that they might very readily arise. 

13.890. We may recognise, I suppose, that this is 
not an> objection inherent in the method P — Oh, no. 
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It is really a matter of departmental arrangement 
on the other side l should think — in India. I do not 
think it is a mattor for the Commission to tako up. 

13.891. Can you give us tho advantage of your 
very practical knowledge on this question of tender- 
ing ? Do you see any particular advantage in favour 
of one or the other alternative, to wit, tenders in 
India or in London? — I think tendering in Lond ni 
is more convenient, and if it was confined to London 
altogether it would be still more convenient. It was 
only whut I may call a sentimental influence which 
brought about any tendering in India at all. 

13.892. What is jour opinion as to tho practic- 

ability of a tondering system in India? Wo liavo 
had somo evidenco both ways -both emphasising tho 
facility and tho difficulty of carrying out a system of 
tenders for the purchase of sterling? There is one 
objection to the Government buying remittances in 
India for remittance to London, namely, that they 
pay money out in India before they get it at home. 
Therefore there must bo some discrimination ns to 
whom they are dealing with. On this side the 
Secretary of State gets his money before lie pays it 
out in India. 9 

13.893. The implication is that it requires a more 
vigilant eyo as to the credit of the other party, in 
India?— Yes, that is so. 

13.894. Do you know whether that has been found 
to create any difficulty as to obtaining ail ndoquatn 
market,- an adequate list? No, that hits not come 
before me. 

13.895. Hut as regards the physical possibility of 
getting in tenders and making allotments, would 
there bo any difficulty under Indian conditions? — 1 
do not think so. Tt would not bo so convenient as 
tendering at home, but any difficulty I think would 
bo easily ovorcoino. 

13.896. Proceeding to your paragraph 4, von say: 
"No additional currency should bo issued that is not 
covered by the actual tender of gold coin or bullion.” 
Wliat would bo your reply to (lie criticism that such 
a system would render tho Indian currency system 
unduly inelastic and hamper Indian trade by a 
restriction of the expansion of currency necessary to 
meet prosperous times? — I do not quito follow that. 

13.897. You say that no additional currency should 
bo issued which is not covered by tho actual tender 
of gold coin or bullion. 1 was asking wlint. your 
reply would bo to the criticism advanced against 
that suggestion, namely, that it would render tho 
Indian currency system inelastic, and hamper Indian 
trade, by making it difficult to expand credit and 
currency in prosperous times, such as years of good 
monsoon? — I do not follow that at nil. Gold would 
go to India to be exchanged for Indian currency in 
payment of produco that was being exported by 
India. The gold that would be sent out from this 
side would be to pay for Indian exports. 

13.898. How would you provide for tho need for 
seasonal expansion of currency? -More gold would go 
to India during the export season to provide addi- 
tional currency. 

13.899. But during tho seasonal expansion, is not 
the additional credit and currency required before? 
export to finance the stuff from tho field to the port? 
— Yes, that is so. It would go before tho actual 
export. It would go whilst the crops ivero being 
financed. The gold from this side would go to fnianco 
crops before shipment. 

13.900. How would that operation tako place, when 
the crops have not yet boon exported or sold? — 
Advances are made against produce in course of 
shipment. 

13.901. But who makes the advances? — The banks. 

13.902. They would import gold at tho beginning 
of the active season? — To begin with I have no doubt 
the Imperial Bank and the native banks (who finance 
the crop very largely; in fact, thny do most of the 
internal finance and banking of India) would finance 
the crops, to start with anyhow; and as shipments 
took place the exchange banks would import gold, 


which would go in paymont of further produco. 
There is always a certain amount of looso cash lying 
about at the end of the season which is available, Lo 
begin with, for financing crops which come down to 
tho const and which aro shippod. In exchange for 
those shipments gold would bo imported. 

13.903. Would tho gold bo imported bofore the ex- 
change had touched the appropriate gold point, and 
made it profitable to import? — No. 

13.904. Then why should the exchange rise to that 
point before the sale and shipments begin? — The 
demand for money and higher rates of interest. If 
the rate of interest in India is 6 per cent., and it is 
4 pci- cent, here, money would bo sent to India. 

13.905. Tho increasing tightness of credit in India 
would cause a rise of money rates in India? — Yes, 
and probably a rise of exchange up to the bullion 
point. In the meantime the Secretary of State 
would ho selling in this country, and that would 
provide funds. 

13.900. It would provide funds, but it would lint 
provido gold? -No, but gold only provides currency. 
Gold which is shipped to India is exchanged for 
Indian currency. 

13.907. Do you think the rise in money rates in 
India would be sufficiently prompt, and go sufficiently 
far year by year, actually to cause an import of 
gold at the beginning of tho acfivo season, enough 
to provide the demand for additional currency? — It 
has always been dono hitherto. 

13.908. Is that so? Havo there not Ijoch special 
provisions for providing soasonu] increases of cur- 
rency, and has it not been found increasingly neces- 
sary year by year that there shall bo a special letting 
out- of the stitches of credit and currency to meet the 
seasonal demand? There are provisions at present, 
are there not? There was a provision for advancing 
against what wo call liundis, which are supposed to he 
taken in connection with movements of crops to tho 
coast. That has not been availed of tin’s year, be- 
cause t he Indian Government have been buying in 
Tndia very freely at what is practically tho bullion 
rate of l/Gfad. 

13.909. Is Hie conclusion at which you would arrive 
that those provisions aro unnecessary? — Tho hundi 
provisions? 

13.910. Yes? — I should say they aro unnecessary, 
yes. 

13.911. In your paragraph No. (», you say that tho 
legal tender of rupees should not bo disturbed. Can 
you explain that at all? What is tho reason for 
that opinion? — I think that was probably put in in 
connection with tho scheme for a gold currency — that 
iho legal tender should bo reduced to fivo rupees or 
somtliing like that. Full legal tender should not be 
interfered with. Tho rupee should remain full legal 
tender. 

13.912. T understand Hint this opinion expressed in 
paragraph 6 implies an unfavourable opinion upon 
the scheme which has been submitted for your con- 
sideration?- You mean tho gold currency scheme? 

13.913. Yes. .Yes, we were against, that. 

13.914. Gan you explain at all the reasons which 
have led to this expression of opinion?- -Wo thought 
a gold currency was not a suitable one for Lidia. 
For one thing the unit w-nuld be too big in a country 
whore most of the people are poor. Tim w-calth is in 
very few hands. Besides that, tho huge expense 
and cost of redeeming tho- existing rupees would be 
a wrv great objection. Again, the cost of main- 
taining a gold currency would be very huge. Apart 
from the ordinary wear and tear of a gold currency, 
which would ho very considerable in a country like 
Tndia, there would bo a very great deal of illicit 
sweating. Light cojns would ho very much in vogue, 
and the cost of maintaining tho gold currency would 
bo great. Then, again, tho present currency is a 
good one — at least it has proved to lie so for many 
years, and that being so, wdiy mako a change? 

13.915. What in your opinion would bo the effect 
of depriving the rupee of its status as full legal 
tender? — That would come in with a gold currency? 
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13.916. Yes.-— I tliink if gold becamo currency in 
India the coin would bo too big for the requirements 
of the people. 

13.917. Tn paragraph 7, stabilisation of tho rupoc, 
your Association expresses tho opinion that the 
advantaged attending the adoption of tho rate of 
la. 0d., which has been the working rate for eomo 
time past, outweigh tho disadvantages, and conse- 
quently they sec no objection to stabilising on the 
basis of Is. 6d. Can you explain at all the principal 
considerations which have led you to that opinion? — 
There have been two rates talked about — Is. 4d. and 
Is. 6d., and I do not know that thore is any special 
merit in oithor of them; but we are at Is. 6d. now, 
and going back to Is. 4d. would lend to very great 
complications, unless it could be done very gradually, 
and wo do not soo a way of getting back to it. 

13.918. How would you sot out to get back to 
Is. 4d. ? — Tt could only he done through the ordinary 
trade channels. If imports were largely exceeding 
exports, of course exchange would go down. 

13.919. Your final paragraph deals with tho matter 
of gold reserves. As I have understood tho weight of 
your evidenco so far, it is directed against a gold 
currency in circulation as a suitable currency for 
Tndia? — Yes. 

13.920. That creates a little difficulty in my mind, 
because in your last paragraph it appears to me as 
if you were contemplating that that should never- 
theless be looked upon ns a possible future system? — 
I am afraid that is so. 

13.921. And it comes to a head when you say that 
you advocate a policy which will increase tho gold 
reserves? — The gold reserves should ho increased by 
the gold going to India in payment of exports. 

13.922. But if you do not want to havo a gold 
currency why should you take that measure? — After 
all, very few countries do havo a gold currency. 
There is no gold currency in England; and, as I say, 
gold currency is such an expensivo luxury that 1 
think ono is better without it. 

13.923. You seo my little difficulty, Mr. Nicoll. 
You pronounce against a gold currency hut then you 
advocate a policy which will increase tho gold rosorvn 
for the purpose of introducing a gold currency? — . 
Yos, I see. 

13.924. I was wondering whether thero was any 
other reason for increasing the gold reserves?- I do 
not think so. 

13.925. You cannot relieve mo from that dilemma 
at nil?— There is no other reason. There has been a 
good deal of talk about gold for India, and this may 
have been put in for some sentimental reason. 

13.926. 1 must not press you unduly, but it is an 
expensive policy to increase gold reserves beyond 
what ie necessary for the stablo basis of tho currency, 
is it not?— -Yes, it would bo much bettor if those 
reserves were earning interest. At the same time, 
there has been a good deal of talk in India about 
building up gold reserves — in fact of transferring 
funds which are held in this country to India in 
gold. Those funds belong to the people of Indin, and 
if they think they should be held in India I do not 
see that one can argue very much against it. 

13.927. Have you any information ns to what the 
amount of gold reserve should be before a gold 
currency could bo introduced — what gold you would 
have to have in reserve?— A very largo amount. If 
you had a gold currency — if notes could bo exchanged 
for gold— I think tho note issuo would diminish very 
largely. 

13.928. You are of opinion that tho interchange- 
ability of notes for gold would lead to a large 
reduction in the note circulation ? --YeS, that is so. 

13.929. Is that based upon any actual experience 
of the past?— No. There has been nothing to guide 
one. It is only what one knows of the hunger of tho 
people of India for gold. They would rather have 
gold than currency notes. 

13.930. You recommend that council bills should 
be sold only to the actual extent of Government’s 
published Budget requirements?— Yes, 


13.931. I wanted to boo just how far that recom- 
mendation carried us. Could we read it in a broad 
sense that over a reasonable period Government's re- 
quirements and remittances should balance, and that 
remit lances through the Government balance should 
not ho used for tho purpose of controlling exchange? 
- -I think tho idea in restricting the remittances of 
the Government of India to Budget requirements — 
home requirements — was that it would be an incen- 
tivo for gold to go to India and incronBo tho gold 
reserves of India against tho Note issue. 

13.932. But would you carry the restriction so far 
as to prevent the Government, under favourable con- 
ditions, anticipating its requirements in a manner 
which might seem prudent P — You mean so much 
only should ho allotted every week ? 

13.933. Yes ? — Oh no. I think when the activo 
export season starts, or when they are financing the 
crops, they should incrcaso the amount of council 
hills at that period, or porhaps withdraw them al- 
together at other periods. 

13.934. That is to say, they should take advantage 
of the market, as a reasonable business man would? 
— Exactly. When *1110 exchange was high — which 
would very likely synchronise with the export 
season, when money was wanted, then they would 
sell their council hills freely. In the monsoon period, 
when money was not wanted, and the crops wore 
growing before tho harvest time, thon they could 
reduce their drawings. 

13.935. So that tho weight of the recommendation 
is this — that the Government transactions should 
cease to bo wade use of for the purposo of control- 
ling exchange : they should only be mado use of 
actually with tho single objoct of mooting Govern- 
ment's requirements? — T think so. 

13.936. (Sir lttg'mahl Want.) Tn paragraph 2 
of your memorandum you recommend that Govern- 
ment should he bound to sell gold for export or the 
equivalent in gold funds. When the Chairman asked 
you what would happen if sterling broke away from 
gold vou modified that recommendation I think? — 
Yes. 

13.937. And yon said that you would make the 
obligation to sell gold only? — Yes, 

13,9.38. Because of tho difficulty of defining tho 
equivalent rato of sterling? — Yes. 

13,939. Coulcl not you get over that difficulty by 
requiring the Government to sell gold or gold ex- 
change at par? — What do you cell par? They would 
only sell at the bullion point. That is, if your ex- 
change whs Is. 4d., they would sell, say, at Is. 3|Jd.— 
tho ^ being estimated to covor tho shipping charges. 

13,910. If sterling was depreciated they would 
havo to sell more sterling to mako it equivalent to 
gold. Would it not ho possible to arrange that? — 
Yes, I suppose it would, but then it would be a very 
fluctuating quantity. You havo soon the fluctuations 
in tho American exchange of recent years, and I do 
not see how you are quite to arrive at the amount 
of sterling that would ho necessary to equal the 
amount of gold. It would be rather difficult to fix 
the amount of sterling that would he required. 

13.941. It would vary, of course?— It would vary 
with the rato of exchange. I think it might be 
feasible. 

13.942. It would not bo necessary to confine your- 
self to gold, but it would be possible still to sell^ gold 
exchange although sterling had depreciated P — \ es, I 
think that might he possible. 

13.943. Turning to paragraph 4, where you say 
that no additional currency should bo issued that is 
not covered by the actual tender of gold coin or 
bullion in India and/or in London ear-marked for 
shipment to India, would not that, result in your 
getting too much gold? — I do not think so. I think 
gold would only go to India to pay for credit require- 
ments — to pay for exports. 

13.944. But you said in reply to the Chairman that 
it was unnecessary ft pile up very large gold 
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serves, whereas this policy would eventually have 
that result? — Did I say that? 

13.945. I understood j f ou to say so — that you 
thought it would bo very expensive? — No ; the gold 
currency would bo very expensive. Perhaps 1 made 
a remark that it was expensive to have a largo ac- 
cumulation of gold when that gold could very well 
he invested in securities. I may have said that, hut. 
then, as I say, this money belongs to the peoplo of 
India, and if they are desirous of seeing those large 
reserves of gold 1 do not see why they should not have 
them. 

13.946. Your scheme makes no provision for in- 
vesting any part of that gold in sterling invest- 
ments? — No. 

13.947. And you do not think it is desirable to 
invest any of it? — I think it is desirable to have part 
of the reserves of the paper currency in British 
Government securities. 

13.948. This recommendation in paragraph 4 
would not allow of that. The gold must either ho 
tendered in India or ear-marked in London for ship- 
ment to India?- You can only get funds for invest- 
ment in this country if the Secretary of »Stato soils 
largely beyond his Budget requirements. That is 
the only way that funds can lie laid down in this 
country. 

13.949. But you could invest this gold which you 
suggest should he ear-marked in London for shipment 
to India. If necessary you could invest it?-- 
That question of ear-marking gold was simply 
raised by one of the members of the Associ- 
ation, who said “ Suppose the banks at any time 
wanted to get money there in a hurry, and the 
Secretary of Stalo was not selling council bills at 
that time, we would have to ship gold, and we would 
have to wait for about a month before wo could 
get the proceeds of it.” This clause about ear- 
marking was put in to meet the requirements oF 
any bank who wanted money urgently in India, and 
the method that might ho adopted would ho by 
passing tho bills of lading through the Imperial Bank 
and getting advances straight away in India. But 
that does not meet your contention, I can see. 

13.950. No, it docs not. — If tho people of India 
want to have gold reserves they cannot have their 
money here as well. They must either have it hero, 
or they must have it in India; and I say it is much 
more expensive to have those gold reserves lying idlo 
without earning anything. I agree with you. But 
you cannot have it Jiotli ways. If they want that gold 
in India they can have it, hut they cannot have it 
enrning interest on this sido as well. 

13.951. I understand that your recommendation is 
based not on considerations of what is best and most 
economical for India, hut on the sentimental desire 
of India to possess a lot of gold? — Yes, there is a 
good deal of that in it. 

13.952. Under this scheme, all'further additions to 
currency in the busy season would ho provided by 
imports of gold ? — Yes, and the Secretary of State 
would probably sell more freely in tho busy season 
than he would do in the monsoon. 

13.953. How would the su perilous currency ho 
drawn off in the slack season? Do you contemplate 
that thero would ho a considerable export of gold 
from India in the slack season? — I do not think so. 
I think India will alwuys export moro than sho will 
import, oven in had times. 

13.954. But, still, there is a larger demand for 
currency in India at certain periods of the year? — 
Yes. There always has been and always will he. 

13.955. And if the gold was not to bo exported then 
thero would be a redundancy of currency during tho 
slack season. How would you provide for withdraw- 
ing that currency P— I do not know that it would 
require to be withdrawn. Why should it bo with- 
drawn? 

13.956. Because it is redundant?— It always has 
been redundant in the slack season. 

13,967. But do not you regard that as a drawback 
to tbt tyriemP—If it ww redundant to the extent of 


depreciating exchange, that currency would be with- 
drawn by reverse councils. 

13.958. That is coming back to tho original scheme 
of selling sterling exchange? — Yes. 

13.959. You have reverted to thatP — Either that, 
or the export of gold. 

13.960. You think that the export of gold would 
provide a sufficient means of drawing off tho re- 
dundant currency? — I think so. 

13.961. (Sir Purshotamdag Thalcurdas.) Tho various 
banks on behalf of which you speak to-day have been 
established in India for a number of years? — For a 
great number of yeurs. 

13.962. In some cases extending to nearly half a 
century? — More than that. 

13.963. They work at important ports in India, and 
have branches at centres where there are imports to 
ho financed? — Yes. 

13.964. I think I am right, in saying that these 
hanks play no part in financing the cultivators’ crops 
inland? — Very little. 

13.965. You represent tho British Exchange Banks, 
hut there aro other exchange hanks similarly 
interested also in the export trade of India P — Yes. 

13.966. Such as tho Japanese? — Yes, and Dutch 
and American banks. 

13.967. And there are one or two Indian banks 
which also do exchange business? — Yes, I think there 
are one or two. 

13.968. T lake it that you have not ascertained the 
views of those foreign exchange banks nor of tho 
Indian exchange banks? -No. 

13.969. In connection with what you said in answer 
to a question put to you by Sir Reginald Mant, what 
do you think would lie the advantage to India of 
having sterling securities in London instead of having 
gold in India? — The only advantage would bo that 
thoso securities would be enrning a rato of interest. 
That is the only advantage. 

13.970. Other important countries would not over- 
look this advantage of interest. Do you know if any 
of them keep tlieir balances of trade in foreign 
securities, or do they mostly go in for gold and 
strengthen their currency position? — I do not think 
I can say what other countries do, but I should think 
they aro all wanting to get gold just now. 

13.971. Is there any reason why India should look 
at the 2i or 2J per cent, interest which can be earned 
on securities? — I did not quite catch that. 

13.972. Is there any reason why India should havo 
her eye on interest which can be earned on securities, 
in preference to gold?— I think that India can choose 
for herself what sho is going to have. 

13.973. My point was, Mr. Nicoll, that you said in 
reply to Sir Bogin a Id Mant that India’s preference 
for gold in her currency reserve was based on 
sentiment. I suggest to you that thero is no senti- 
ment about it. it is sound common sense, picked up 
from what other important countries are doing? — You 
ought to know. It appears to mo that the people of 
India, instead of having thoso large amounts lying 
fallow in India earning nothing would rather have 
them earning a docent rate of interest. 

13.974. Would you call it sentiment if you bore in 
mind the experience which India had with regard to 
sterling securities after tho war? — What was her ex- 
perience? 

13.975. The depreciation in tho sterling? — Depre- 
ciation in securities? 

13.976. Yes?— Did India lose money over that? 

13.977. I am asking you. I um sure you havo a very 
good recollection of what happened to India’s holding 
of sterling securities during that period? — I cannot 
recollect that India lost any money over that. 

13.978. Take the balance of trade of India which, 
during tho war period, had accumulated to tho extent 
of several millions: when it had to be remitted to 
India at the end of tho war, what happened to 
India’s resources here? — Had it got to be remitted to 
India? 

13.979. How did the balance of trade get to India-* 
the 82*50 crores which was here in British Treasury 
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Rills till September, 1919 P Regarding gold currency, 
you said that very few countries have gold currencies. 
You mean that very few countries can afford to have 
gold currencies, do you not? Or do you think that 
of those which can afford gold currency very few havo 
it statutorily permitted ?— I think thoro are very few 
countries which havo a gold currency. 

13.980. Lot us take a few countries. South Africa 
has a gold currency? — Yes, but only quite recently. 

13.981. Switzerland has a gold currency ?— Yes. 

13.982. Holland has a gold currency ?— May be. 

13.983. America has a gold currency?— I do not 
know that very much gold circulates in America. 

13.984. Gold currency is available there?— Gold is 
there, no doubt, but 1 do not know that it circulates. 

13,986. England is aiming at it?— 1 do not know. 

13.986. I would like to quote to you an extract 
from the Times Trade and Engineering Supplement, 
dated 30th January, 1926, of a speech of Sir Felix 
Schuster at the Annual General Meeting of the 
National Provincial Bank, which T understand is one 
of the five big Banks: 41 Personally I hope that before 
many years are over wo shall havo sovereigns once 
more in circulation.”? — Yes, but that is only one 
man’s opinion. You get another rami to stand up and 
say quite differently. 

13.987. You believe that others may disagree with 
him? — I think that a gold currency is a very ex- 
pensive thing. 

13.988. Tho question of the cost involved would 
therefore bo for the country and those who arc re- 
sponsible for its taxpayers’ money to decide, would it 
not? — The taxpayer would havo something to Bay. 

13.989. Why not let them decide whether they want 
to go in for this luxury or not? The question is 
whether anybody would be justified in keeping a 
country away from it if they were prepared to 
shoulder the burden?— It is for tho people of tho 
country to decide for themselves. 

13.990. Therefore those who havo to pay for it 
should decide it?— If thoy are willing to pay the prico 
they may havo it. 

13.991. Thore is nothing wrong in it?- -There is 
mothing wrong. 

13.992. You further said you are against gold 
currency in India becauso you think tho unit would 
be too great for the requirements of tho masses of 
India? — I think so. 

13.993. Presumably in that ease gold currency will 
not be rushod for in India. They will not take to it 
very violently becauso the unit is so groat that people 
cannot afford it? — Not for currency. 

13.994. Therefore for the purposes of currency, if 
gold currency can inspire confidence among the 
masses there is no risk of the people rushing for it? 
— I do not agreo with you. 

13.995. I would like to understand that?— I think 
that the attraction of gold for the native of India is 
ao great that he would rather hold gold if he can do 
so than hold currency notes. 

13.996. But the people of India can get as much 
gold as they like at present in the open market? — 
They can. 

13.997. I understand that your bank is ono of tlio 
largest importers of gold in India?— Wo import a 
good deal. 

13.998. Does the National Bank make any distinc- 
tion between people who buy gold at the bank’s 
counter based on the uso they propose to make of the 
gold? — I do not understand you. 

13.999. Do you muko any enquiry of a buyer of 
gold whether he wants it for genuine industrial pur- 
pose or hoarding? — No; we know it is for hoarding, 
and there is no uso in making enquiries. 

14.000. Any man can take gold from your bank on 
putting up the required money P — Yes. 

14.001. What is there then which justifies your 
thinking that the people have not at present taken 
all the gold they want?— When they see there is gold 
there and they have got currency notes in their 
hands, they will come and exchange those currency 
notes for gold. 


14.002. People will substitute gold coin for tho 
currency notes they use at present — that is your 
opinion?— Yes. 

14.003. Do you think thoy would continue to do 
it very long? T cannot say. 

14.004. Thoy have been replacing tho silver rupee 
hy the currency note in India fairly progressively as it 
is.— Are theyP I am glad to hoar that. 

14.005. They arc reported to bo doing that. When 
the charm of tho fresh gold coin has disappeared, 
may not this repeat itself?- It is difficult to say 
where all this gold currency would filter to. 

14.006. Where can it filter to? — The wholo of Asia. 

14.007. You think it goes to tho whole of Asia? — 
Yes. There is no gold currency in Asia yet, is there? 

14.008. You have so many branches that I would 
rather go by your information on that score. — There 
is no gold currency anywhere in Asia. 

14.009. Therefore this would go there?— Well, * 
adjoining countries would take a lot of tho gold that 
circulates in India. 

14.010. Tho imports of gold into India till now 
include sovr reigns ? — Yes. 

14.011. Tf any part of Asia which is connected with 
India wants gold coin, there thru exists even at 
prm'tit a way of their getting it?- Yes; that may 
be, hut tho gold coin and gold bullion that is im- 
ported into India remains very largely in Tndia at 
present, I think; but if there were to ho gold coin 
circulating from hand to hand through Tndia I think 
in course of time n large amount of that currency 
would filter into other countries such as Mesopo- 
tamia, Persia, Thibet, and perhaps China. You 
would have to fill the whole of Asia with gold.’ 

14.012. Before 1914 the British sovereign was 
effective lcgel tender in India? - Yes. 

14.013. And was freely available from the Govern- 
ment Treasury? T am not quite clear on that. You 
mean you could go with 15 rupees to tho Government 
Treasury and get a sovereign for it? 

14.014. Yes; at tho option of the Government. — 
Ah, that is so. 

14.015. But in fact, immediately after tho outbreak 
of war sovereigns to the extent of 3 crores of rupees 
were given out by tho Indian Pgpor Currency Office? 

-Was not that because there was a shortage of 
rupees? 

1 4,01 G. No; what I am referring to happened 
immediately after the* outbreak of war in 1914. — 1 
do not recollect tlmt precisely. 

14.017. Wo will then leave 1914 Mono. But before 
1914 the British sovereign was available in India? - 
But there was no obligation on tho Government to 
give a sovereign for 15 rupees. 

14.018. At the option of the Government the people 
could get a sovereign for 15 rupees. At the option of 
tho Government. 

14.019. And fairly large quantities were given out 
l»y the Government? — Yes. 

14.020. Did tho sovereign thus given out by tho 
Government of India filter to Mesopotamia and other 
parts of Asia? — They all disappeared, anyhow. 

14.021. Did they? — Yes ; and so did the gold mohurs 
that they coinod— they disappeared, too. 

14.022. Your experience is that the sovereign which 
was given out by the Indian Currency Department 
bofore 1914 at their option disappeared? — They have 
disappeared so far as currency purposes are con- 
cerned. 

14.023. Would it surprise you to learn that the 
sovereigns returned to tho Treasury?* — If you say 
so ; but I have no information on that point. 

14.024. Regarding tho Secretary of State’s require- 
ments, you said that you would like the Secretary of 
State to sell Councils hero in the busy season in 
India?— In India. 

14.025. When the crops are being marketed in 
India you would like the Secretary of State to sell 

* Vide Babing ton -Smith Committee Report, Volume III 
(Appendices), Appendix B, statements showing absorption of 
gold coin from 1908 to 1916, pp. 19-25. 
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Councils more freely than at other times P — Yes; in 
the season. 

14.026. That would mean an accumulation of larger 
balances with the Secretary of State hero than would 
be justified by his requirements at that period? 
Yes; than justified by his immediate requirements. 

14.027. Tho amount of interest earned on such 
balance* in London varies between 2 and 3 por cent, 
now? — Yes. 

14.028. Do you think that that money in India 
would be very useful for commercial credit during 
season months? — But the equivalent has been given 
out in currency in India. 

14.029. 1 beg your pardon. — The equivalent of that 
money that is lying here that is represented by tho 
Secretary of State’s drawings has been given out in 
• India for currency purposes. 

14.030. Exactly; but if anything in addition to tho 
Secretary of State’s requirements woro remitted 
here, nml tlic currency in India was contracted, to 
that extent you would not approve of it? — I do not 
think such would happen in tho busy season. 

14.031. You do not think it would happen? — Not in 
the busy season, hut I am not quite sure> that I 
caught your question. 

14.032. Tf larger remittances were made from India 
than were necessary for the Secretary of 8 tat o’ a 
requirements hero, that would not meet with your 
approval? — It would meet wiLh my approval il* money 
was wanted in India and remittances were made 
during the busy season to meet the requirements of 
trade. 

14.033. It would moot with your approval? — It 
would meet with my approval. 

14.034. Then tho restriction that you put in para- 
graph 3 of your written statement is intended to 
have what elFcct? You say there: “Council hills: 
Only to he sold to the actual extent of Government 
published Budget requirements.” — Yes; that is 
taking the whole year round but in one month ho 
may sell two crorcs of rupees, and in tho off-season 
ho may sell nothing at all. 

14.035. Supposing the total requirements of tho 
Secretary of State in a year wero 1130,000,000, you 
would not like them to remit £46,000,000 in a year? 
That is wliat I understand you to say. — No. 

14.036. But the £30,000,000 mny bo remitted in 
three months or in twelve months? — Yes. 

14.037. To that extent you would give them a 
discretion ? — Yes. 

14.038. Regarding* 1 tho sale of Councils, you are 
for tenders in Tndia and in London? — Yes; I ex- 
plained that it would be more convenient to have 
tenders in London, in my opinion, but some people 
in India think that India should have a baud in 
making these remittances, and I do nob see why 
they should not. 

14.039. You say it is more convenient to havo 
tenders in London? — Yes. 

14.040. I presumo you mean it would be more con- 
venient to tho British exchange banks because they 
have their lioad offices here? — No. 

14.041. How would it bo more convenient to the 
Yokohama Specie Bank or the International Hank, 
or to the Central Bank of India? — For tho same 
reason that it is moro convenient to us. 

14.042. You havo your head offices hero with the 
general manager? — Yes. 

14.043. The non-British banks would require their 
Bombay branch to wire hero their requi remen ts and 

ask them to put in a tender But their Bombay 

branch would wire them if they wanted Council bills 
in time to enable them to put in a tender. 

14.044. I have no doubt# they oould do it; bub 

my question is it would not bo more convenient to 
them to do itP I think it would moot their con- 

venience all right. 

14.045. It would not be more convenient? — Hell, 
1 say it would be just as convenient. 

14.046. It has been said by a witnoss before the 
Commission : “Buying or selling of sterling in 


Tndia by the Government should he adopted for tho 
reasons that by fur the greater part of India’s trade 
emanates front India. Hates of exchange are fixed 
in Tndia, and reversal to tho old method of issuing 
Councils in London would not be in keeping with 
India's present-day requirements.” Would you 
agree with that? • -No. 

14.047. Which part of tho statement would you 
challctigo? — Will you just read it over aguin? 

14.048. “ Buying or selling of sterling in India 
by tho Government should be adopted for tho 
reasons that by far tho greater part of India’s trade 
emanates from India. Kates of Exchange are fixed 
in India, and reversal to the old method of issuing 
Councils in London would not be in keeping with 
India’s prosent-day requirements.” — That man lias 
got an opinion of his own, hnt it does not fit in 
with mine. So far as our business is concerned 
(and I daresay other exchange banks are in the sumo 
position) wo get our telegrams from our different 
branches all over India saying what amount of 
(Council hills they would want. There are Homo 
places in India where they cannot get remittances 
from Government. 

14.049. Such as?-- Rangoon. 

14.050. What I read out is from a witness in 
Rangoon.- -Of course he had a personal interest. 
You must value bis evidence accordingly. If ho is 
giving that evidence from Rangoon lie had some 
personal interest^ 

14.051. 1 should have thought that he was most 
disinterested, because from Rangoon ho is unable 
to lender direct, and still lie recognises that the 
tender should be in India and not in London. That 
is why I particularly quoted this to you. If it was 
a witness from Calcutta or Bombay, be might be 
said to be interested : but a witness from Rangoon 

could not 1)0 so charged We find ho far ns our 

business is concerned it is much better to get our 
telegrams in from tho different branches and put in 
uno tender on this aide. 

14.052. 1 follow that. The head offices being here 
it is more convenient.- -Yes. 

14.053. But those who have not their head offinw 
in ] /on don would not find it so convenient? 1 do 
not think it matters to tho others so long as they 
have got London offioca. 

14,051. Regarding the question of ratio, do you 
think that the question of the maintainability of 
Is. Gd. can be put on a par with Is. 4d.? fn it 
equally easy to mnintain Is. 6d. as to maiutaiu 
Is. 4d.? — You mean in enso of a failure of crops? 

11.055. A failure of crops or a lull in trade. L 
do not think it makes much difference. 

14.056. You do not think it mukos much difference? 

No; I do not think it does. If you get a stabi- 
lised exchange l think you could maintain the 
Is. 6d. rale just as easily as the Is. 4d. rate. 

14.057. You do not think that at Is. 0d. the risk 
of India’s reservo being frittered away is greater 
than at Is. 4d.? — I do not think so. 

14.058. Tho Finance Member found it necessary 
only this \vock to notify that bo would sell reserves 
without limit? — Yes; that is quite true, but lie bad 
to do the same thing at Is. Id. once. 

14.059. Well, I do not know' about that — Yes; ho 
had. 

11.060. There is tho fact. The notification this 
week liecame necessary at tho end of three, or per- 
haps four, good monsoons in India? — Yes. 

11.061. And n.s a result only of a temporary lull 
in exports. It is not that tho crops are not there 
to move. The crops are available for export, but 
tho prices do not fit in. There is a temporary lull in 
exports, uiul the Finance Member hud to raise tho 
big stick in order to mnintain the ]«. 6d. — Are there 
surplus crops available for export? 

14.062. Well, I would rather go on what you think. 
—I do not think there is tho surplus that you perhaps 
think there is. 

14.063. I may have been out of touch with business 
for four months, being on this Commission. Perhaps 
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you have up-to-date reports P — 1 do not think there 
are surplus food stuffB, anyhow. 

14,064. In spite of this phenomenon which we have 
seen only this week, you think it is as easy to main- 
tain Is. 6d. as to maintain la. 4d. P — Yes; this 
phenomenon which you saw last week was largely 
speculative. There was a report going about the 
Bombay bazaar that the Currency Commission was 
going to fix the rupee at Is. fid. That is the informa- 
tion that 1 have got, and that led vory largely to 
this speculative buying. 

14,066. Supposing by any misfortune Indian cur- 
rency had boen depreciated during the war period, 
as happened with other countries, and it was neces- 
saiy to fix the exchange at Is. 3d.— I am asking you 
a hypothetical question, 1 admit — would the Ex- 
change Banks not have pressed that the Fowler 
Committee had indicated Is. 4d. as the permanent 
ratio for India? — 1 did not quite catch the lost part 
of the question. 

14.066. Supposing, during the war period, Indian 
currency had depreciated, and nothing over Is. 3d. 
was easily available to India to stabilise on, would 
your Association have pointed out to the Government 
that the Fowler Committee had indicated Is. 4d. as 
the permanent ratio for India, or would it hove 
reconciled itself to a depreciation? — Well, what is 
the object of that question? 

14.067. The object of the question is this. Do you 
think there is any sacredness about a ratio fixed by 
a responsible Government Committee 25 years back 
which was indicated as the permanent ratio for the 
Indian currency Bystem? — Woll, you must havo some 
basis. 

14.068. There it is, indicated in 1898.— As Is. 4d.P 

14.069. Yes; as a permanent ratio for the Indian 
currency system. You can tako it from mo that tho 
expression there is: 11 Permanent ratio.’ 1 - -Well, 
there has not been much permanency in any curren- 
cies during the last few years. 

14.070. I agree; but the question is whether por- 
m^qcncy, if available, should be passed by or not. 
I# you cannot help it, thero would be no question. - - 
Was it fixed as permanent in 1898 ? 

14.071. Yes; in 1898, by the Fowler Committee.— 
And adopted by the Government of India P 

14.072. Yes; and it worked very well till 1914. — 
It is for them to say. 

14.073. I will read paragraph 66 to you : 11 We are, 
therefore, of opinion that tho permanent rate should 
bo that which has been adopted as the provisional 
rate in the past, and which is also the market r&to 
of to-day, viz., Is. 4d. for tho rupee.” “ Permanent 
rate ” is the expression. — Yes. 

14.074. Let me put it to you in another way. If 
the rate thut was indicated us the permanent rate, 
and which worked well for a period of very nearly 
20 years, or certainly 16 years, is to be disturbed 
lightly, and supposing that 10 or 16 years later India 
chose to lower the then existing rate, how would 
tho exchange banks, which are vastly interested in 
exchange questions, look upon that?— I do not think 
they would mind. I do not think it would matter 
much to them. 

14,076. You would not mind it?— No. 

14.076. (Professor Coyajee.) Can it not be inferred 

that the schemo as prepared by you P — It is not 

prepared by me. 

14.077. The scheme as fathered by you is a 
preparatory stage for the ultimate introduction of 
gold currency into India?— Not for gold currency. 

14.078. Then why do you refer in No. 3 to cutting 
down the sale of Counoil bills, and in No. 4 say that 
no additional currency should be issued not covered 
by actual tender of gold, and in No. 8 the increase 
of gold reserve— are not all those preparatoxy to- 
wards the ultimate introduction of gold currency? — 
Well, it might come to that if conditions were favour- 
able, but it would be a very long time before they 
are, in my opinion. 


14.079. In paragraph 6 you observe that the man- 
agement of the currency notes should remain in the 
hauds of the Indiau Government. What are the 
possible dangers and difficulties which you foresee if 
the note issue is handed over to a central bank? — 
Well, I do not know what the central bank is, I do 
not know anything about its constitution or its func- 
tions. I cannot say whether the guarantee of the 
central bank would bo a sufficient guarantee for the 
redemption of those notes which are issued. 

14.080. Taking tho presont Imperial Bank as the 
central bank, could you suggest legislative safeguards 
and limitations by which such a transfer of the note 
issue would bo secured? — No, 1 would have the cur- 
rency notes as an obligation of the Indian Govern- 
ment. The Government or institution, or whoever 
it is, who guarantee the redemption of thoso notes, 
ought to have tho management of tho note issue. 

14.081. You do not think that any restriction could 
bo devised which would safeguard it? — I would not 
say that. If anything was put before me as to 
what the constitution of the central bank was to be, 
if there is to bo such a bank, I could offer an opinion ; 
but without some knowledge I could not offer an 
opinion. 

14.082. (Sir Alexaruler Murray .) In connection 
with tho question of the ratio of exchango, it was 
put to you that Is. 4d. having been the ratio recom- 
mended by the Fowler Committee away back in 1899, 
and adopted by the Government of India, it was only 
natural that the rate should be allowed to continue. 
—Yes. 

14.083. As a matter of fact, looking back tho 
records, I find that the average rates of exchange 
that were ruling just heforo tho Fowler Committee 
reported were as follows. You remember the Fowler 
Committee reported in July, 1899? — Yes. 

14.084. T will just give you the figures for one or 
two years boforo that— years ending 31st March. In 
1893 the average rate of exchange was Is. 2.984d. 
This is tho average rate of exchange for remittances. 
— Yos. 

14.085. In 1894, the average rale was Is. 2.546d. ; 
in 1895, the average rate was Is. l.lOOd. ; in 1896, 
ilio average rato was Is. 1.638d. ; in 1897, the avor- 
age rate was Is. 2.460d. ; in 1808, the average rate 
was Is. 3.402d. ; in 1899, the average rato for the 
year to 31st March was Is. 3.978d. I have given you 
tho rates for the seven years up to the year in whioh 
the Fowler Committee reported. — Yes. 

14.086. In those seven years the average rate did 
not reach Is. 4d., yet the Fowler Committoo recom- 
mended Is. 4d. — Yes. 

l'l,087. That does not give any virtue to Is. 4d. in 
your opinion, does it, seeing that that Committeo 
simply fixed on ail arbitrary rate after seven years 
when the average rate was below Is. 4d.P — Well, the 
exchange at the present time, and for the last 12 
months has been more or less stabilised on the basis 
of Is. fid. I think that is the only factor that in- 
fluenced tho banks which are named in this letter to 
advocate a Is. 6d. rate. It has been standing at 
Is. fid. They foresaw if any figure below that or 
Is. 4d. was recommended there would be vory grent 
difficulty and very great chaos in trade — if it went 
back to Is. 4d. 

14.088. In your opinion, in view of the figures I 
have given you, thero would be more justification for 
the Commission recommending Is. 6d. on the basis 
of the figures at the time than there was for the 
Fowler Committee recommending Is. 4d.P — Well, 
when the Fowler Committee recommended Is. 4d. the 
exchange was very nearly in the neighbourhood of 
Is. 4d. ; anyhow, there was no dislocation of trade. 

14.089. (Sir Purshotamdas Thakurdas.) You real- 
ise, Mr. Nicoli, that the Fowler Committee was 
recommending a rate for the first time, and bad 
nothing to fall back upon P— -I did not catch that. 

14.090. (Sir Purshotamdas Thakurdas.) The Fow- 
ler Committee were reoommending an exchange ratio 
in 1898 for the first time in the history of the Indian 
currency system. 
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14.091. (Sir Alexander Murray.) The Herschell 
Committee recommended it. 

14.092. (Sir Furshotamdas Thakurdas.) They only 
confirmed the temporary rate recommended by the 
Herschell Committee. There was no permanent ratio 
on the Statute book before then. — The Herschell 
Committee eat in 1893. 

14.093. And indicated a temporary rato. — Of 
Is. 4d., 1 think it was. 

14.094. A temporary rateP — Yes. 

* 14,095. (Sir PursJiolamdas Thakurdas.) The Fow- 
ler Committee confirmed that temporary rate for the 
first time m a permanent rate. I just want to men- 
tion that. 

14.096. (Chairman.) That makes the point quite 
clear; but 1 think wo might proceed with the ques- 
tions. 

14.097. (Sir Maiieekji Dadabhoy.) As I read your 

paragraph 2 in conjunction with what is stated in 
paragraph 8, 1 came to the conclusion that the diffi- 
culty which your Committee of Exchange Banks had 
in nut recoin mending gold currency was mainly duo 
to the reserves not being wholly adequate for the 
purpose; but your evidonce, as I understand it, in 
answer to the Chairman as well as in answer to Sir 
Purshotamdus Thakurdas, leads mo to a different 
conclusion, and that is that you now, on behalf of 
the British Exchange Banks, withdraw altogether 
the recommendation regarding a gold currency. No. 

14.098. You do not?- No. , 

14.099. You are still in favour of gold currency? — 
No. 

14.100. Then you withdraw your recommendation? 
— I am not in favour of gold currency for India. 
There is nothing in this letter which says that I urn 
in favour of gold currency for India. 

14.101. I may be wrong, but as 1 road paragraph 8 
I understand it is clear that you do recommend it, 
becauso it is stated : “ It is with this end in view *' — 
that is, the end in view of tho introduction of gold 
currency. — Well, I think it was in the minds of the 
banks that it was very desirable to accumulate a gold 
resorvo, anyhow against a nolo issue. It is a sound 
thing to do. It may have been in the minds of 
somo of them that ultimately a gold currency might 
be foasible for India without being too expensive; 
but anyhow, there could bo no harm in accumulating 
a gold reserve against the notes issued. 

14.102. Let me point out in paragraph 8 of the 
memorandum you say : 11 It is with this end in view, 
therefore, that we advocate a policy which would in- 
crease the gold reserves so that when the day comes 
(it may be ten or more years hence) India’s gold 
position will have been steadily improving all tho 
time, which will enable her to tacklo tho problem 
when it does come up again upon a surer basis.”— 
Well, ultimately it might come up, but we are only 
dealing with the present. 

14.103. Yes ; but you think that ultimately it will 
come ? — It might come. 

14.104. It might comeP — Yes. 

14.105. Do you recommend it or not, ultimately? — 
I could not say what I would recommend 10 or 15 
years lienee. 

14.106. You might recommend it 10 or 15 years 
hence P — No ; I could not say whut I would recom- 
mend 10 or 15 years lienee. It must depend on con- 
ditions then. 

14.107. In the meanwhile, do you recommend the 
establishment of a Mint in India for the purposo of 
coining gold coin? — There is a Mint established now 
for coining gold ooins. 

14.108. But where bullion can be presented and 
exchanged for gold coins which may bo coined there. 
Would you recommend that during the interregnum? 
—For currency purposes P 

14.109. For currency purposes, so that you could 
bring . bullion and in exchange get gold coins, 
sovereigns or Indian mohurs, and have that as a 
voluntary or optional medium of currency P Have you 

objection to that P— -It would be rather a compli- 


cated scheme. You would have the unlimited legal 
tender of the rupee at the same time? 

14.110. Yes. — But you could not have the two 
currencies running together. 

14.111. You say there would bo two currencies run- 
ning together? — Well, there would bo the unlimited 
legal tender of the rupee, and you would also have the 
sovereign as currency, or tho gold nioliur. 

14.112. You could lakh bullion and get sovereigns 
in exchange? — T do not think you could have two 
currencies running together. 

14.113. You say those two currencies cannot run 
together? — No one would drive tho other out. 

14.114. May 1 draw your attention to the fact that 
the Buhingtou-Sinith Committee strongly supported 
this recommendation? — Well, that may bo so; but tho 
Bahiiigton-ftinith Committee recommended a lot of 
things which have proved very troublesome. 

14.115. Also the Fowler Committeo made that 
recoin inundation — Well, it is a well-known law that 
if you have two currencies running together the base 
one drives the other out. They would buy up all the 
sovereigns or gold mohurs with rupees. 

14.116. Before 1914 there were two currencies run- 
ning simultaneously in India. Cold and sovereigns 
were being given by the Treasury in exchange for 
rupees.- -Well, they did not last. Tho rupees drove 
them out. 

14.117. They lasted a number of years. But the 
rupees drove them out. 

14.118. It lasted a number of years till tho mohtir 
came in and intercepted it, and there was nothing to 
prevent it progressing until tho war broke out in 
Europe — There is the ordinary law that tho inferior 
currency will drive the superior one out. 

14.119. You do not think this is a feasible plan for 
Tndia as a temporary measure? — No. 

14.120. As satisfying the aspirations of the people 
to have free coinage in India going on side by side 
with the present arrangement? — No. 

14.121. You do not think so? — No; I do not think 
it is feasible. 

14.122. You are aware that in India there arc large 
stocks of gold? -Yes. 

14.123. And that they are lying dormant P — Yes. 

14.124. It is a most uneconomic inelhod of keeping 
that quantity of gold in tho country ?- -Yes. 

14.125. Would not it lead to the prosperity of tho 
country if a method were devised for making a more 
beneficial use of this locked-up gold? — Undoubtedly. 

14.126. What method would you suggest? — Well, 
that lias been a problem that has not been beforo 
many people connected with India for a very long 
time. They might, for example, sell their gold and 
invest it in industrial concerns. They might even 
buy (Jovernment securities with it. 

14.127. But not make gold coins ?— No. 

14.128. You said in answer to the Chairman that 
the recent method of purchasing sterling in India is 
not good, and you recommended the elimination of the 
broker altogether? — Yes. 

14.129. Over and above the recommendation that 
tho broker should be eliminated, lmvo you any other 
complaint against that method?— 1 havo no complaint 
against remittances being arranged in Indiu if the 
Indian people want to have them. I have no com- 
plaint against it. 

11.130. If that method has worked well, you havo 
no objection to retaining it? — No. 

14.131. Can you advise this Commission as to the 
extent of the gold reserve you would accumulate?*— 
Against tho currency issued? 

14.132. Yes. — The more they get the better, i 
should think. 

14.133. But cun you recommend some figure, or can 
you prescribe some limit? — Well, I think the ideal 
reserve, so long us the rupee is currency in India, 
would be to have 50 per cent, in rupees; 25 per cent, 
in gold ; and 25 per cent, in sterling securities. 

14.134. (Sir Henry Strakosch.) In the course of the 
evidence you gave this morning, you said that you 
wanted to keep an open tnind regarding the establish- 
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ment of a central bank until you know what tlio 
constitution of that contra! bank is to be. May I put 
to you very broadly the main provisions of a central 
bank constitution with a view to having your opinion 
as to whether you would regard such a central bank 
as a useful organisation in India P I am merely giving 
you the main conditions of bank charters in other 
countries. The central bank should have the sole right 
of note issue, which is regulated by provisions which 
lay down a minimum reserve in gold and other 
securities. Tlio bank is to act as the bank of the 
Government and of the other banks. The business 
of the bank is to be restricted in tho main to dis- 
counting true commercial bills drawn against goods, 
and making advances on them. The charter usually 
imposus the condition that the bank is not to allow 
any interest on current and deposit accounts. Thoso 
are tho main provisions of the bank charter in most 
countries. Would you regard a bank established with 
a charter of that character as a dosirablo thing to 
have in India? — Well, it is very difficult to answer 
a question of that sort on short notice. 

14.135. i will just say this : that a very important 
body of evidence tendered to us wus in favour of the 
establishment of a central hank and the handing over 
of the management of the currency to such a bunk? — 
Well, I am perfectly convinced that if the note issue 
is to bo maintained and to grow it will have to have 
the guarantee of the Government of India. It is 
growing now, but tho people there are not educated 
up to the central banks. 

14.136. You attach no importance to the opinion 
which has been tendered to us. - 1 do not say that. 

14.137. One moment; let me linish my sentence. 
Would you agree with the opinion that has been 
tendered to this Commission that the advantage of 
handing over tho management of tho currency to a 
real central bank is that you would bo centralising 
the currency and banking reserves, and bo avoiding 
wide fluctuations in money rates and divergent 
policies in regard to currency by tlio currency and 
banking by the banking authorities. . -You under- 
stand that India is a very different proposition from 
a central bank ill South Africa or on the Continent 
of Europe. 

14.138. Why does it differ? — The conditions there 
are so very different. 

14.139. Would you mind saying exactly where it 
differs? Well, for on© thing, tho people of India 
aro not ns yet oduented up to tho ideas of western 
bunking at any rate, tho great mass of tho people 
aro not. There is only a very minute fraction of the 
people who know anything about banking. 

14.140. Do you suggest that tho bankers in India 
do not know anything about banking for the Cen- 
tral Bank would bo mainly a bankers’ bank? Not 
the bankers; but 1 am talking about tho mass of tho 
people in India. They know very little about tho 
methods of western banking. As it is at present, 
as Sir Purshotamdas Tliakurdas said, tlm mass of the 
internal trade in India is now being done by Indian 
bankers, shroffs, and others. They finance tho trade 
of India down to the coast. 

14.141. Would you not regard it as an advantage 
to the credit organisation of India if those native 
bankers were in a position to take refuge by redis- 
counting with a central bank in times of crisis? — 
They do that at the present time, to a certain ex- 
tent, wfyh the Imperial Bank. 

14, 142/ To what extent can the Imperial Bank 
rediscount if it lias no right of note issue? — They 
can only discount to a certain peroentugo of their 
deposits and their resources. 

14,143. But if it had the right of note issue, and 
if one of the conditions of note issue woe that apart 
frpm a certain percentage of gold it could put into 
its issuo department local bills, would not that 
strengthen it? — What sort of bills? It is very diffi- 
cult ’in India to discriminate between bills which 
actually represent transactions in produce or com- 
modities, and bills which are simply accommodation 
bills. 


14,143a. But so it is in every other country. — Not 
to the same extent in India — much more difficult in 
India. 

14.144. May I put it in a different way? Tlio ex- 
change bunks are largely concerned iu financing 
tho exports of the country? — Yes. 

14.145. And internal trade credits are really a 
minor part of your business? — Oh, nothing practi- 
cally. 

14.146. Therefore, if there wore to arise a crisis 
you would always be able to take refuge at the 
Bank of England by rediscounting hero? — There is 
a discount market in London, not necessarily *the 
Bank of England. 

T4,147. Ultimately the Bank of England ? - Yes. 

14.148. Let us suppose you were to do local bu.si 
ness and you had no possibility of rccourso to the 
Bank of England, would you regard your bunk as 
being in as favourable a position without a central 
bank as with a central bank in India? — You mean 
we might tako refuge with tho central hank, in Indi i 
in the same way as wo would do with the discount 
market in London? 

14.149. Exactly. — Well, I do not see the necessity 
for it. 

14.150. But supposing that you did all your busi- 

ness in India and you gave credit in India to foster 
production in India, and on the one hand you had 
a central bunk to which you could go in times of 
stress and stringency to rediscount your bills Yes. 

14.151. And on tho other hand, there is no such 
bank, or a bank whoso powers of rediscounting are 
very limited? - But wo do not require that. 

14.152. Because you do not do the true Indian 
business. — No; there is the machinery for that busi- 
ness already in India, tho machinery being the 
nafhe banker. 

14.153. TTow does he handlo tilings if there is a 
stringency?--! do not know how many native bankers 

there are in India, but there must be thousands 

many thousands — who have their own resources. Is 
not that so? 

14.154. And they finance tho crops and produce 
of the country up to the extent of their own re- 
sources? — Whenever they exhaust those they can 
go to the Imperial Bank where they will get a con- 
siderable amount of credit. 

14.155. But you have agreed that the huporinl 
Bank’s power of giving credit is severely limited by 
tlio deposits it gets? — It is limited to the extent ol 
its resources, no doubt. 

14.156. That is right.- -And I do not know that it 
is necessary to increase them. I think the Im- 
perial Bank with its resources, and its increasing 
reserves will bo sufficient to finance the trade of 
1 nd ia sat isf actorily . 

14.157. On the whole therefore, may 1 tako it you 
would lie against tho establishment of a central 
bank? --Well, I have not had time to 'think it over. 
1 would not like to say that I nm against it be- 
cause it is a new proposition to me. . 

14.158. Has not it been put before your Associa- 
tion?. .No; it was never mentioned at the Associa- 
tion, and I should like to add that anything T have 
said in connection with that central bank is my own 
personal view, because it was not mentioned 'by the 
Association. 

14.159. ( Sir Vurahotamdas Thakurdas .) .You said 
just now that the musses of India were illiterate? — 
No ; I did not uso that word. 

14.160. Well, if you like to substitute that they 
have not had enough eduoation, or whatever word you 
like to use, and thereforo it may bo a question 
whether they would have confidence in the note issue 
of the Imperial Bank. May I ask if there was a note 
issued by a Central Bank or by the Imperial Bank 
constituted into a Central Bank, would such notes 
have the confidence of the exchange banks for which 
you are speaking?— -Well, I think so. 

14.161. A banker who appeared before this Com- 
mission who ia interested in developing banking in 
India, not an exchange banker, mentioned that what 
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he called the monopolist position of the Imperial 
Bank ought to prevent the Imperial Bank from hav- 
ing the note issue ? — I do not follow you. 

14,162. He said that the monopoly of the Imperial 
Bank with regard to Government balances and the 
fact of its competing with banks in the inland centres 
by opening branches, should Ikj considered ah a 
bar to the Imperial Bunk being given the- note issue. 
Would you agree with that?— No. 

14,16.*). In his written statement be makes this 
remark, which I will just read as it is only one 
sentence: 11 One restriction placed by the Act that 
is the Imperial Bank Act — “ on the Bank’s function 
is that the Bank cannot engage in foreign exchange 
banking business, so that the exchange banks working 
in India arc relieved from the uneconomic competi- 
tion of the bank.’* Would the exchange bankers 
have any objection if the Imperial Bank, as a central 
bank, were allowed to do exelmnge busimss? — I do 
not think they would liko it. 

14.164. Because of tho increased competition, I 
presume? — No doubt. 

14.165. But increased competition up to a certain 
point is to the benefit of the community sometimes, 
is it not? — Sometimes there can bo too much of it. 

14.166. With regard to tho numerous Indian 
shroffs and moneylenders who largely finance tho 
Indian crops, this class of banker have their own 
resources only up to a certain point? — That is what 
1 have said. 

14.167. But when these get exhausted in a busy 
season even this class liuvo to fall back on the Im- 
perial Bank for credit, have not they? — Yes. 

14,166. Therefore tho larger the resources of the 
Central Bank the better for the turnover of the Indian 
petty banker also? — Yes, if there is an increased de- 
mand for money for financing crops, but I think up 
to now — we are talking of up to now — the resources 


of these native bankers plus the resources of the Im- 
perial Bank or the other bankB, have been sufficient. 

14.169. Let me remind you of what happened in 
1924, when tho Imperial Bank rate remained at 8 or 
9 per cent, for six months of tho year. From Janu- 
ary to Juno the Imperial Bank rate remuined at be- 
tween 8 or 9 per cent, for that 6 months?- -That was 
largely owing to the instability of the exchango. it 
was largely duo to that. This year there lias been 
just as much finance required, but we have not had it 
higher tliun a 6 per cent, bank rate. Why? Because 
the exchange has become stabilised. 

14.170. But if the two balances which Sir Henry 
Strakosch referred to were amalga mated thoro would 
lie nothing wrong in it, and it would give the country 

* a large balance in rase of need ? — Which two balances? 

14.171. The Government balance, and the Bank 
balance?- -Of course, the Government do keep their 
balances largely with tho Imperial Bank now. 

1-1,172. (.S ' Ur Henry Strakosch .) I said the currency 
and the hanking position. 

1-1.173. ( Sir t'ursholnmdas Thalnirdas.) the cur- 
rency and hanking position? Even if there was a 
central hank, ihey could only issue notes against, 
gold, F suppose. 

14.174. Thoro would bo no objection to that. That 
would simply make more money available to the 
country, if trado needed it? — But that is what the 
Imperial Bank or the Government could do at pre- 
sent. By tendering gold they would issue the equiva- 
lent in Indian currency. 

14.175. T)o you soo anything unsound in the pro- 
position that Sir Henry Strakosch has put to you? — 
I see nothing unsound in it at all. 

14.176. (Chairman.) There is nothing you would 
like to amplify? — No. I hope I have made myself 
clear. 

14.177. (Chairman.) We are very much obliged to 
you for your assistance to-day. 


(The witness withdrew.) 
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Lord Bradbury or WinWord, G.C.ll., called and examined. 


14.178. (Chairman.) You were at one time Joint 
Permanent Secretary of the Treasury and principal 
British representative on tho Reparations Com- 
mission? — Yes. 

14.179. You do not at present hold any ofliciul 
position P— - No. Of course, 1 am Chairman of the 
Food Council, but that is an honorary position. 

14.180. You have been kind enough to come nnd 
assist us this morning and there have been sub- 
mitted to you, I think, some docu ments* wh i ch hav e 

~~ *Soo AppenSx 96. 


liven circulated to the witnesses in order to pul.„ 
them in possession of some of the proposals ^hick 
are under consideration, and also certain questions 
which would indicate the matters which we 
particularly concerned to enquire into at this stage' 
in our deliberations. I understand you would 
rather prefer that wo should ask you questions 
which occur to us than to submit any memorandum 
on voui part P— Yes. T received the very intorcsst- 
ing "documents you sent to me. I did not attempt 
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to reply to what perhapB I may be permitted to call 
the somewhat formidable questionnaire, .partly be- 
muse 1 can make no pretence to he an expert as 
regard* Indian conditions. Of course, I do know 
something about currency from the world point of 
view and from the British point of view, ami I 
thought that my opinions might be of interest, and 
possibly of value on the more general question you 
had to consider; but at the same time 1 should not 
attempt to give any replies pretending to any 
authority in regard to the special Indian aspects of 
the question. 

14.181. I think we thoroughly understand that. 
Our questions can be directed with more advantage 
to the general aspects of our reference rather than 
to the more particular aspects requiring expert know- 
ledge of Indian conditions. Can j*ou assist us, in 
the first place, by tolling us how, in your judgment, 
you would describe on general lines the British 
system of currency and its basis? — The traditional 
British system of currency since the restoration of 
gold payments after the Fra neo-British war at the 
beginning of the 19th century and as established by 
the Bank Act, is the standard of a free coinage of 
gold and free convertibility of notes — what may lie 
called a simple gold standard and gold currency. 
That basis, of course, was temporarily abandoned 
during the late war, and we have now gone back to 
a system which is practically identical with the 
system which was com pic toil by the Bank Act of 
1884, except that for the time being, at any rate, 
we have not free internal circulation of gold. At 
present the Bank of England note*, instead of being 
payable in gold coin ns under normal conditions,, is 
by law payable ill bullion. The same is the position 
as regards the Treasury note. 

14.182. Then wliat is the legal basis for the gold 
value of the pound sterling? — The legal basis at tho 
present moment for the gold value of the pound 
sterling is that the Bank of England is by law com- 
pelled to give legal tender money in exchange for 
gold 'bullion, and to give gold bullion in exchange for 
legal tender money at a fixed ratio — at a fixed price. 

14,18ft. Tt is that which constitutes the fixed 
relation between the official paper currency and gold 
value?— That is so. 

14.184. Can anybody get gold coins for notes? — In 
practice, yes. The Bank of England is prepared to 
give gold in exchange for notes, 1 understand, ns a 
matter of fact; but at the present moment there is 
no legal obligation- upon the Bank to do so. 

14.185. We all know that practically it is not done? 
—No. At the present time there is very littlo 
demand for gold for internal circulation. The com- 
munity has become so used to the £1 note that 
perhaps it would hardly 1 m? too much to say that it 
prefers it to the sovereign. 

14.186. Now comes a question which you may have 
some difficulty in replying to, and which T may have 
a difficulty in framing; hut let me put it in this way. 
What would you consider to be the probabilities as 
regards the public policy of the country in relation 
to the return to gold circulation? — 1 should think it 
will ultimately be a matter of popular taste. From 
any serious economic or financial aspect I see 
no advantage whatever in an internal gold circula- 
tion. At the same time, if the community, for its 
own conv< nience, likes to circulate gold coins, and if 
the conditions of the gold market of the world and 
also tho internal financial conditions of the country 
arc such that what I may perhaps call rather an ex- 
pensive luxury can be tolerated without serious in- 
convenience, I should be wholly in favour of the 
restoration of the gold circulation to that extent — 
to the extent to which the taste of the community 
and the preferences of the community may desire. 
From any serious business or economic point of view 
I attach no importance whatsoever to the question. 

14.187. It would be useful for illustrative purposes 
if you could tell us whether it is possible to form any 
estimate as to what gold circulation would cost this 
country now. Have yon ever been able to arrive at 


any figure? — At a very rough shot, I suppose, if the 
custom of using gold for all the transactions below 
£5 and a large number of the transactions over £5 
which are not carried out by means of cheques 
bornino universal again, probably £100,000,000 
sterling of gold would he absorbed into circulation. 
The cost of it, therefore, can bo put to the country 
ns the interest on £100, 000, 000 cost of gold coin. 
That would be what J should call the national cost of 
it, plus the cost of the wear and tear of tho gold 
coinage and minus the cost of the notes displaced. 

14.188. Under existing credit conditions it would 
be something between £4,750,000 and £5,000,000 
per annum? — Yes; I should put it somewhere in that 
neighbourhood. 

14.189. Let me turn to another matter on which 
your assistance would he of great value. I want to 
ask you in general, on the question of the reserves of 
a central bank, as to the best way of constituting the 
reserves as regards the relation between their 
liabilities and assets. Various methods are in. use. 
I suppose tho two principal are (1) to have a 
fiduciary issue of a fixed amount, and (2) to have a 
fiduciary issue of a proportion of the total note issue, 
with some provision as to expansion in case of need. 
Could you give us any expression of your opinion as 
to tho relative merits of those methods, or of any 
other method of constituting reserves P— I find it 
rather difficult to give general opinion. The tendency 
recently has undoubtedly been to depart from what I 
may call tho traditional British method of u fixed 
fiduciary issue and a marginal issue covered £ for £ 
by gold, in favour of the method of requiring that 
there should always he gold cover for a certain per- 
centage of the total issue. The new German currency 
since the introduction of the Dawes plan is based on 
the percentage method. I have a very strong opinion 
that having regard to the special position of Great 
Britain in regard to international trade that the 
maintenance of the traditional method for this 
country is essential. I should ho very sorry indeed 
to see the percentage method adopted here. Whether 
in other conditions, such as those, for instance, 
operative in tho United States of America in 
particular, the percentage method is not a better 
method l should not be prepared to say. I think it 
may be. But 1 do think it essential if London 
is again to become a free market for gold, and also 
if tho .£ sterling is to remain, as it is, the sheet 
anchor, so to speak, for other currencies, the method 
of fixing your reserve? not according to your total 
issue, but according to the fluctuations of your total 
issue, giving full gold cover for the fluctuations is the 
right method for this country; but 1 base that 
opinion very largely on the special conditions of this 
country rather than on general currency principle?. 
I hope T have made it clear. 

14.190. I am not to put to you anything which, as 
you said, requires very detailed knowledge of Indian 
conditions, but, with your general knowledge of 
Indian conditions, could you relate what you have 
said in any way to India? — I should Bay, as regards 
India, a good deal would depend on the general 
currency policy adopted. If India wishes, as regards 
her currency system, to revert to the pre-war system, 
in which the rupee was closely linked to the £ 
sterling, then I think probably such gold cover as 
India w'ould require might quite reasonably 1ms a 
percentage gold cover. If, on the other hand, India 
desires to have an entirely independent standard of 
value of her own, and in no way to be dependent on 
the £ sterling, then I should be disposed to think, 
with the special conditions of India (though quite 
different from our own special conditions), more par- 
ticularly having regard to the very large fluctua- 
tions to which for economic reasons Indian currency 
is subject, that the wisest course for India, as for 
Great Britain, though for quite different reasons, 
would be to adopt the principle of a fixed fiduciary 
circulation, a certain fixed gold cover against that 
fiduciary circulation, and then a £ for £ cover or 
rupee for rupee cover for any excess over that fixed 
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margin. That would be my prima facie view, 
though, as I say, I cannot protend to any very special 
knowledge of Indian conditions. 

14.191. Wo quite follow that your opinion is that 
if India were to have a sterling exchange standard 
she should have a percentage cover; but if she had 
a gold standard of some form she should have a fixed 
fiduciary circulation ?— Certainly that would he my 
general view. 

14.192. What would be the reason which would 
lead you to that different course according to the 
different conditions? -My own view is that what 1 
may call the fixed fiduciary principle gives you a 
more certain automatic reaction under conditions 
both of expansion and contraction. With a per- 
centage cover, expansion tends to hecomu too easy 
and contraction may prove too difficult. Therefore, 
if you have a system under which you alone are 
responsible, so to speak, for the maintenance of your 
currency, it is very much better to have a system 
capable of rigid application. If, on the other hand, 
you have got what I. may perhaps call — I do not use 
tho word in any derogatory sense— a “ parasitic ” 
standard, that is to say, a standard for which you 
are not primarily responsible to the country which 
owns the standard — that is to say, an exchange 
standard then, after all, if anything really serious 
happens, it is the other man’s funeral before it is 
yours — I mean, ho is really responsible for main- 
taining your standard. 

14.193. In your view, the form of gold standard 

miller Indian conditions being more difficult t.o 
maintain, involving a greater element of risk, it 
requires a more powerful engine to support it? — .It 
really amounts to that, hut I should not put my point 
quite in that way. Roughly speaking, there arc two 
possible lines for a country desiring a stable currency 
to take. It can say either: We are disposed to 

make the arrangement by which our currency shall ho 
maintained in relation to what has hitherto been 
the most stable value in the world, the value of 
Mold. We arn not going to trouble ourselves about 
what anybody else docs, but what wo are going to 
do is to take care that our currency shall have the 
same value as gold. That is a possible jHilicy. If you 
iidopt that policy you naturally take the responsi- 
bility qua your own currency of maintaining a gold 
standard, and you are very much concerned with the 
movements of gold uud the price of gold. The other 
possible policy is to jaiy: Wo are perfectly satisfied 
with tho general currency policy, s ay, of Groat 
Britain or of the United States of America. We arc 
perfectly sure that Great Britain will not allow the 
£ sterling to get into trouble. We are perfectly sure 
that tho United States of America will not. let the 
dollar get into trouble. Therefore, we will take 
Mich steps ns may be necessary to secure that our 
currency shall have a .stable value in relation to the 
a sterling or tho dollar. If you adopt that lwlicy 
logically you need not trouble yourself about gold 
at all. The relation of the 43 sterling or tho dollar, 
as the case may bo, to gold is a matter for the 
Government of Great Britain or tho United Stnt<*s. 
You simply lay your plans on the basis of keeping 
your currency stable in relation to the particular 
foreign unit of value which you adopt for tho purpose 
Then the point on which you must concentrate is to 
secure that if you want to contract your currency 
you always liavo at your disposal supplies of pounds 
sterling or dollars, as the case may 1h\ U> buy up 
your currency, and see when you want to expand 
>»ur currency that you accumulate reserves of pound 
sterling or dollars with a viow to the period of con- 
traction when it comes. But you ceaBe to ho inter- 
ested in gold unless you think us a largo country 
should properly think, that having made use of a 
particular foreign currency that you owe a certain 
debt to the country whose currency you are making 
use of to assist them in maintaining what is then a 
common interest, the stability of the basic currency 
in relation to gold. 
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14.194. I gather, in your opinion, that were a 
country to adopt what you call in no derogatory sense 
a “ parasitic ” standard, say, a sterling exchange 
standard, it is still a matter for that country to 
consider as to whether or not to bear a hand in 
contributing towards the obligation to maintain the 
gold supply upon which the currency of both 
lountrics is based? — Yes; I think so for two reasons. 
The first, reason is this. If >1 might, follow the 
“ parasitic ” metaphor, perhaps it makes it clearer. 
The “ parasite ” naturally will wish to feed on a 
healthy animal. Anything which promotes the health 
of its host is of eouiv.o in its own interest, as well as 
in the interest of its host. 

14.195. I suppose there would he other minor con- 
siderations which would conic into account in 
toiisidering whether it was not necessary to keep 
some gold in reserve, even under a pure exchange 
standard; for instance, the provision of a butler 
between the immediate needs of the country and tho 
security market, in order to prevent too severe an 
impact upon the security market by the sale of 
securities? — Yes. -With an exchange standard, of 
course, it is a very important matter that your 
reserves held in currency on which your own currency 
depends should be sufficiently liquid, but that 
liquidity can bo secured without an absolute gold 
reserve l mean, the deposits at call in tho 
countries concerned and a good portfolio of hillt* of 
exchange payable in the basic currency, for the pur- 
pose ul immediate needs, are as useful as metallic 
reserves. On t.lm other hand, if aetual couverti-# 
hility of the note into gold is desired local reserves 
of gold would ho necessary to maintain that converti- 
bility. That is rather a separate point, hut from 
the standard point of view theoretically, 1 think, 
not an ounce of gold is required. 

14.196. You have been discussing the relative bear- 
ings of the gold standard ami an exchange standard, 
for instance, a sterling exchange standard. In your 
view', does a gold standard necessarily imply gold 
currency? — A gold standard, certainly not. 

14.197. I suppose wo might refer to the present 
Knglish arrangement as ail example of a gold 
standard without a gold currency? — For all sub- 
stantial purposes it is. There aro a few' gold coins 
still in circulation, but the total amount is 
negligible. 

14.19S. At present there is no legal internal con- 
\ ertibility ? That is so. 

14.199. You have been talking of those tw r o possible 
standards, the sterling exchange standard and tho 
gold standard without a gold currency for the 
moment rather from a general point of view. Could 
you deal at all with the relative advantages of those 
two standards for India? — 1 should think myself that 
the pre-war method, which was the sterling exchange 
standard, had proved by experience to he a method 
admirably suited to the needs of Tndia in normal 
times. Of course, there were certain influences 
arising out of the war that had very serious reactions 
upon Indian currency, but whether those reactions 
were the result of the fact that the sterling exchange 
standard, rather than the gold standard, had been 
adopted is a question upon which 1 should not like 
to dogmatise. 

14.200. Might I ask you to repeat the last part 
of that answer?- I should not like to dogmatise as 
to whether the troubles that arose in connection with 
Indian currency as a result of the war wero due in 
any largo measure to the fact that the pre-war 
standard was a sterling exchange standard rather 
than a gold standard. I think it might he possible 
to arguo that, if India had had a complete gold 
standard before the war she would have suffered less 
from currency troubles than she did. I think it is 
possible to argue that, but I do not think it is 
absolutely established. As L say, I cannot really pre- 
tend to have that detailed information of Indian 
conditions which would make my opinion of much 
value. 
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14,201. if I might ask you to speak for a moment 
train the? point of view of one with a unique 
know lodge of thn British currency system and the 
systems of Europe, what do you think would be the 
general interests of tho currency systems of the 
civilised world as between those two standards for 
India ut the present time. I mean, what would be 
tho bearing, in relation to the general currency 
systems of tho world, of tho adoption of either (a) a 
sterling exchange standard, or ( h ) a gold standard 
(without, for thn present, gold currency) ? — Well, the 
.adoption of an independent* gold standard by India, 
oven without gold eurrency, and of course to a very 
miu'li larger extent with a gold currency, would 
necessarily mean purchases by India of a considerable 
amount of gold for reserve purposes; that is to say, 
a certain amount of gold would have to be taken by 
India from the world market and locked up. From 
tho Indian point of view the cost is the interest on 
that amount of gold. From the general world point 
of view it means that other countries and tho yearly 
production of gold of the world have to provide tho 
amount of those reserves. I’litLing the amount 
required ut the figure that was in the papers which 
were sent to me that was a suggestion for a gold 
circulation of £100,000,000 sterling. 

14.202. That is on tho assumption that there is to 
bo the introduction of gold circulation? — Could you 
give me a figure which you have in mind for tho pur- 
pose of argument for the gold standard without the 
introduction of gold circulation? What addition do 
you think one should contemplate to the Indian gold 
reserve in those circumstances? T only just want a 
figure for the purposes of discussion. 

14.203. The best figure I can giro you for the pur- 
poses of discussion would be that for the establish- 
ment of a gold standard without a gold circulation 
there would be required 2.5 to 30 crores within a 
period of, say, 10 years? — Would you mind just 
translating that into sterling, because iny mind docs 
not movo vory easily in crores? 

14.204. A croro is three-quarters of a million, so 
that it is three-quarters of 30,000,000 crores as a 
maximum? — That would ho somewhere between 
£20,000,000 to £25,000,000? 

14.205. Yes? — Well, having regard to tho present 
distribution of gold in tho world I do not think tho 
taking olf the market, so to speak, of £20,000,000 to 
£25,000,000 would have any very serious effect. For 
a good many years to come the gold supplies of the 
world will certainly ho surplus to tho currency 
requirements on the existing level of prices. If I 
may put it in another way, I might put it like this. 
If tho United States Government (the United States 
being at the moment a very large holder of gold) saw 
fit to allow the American gold reserves to exercise 
their normal and traditional effect on the creation 
of credit, there certainly would be a very consider- 
able rise in dollar prices. That rise in dollar prices 
would be reilected in a general rise in all world 
prices. The liberation, so to speak, of the United 
States gold roservos would result in a new world 
price equilibrium considerably above the present 
world price level. For various reasons such a general 
world rise in prices does not suit the United States 
of America. Therefore tho currency authorities of 
the United States have with very great skill taken 
measures to prevent the large accumulation of gold 
which exists in America from having its full effect 
on American prices. There is a certain amount of 
gold, a vory considerable amount of gold, in the 
United States, which for credit purposes is sterilised. 
The United States would be very naturally willing to 
part with a considerable amount of that gold pro- 
vided they could part with it without a general rise 
of American prices, which would be reflected in world 
prices, and so would not be in the interests of the 
United States, because a general rise of prices would, 
of course, diminish the advantage it holds as a 
creditor nation. I take it, therefore, the United 
States would welcome the absorption of a consider- 
able amount of gold in the currency reserves of other 


countries and give facilities for its release. To part 
with £25,000,000 or even £100,000,000 of gold to 
India would, from the United States’ point of view, 
be an extremely good bargain. It would be useless 
gold got rid of. I think even £100,000,000 could 
easily be. acquired if India thought it worth her while 
to buy it for currency purposes without any real 
material effect on tho curroncy conditions of the 
world. 

14.206. We may take it generally that, in your 
view tlm central banks of Europe and of the United 
States would not ho sorry to see India helping to 
carry tho world’s gold reserves?— iWell, my own view 
is at the present moment that the main burden of 
carrying the world’s gold reserves rests on the 
shoulders of the United States of America, and as 
that country seems in as good a position to be able 
to afford it as any other country, 1 am quite content 
that it should stay there. 

14.207. It is a serious matter for India to con- 
sider whether it should interfere with so popular 
an arrangement for other countries?— From the 
point of view of other conn tries I do not think it 
is really very material whether tho United States 
transfers £100,000,000 of gold to India or keeps it 
itself. For a good many years to come, if my 
theory is correct, the value of gold will have to be 
nisi in taiiKMl by delibersito action on the part of the 
United States of America, that is to say, the United 
States will have to hoar loss of interest on the 
surplus gold of the world, except to the extent to 
which other countries may be willing to accept part 
of that loss for the purposes of obtaining a gold 
backing to their currency. One cannot *peak 
statistically in regard to this mutter. It seems 
probable that from the course oF events since the 
l>awes plan came into operation that Germany will 
absorb for the purpose of reserve a much larger 
amount of gold than at one time 1 thought was at 
all likely. That will relieve the burden on the 
United States. If India does the same, that will bo 
a further relief, and a point will ultimately come 
at which tho American gold reserves are not more 
than sufficient to maintain the existing price level 
and the normal lmsis of credit in America. When 
you get to that stage, then the work! gold market 
in the old sense will have been restored and prices 
will depend largely on the amount of new gold com- 
ing from production, but so far as I can see it will 
he a good many years before the visible supply of 
gold has really its normal effect on world prices. 
T think there is that large cushion of unnecessary 
accumulated gold in America which will take many 
years to absorb, though the pace at which it wiil 
ho uRsorhcd depends largely on the currency policy 
of other countries. As J said, Germany is absorb- 
ing a good deal more than 1 expected. If Tnd’a 
absorbs another pocket, that will accelerate the time 
at which tho free gold market in the old sense is 
restored, and then there may be all sorts of events 
in Russia and China which one cannot foresee. It 
is not a subject on which prophecy is at all safe. 
All I should be prepared to say is that at present 
there is a very large margin of gold in the United 
States of America which will huve to be absorbed 
before tho visible supply of gold in the world again 
has any appreciable effect on the general price level. 

I hope I have made my view clear. 

14,208. Very clear. As regards the surplus supply 
in the United States, is it possihlo to make any 
calculation ns to the period within which the normal 
expansion of population and trade in the United 
States would absorb that surplus supply? — Well, I 
should much prefer that question should be put to 
a professional statistician. I should not like to 
hazard a guess myself. 

14,209 We have had some statistical information 
put before us as to the future relation between the 
world's supply of and the world’s demand for gold 
for monetary purposes. Is that a matter which I 
should ask you about or not? — I certainly should 
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not bo prepared to speak dogmatically about it. 
Tndoed, 1 am not at all sure that it is a very profit- 
able subject for speculation, because so much depends 
on the currency policy adopted by various countries. 
Under modern currency conditions the real demand 
for gold is a demand for reserves rather than a 
demand for circulation. The volume of the reserves 
will depend very largely on questions of policy. 
This very question you are discussing as to whether 
India should take £100,000,000 sterling or abstain 
from taking £100,000,000 sterling is an example. 
In n free market, apart from the considerations to 
which I have been calling your attention in the 
case of the United States, if you had an absolutely 
free market for gold, ami no surplus gold looked 
up as it is in Amerien, of course a change in demand 
by £100,000,000 would make an enormous difference 
to world prices. The thing depends very much on 
decisions on policy by countries like India and 
donna ny, and ultimately Russia and China, so that 
I doubt whether it is possible for anyone, even one 
possessing far greater statistical knowledge than T 
hare, to speak with anything approaching dogmatism. 

14,210 I understand you go so far as to say that 
a demand for, say, £100,000,000 of gold for India 
would ho a substantial, perhaps even a decisive, 
factor in determining the relation between the 
supply and demand of gold -and the effect of that 
relation upon general prices? — -Yes, subject to this, 
that so far a« T can judge, if such a demand were 
made within the next few years it could bo supplied 
and would bo supplied from tho surplus reserves of 
the United States without any serious disturbance 
of world prices, owing to the special conditions 
existing in the post-war world. If the pre-existing 
distribution of gold were normal and tlie credit 
systems of the world generally were based on tho 
supplies of gold in the respective countries, then I 
should regard such a demand as a very disturbing 
factor indeed. The reason T do not regard it as a 
disturbing factor at the present moment is that 
there is in my view this surplus in the United Status 
which could bo obtained, so to speak, by a special 
arrangement. 

14.211. Tn that connection you have had put before 
you that plan which you have already referred to 
for the establishment of a gold circulation in India 
by obtaining the credits for further gold in London 
and in Now' York and for a concurrent sale of silver. 
Would you bo prepared to express an opinion as to 
the effect of the prfiposnls for tho sale of silver upon 
tho countries which have silver interests, and in 
particular upon the United States? — Well, one knows 
generally that tho silver market in the past lias been 
rather a narrow market, and T should imagine that 
large sales of silver would certainly lead to a general 
fall in the gold value of silver, but that is a subject 
on which the bullion market could speak with very 
much greater authority than I can. T enn only 
express a general opinion. I should think that, 
having regard to the W'orld demand for silver, in 
disposn of a largo amount of currency silver would 
be a very difficult proposition. 

14.212. If any proposal for raising credits for gold 
in tho United States were coupled with proposals for 
the sale of silver, that would ho an undoubted cir- 
cumstance which one might expect to have reactions 
upon the attitude of American opinion towards such 
a proposal? — I should not like to say, from my own 
knowledge, how far America is now interested in 
the valun of silver. Obviously, American interest in 
tho value of silver is very much loss than it was 20 
or 30 years ago. At the same time, I take it 
America would not look with favour to a serious 
depression of the silver market. 

14.213. What circumstances have tended to tho 
reduction of the American interest in silver? — Well, 
the fact, from the currency point of view, that silvor 
has teased to be really a matter of any importance, 
£nd the very large Government holdings of silver 
have been substantially reduced. 
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14.214. There is a question which T should inter- 
polate here which I meant to ask you before in con- 
nection with the bank; that is, as regards the 
constitution of a bank of issue which is in control of 
currency. What in your opinion are the relative 
merits of the Continental system of tho combination 
of the hanking and issue departments and the British 
system of separate banking and issue departments? 
- 1 think tho answer to that question really depends 
on the answer I gave to a question you put to me 
before. Witli the percentage cover, of course, it 
sikmiis to mo tho only practical arrangement is tho 
single department--! mean a banking department, 
which is also an issue department. On the other 
hand, with the traditional English system of the fixed 
fiduciary issue and pound for pound cover above it 
the separate issue department, is really, l think, tho 
accounting arrangement which reflects that system 
most intelligibly. I do not myself attach any very 
serious practical importance to the soparato depart- 
ments, hut 1 think with a pound for pound cover tho 
arrangement for separate issue department which 
keeps currency, .so to r>pcnk, in an entirely watertight 
compartment from hanking is the normal, natural 
and logical arrangement. 

14.215. Would you explain to us why it is difficult 
to have u separation of tho departments, if you have 
a percentage cover? — Well, the amount of your gold 
reserve with your percentage cover depends from day 
to day on tho precise amount of notes in the hands of 
tho public. The operations of your issue department 
could not lie determined except by the returns of 
your banking department. Von would have to hoar 
every evening from the banking department how 
many notes were in the hands of the hanking depart- 
ment in order to arrive at tho reserve which von had 
to keep in your issue department, unless of course 
you treated your banking department, for tho 
purposes of your percentage cover as tho 
public. If you did that, then you would, 
no doubt, bn able so to arrange your 
accounts by the control of tho amount of notes in tho 
hands of your banking department as to do very 
much what you likinl with your percentage cover, so 
that that really would not Ik.* a prnclicnl arrange- 
ment-. For the purposes of the percentage arrange- 
ment you must base your cover oil the notes out of 
control of the central hank. That being so, the whole 
operations of the central hank (both issue and 
hanking) really become part of tho mi mo machine. 

14,210. Would not it Ik* right to treat, the notes 
issued by this issuing department to the hanking 
department as tho liability? Tu that caso tho hank- 
ing department hy manipulating its banking reserve 
could, if it thought necessary, diminish a possible 
strain on the issuing department. 1 do not think 
the experiment of a Mcpurato issuing department, 
with a percentage cover has, in fact, ever been tried. 
1 cannot think of any ease. The division between 
issuing department and hanking department, certainly 
as regards large countries, is peculiar to Great 
Britain, and I have always regarded it as a corollary, 
so to speak, to a fixed fiduciary issue. 

11.217. Is there any administrative impossibility 
in the banking department keeping the issuing 
department informed concurrently as to the total of 
tho note issue? — None whatever, as far as 1 know; 
but* T am not sure that a separate return of tho 
banking and issuing departments in those circum- 
stances, or a separate account, would servo any 
really useful purpose. The essence, to my mind, of 
tho percentage cover system is to consolidate 'he 
whole of tho currency action of the central bank. 
Indeed, most of the advocates of the percentage 
cover arrangement, the late Sir Edward ITolden in 
particular, always treated that as the great merit 
of the percentage cover system — he always combined 
the proposals for the percentage cover with tho 
abolition of tho separate issue department. 

14.218. Let me put a general question on this 
hanking aspect. Under tho Indian system hitherto 
the currency note issue and tho control of tho 
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currency has been llio function of the Government. 
The Government lius been the currency authority. 
Wo have had in evidence a strong recoin ineiidat ion 
in favoiiT of the transfer of the control of the note 
issue to a central bank. What, in your opinion, are 
the advantages to be gained by such a transfer, in 
general? — I am in favour of the complete manage- 
ment of the currency and complete responsibility for 
tho currency, which is even more important than 
management, being given to an authority inde- 
pendent of the Government in all countries, hero as 
elsewhere, in normal times. 1 think that a very largo 
part of the troubles which certain Continental 
countries have suffered in regard to currency would, 
in all human probability, have been avoided if they 
had had central hanks with the same legal privileges 
which tho Hank of England has in this country. On 
tho other hand, it is not possible entirely to divorce 
the currency from the Government in times of 
national emergency, or in times of war, for instance. 
Then the Govern incut is bound to take control, and 
in very serious credit crisis tho Government has had 
perpetually to intervene even in this country. So 
that I should not class myself as an advocate of the 
theory that the Government should disinterest itself 
entirely from currency. Koine of the advocates of the 
central hank system have gone almost to that length. 
Hut I do favour a system under which tho Govern- 
ment should divest itself of what in the last resort is 
always a Government function, the control of the 
circulating medium, to an independent hotly of ex- 
perts, constituting a central hank, and tell thorn; 
“ We are giving you a- freo hand to manage this 
affair, and it is your responsibility not to get into 
trouble ”, If they do get into trouhlo ultimately tho 
Government will have to intervene. 

14.219. As a specific advantage it is put to us, for 
instance, that the concentration of tho hanking and 
currency reserves in a single hand conduces to effi- 
ciency and economy. Is that a substantial argument 
in your opinion?- Well, that again, I think, depends 
on your currency system. With the purely auto- 
matic gold standard system which we had in this 
country before the war I think any kind of con- 
centration of hanking and currency reserves is a 
mistake. I am wholly in favour of tho separation, 
in those circumstances, of the issue department and 
the hanking department as in the ease of tho Hank 
of England, and L am wholly in favour of the currency 
reserve being maintained quite independently of tho 
hanking reserve. 

14.220. That is a matter of accounting?— Well, in 
the case of the Hank of England you have a physical 
separation also. 

14.221. Hut ns a matter of administrative control 
and policy it is put to us that for the efficient serving 
of the financial interests of tho country the control 
of policy as regards currency and credit ought 
necessarily to he ill one hand, as tile two matters 
are practically one?— The monetary policy — I mean 
the question of discount rate, and so on- in the lever 
by which the value of the standard is maintained. 
The lever must he operated, at any rate, by a hanking 
institution. It is not always completely controlled 
by the hanking institution. The Government opera- 
tions in the short, money market necessarily have a 
very imp< rtnnt effect on the supply of credit, and 
sometimes a central hank cannot make its policy 
effective in the teeth of a particular Government 
policy. In those matters co-operation between the 
Government and the hank are essential in all cnaes. 

14.222. If there be two levers, the lever of the bank 
rate mid the lever of control of currency, it is put to 
us that those levers ought to ho operated by ono 
authority administering the policy from day to day 
with arrangements for co-ordination with tho general 
Government policy. Does that appear to you as a 
substantial consideration ?— Yes ; I think it is if you 
aro going to have a system in which there is any 
discretionary control of currency. The system which 
I advocate in normal times is a purely automatic 


system of currency. I mean certain things have to 
be done with regard to the currency on the basis of 
ascertained figures. What may ho called the control 
of currency as a discretionary matter does not exist 
at all. That, 1 think, is the wiser system. 

14.223. That is, such a system ns we have now in 
this country? — That T should say was perhaps rather 
the pre-war system. I think thut is truo of curroncy 
proper now. 

14.224. As distinct from the bank ratoP — As dis- 
tinct from the supply of bankers’ money. The 
supply of hankers’ money is a thing which, under 
present conditions is very much more a matter in tho 
hands of the Hank of England than it was in tho 
past. The very large holdings of the Bank of Eng- 
land in short-dated securities gives it an ultimate 
control of the money market very much greater than 
it had before the war. 

14,223. Aro you sufficiently acquainted with tho 
existing constitution of tho Indian currency reserve 
and the Indian gold standard reserve to express an 
opinion as to the policy which has been recom- 
mended to us of the concentration of those reserves 
into one?- -No; T am afraid I have not sufficient 
detailed knowledge of that to express an opinion of 
any value? 

14.226. I rather gathered you would be reluctant 
to answer any question as to the factors in Indian 
conditions which make it undesirable for an introduc- 
tion there of actual gold in circulation. — Yes; I do 
not think any opinion 1 could express on that would 
have any real value, because I am quite unacquainted 
with India. 

14.227. Is it possible to express any general 
opinion, apart from the circumstances of a particular 
rase, on the assumption that you have a percentage 
reserve, as to tho minimum percentage of gold 
securities which it is necessary and prudent to keep 
against the obligations of tho currency authority? — 
1 think that is the only thing that can ho ascer- 
tained by very long experience- I think prudence 
requires that with any new system you should place 
your percentage in the first instunco very high 
indeed so as to he prepared for any possiblo contin- 
gency- Then, as experience has born gained, you may 
he able to reduce it without danger; hut it dopends 
so much on the fluctuations of internal demand if 
you have gold currency, and also on tho rapidity with 
which international conditions may change. Ono 
knows that India’s internal trade is very largely 
influenced by the monsoons, and that it is subject to 
very violent fluctuations. Tho volume of external 
trade is liable to very extraordinary fluctuations as 
hot wee n ono year and anothor, and thcrofore I think 
it is perfectly clear that with a full gold standard 
it would he prudent that Tndia should keep a per- 
centage of reserve on tho percentage system very 
much higher than would he necessary, say, for a 
country situated like Germany or Franco. I do not 
take Groat Britain because Great Britain has certain 
international obligations which arise from tho fact 
that the £ sterling is tho basis of currency for other 
countries as well as Groat Britain, which makes the 
position wholly exceptional. I should have snid that 
a percentage reserve which would be sufficient for an 
old country in Europe would certainly bo insuffioiont 
for an independent gold standard in a country like 
India. 

14.228. Can you give any arithmetical expression 
to tho difference which you think it would bo neces- 
sary to make in view of the special circumstances of 
India?— No; I think it is extremely doubtful. With 
all theso currencies, I supposo in establishing a new 
system, one would try to aim at something not less 
than 40 per cent., or from 40 per cent, to 50 per 
cent-, and reduce it as opportunity offered after- 
wards- 

14.229. That is with countries which have had a 
gold standard? — No. After all, these percentages aro 
largely conventional. I do not think there is any 
particular scientific value in a particular percentage- 
Indeed, one object of your gold cover is to create a 
feeling of confidence. Therefore, you must ohoose a 
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figure which will carry confidence to people’s minds, 
if you are embarking on a new experiment, it is well 
to put the figure rather high. 

14.200. (Sir Henry Strakosch .) With reference to 
the practice in this country at the present moment, 
T believe you mentioned that the Bank of England, 
without being legally compelled to give sovereigns, 
would give sovereigns if demanded- Is that in fact 
the case? — I have never tried* 

14.201. Is it not rather that the Bank of England 
«s prepared to give sovereigns for export, but not for 
internal use?— I do not know. 1 think that question 
ought really to be put to the representative of the 
Bank of England. Anything [ said would be in the 
nature of hearsay evidence. 

14.202. I rather understand that is tho case to 
judge from returns which are regularly made by tho 
Bank of England where they state that so many 
sovereigns have been handed out for shipment to 
Singapore or elsewhere ? — >1 think the position is 
this. The Bank of England is bound to provide gold, 
under the new law, in exchange for notes. It is not 
hound to provide sovereigns. But if a person who 
desires gold in exchange for notes finds it convenient 
to take sovereigns, and the Bank of England finds 
it convenient to part with sovereigns, of course the 
Bank of England will give that person sovereigns in- 
stead of bullion ; hut T do not think that the Bank 
accepts a practical- it is certainly not under a 
legal — obligation to provide sovereigns even for 
export. 

14.233. Then with reference to the merits of a per- 
(<ntage gold cover system or the fixed fiduciary 
issue system, that is to say, the merits of the Con- 
tinental or Federal Reserve system and tho British 
system, you said that for this country the fixed 
fiduciary issue system is the preferable one ; hut is it 
not a fact that this system is far less clastic than the 
percentage cover system ? -Well, that would embark 
us on a rather long discussion. Of course elasticity 
or inelasticity depends not so much on tho actual 
currency arrange* merits as on the credit arrangements 
immediately behind it. The effect of an export of 
gold in this country on the supply of bankers' money 
is a good deal less acute than it might otherwise be 
owing to the separation of the two departments of 
the Bank of Englund, and the fact that the reaction 
through the hanking department provides a sort of 
buffer between the issuing departments of the hanks 
generally and the supply of credit. I think you get 
tho elasticity which # is wanted in the British system 
from the interposition of tho hanking department of 
the Bank of England and its credit creating 
machinery, between the rigid operation of tho issuing 
department and the general supply of money to the 
market. 

14.234. And, I take it, the great development of 
•loint Stock Banking and the system of payment by 
cheques? — Well, that operates both ways. The 
wrious effect of an expansion or contraction of 
currency in this country now is felt really in the 
supply of bankers’ money. 

14.235. That is to say, the expansion and con- 
traction in this country takes place to a far greater 
extent in cheque money or hankers’ money than in 
notes? — Yes; hut the contraction in bankers’ deposits 
in the Bank of England immediately affects the 
amount of cheque money generally; that is to say, 
the banking deposits, because according to the 
ordinary conventions the banks have to regulate the 
amount of their deposits according to tho amount of 
cash reserve, including bankers’ credits to the Bank 
of England. 

14,230. Might it not be said that so rigid a system 
i* possible without inconveniencing the country 
simply because the credit and cheque system is so well 
developed in this country?— Well, l am not sure that 
1 agree there. I think the interposition of the bank- 
mg department of the Bank of England between the 
Joint Stock Banka and the issuing department 
certainly mitigates the effect of expansions and oon- 
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tractions of the currency; but I think the fact that 
the circulating medium of tlio country is so largely 
a cheque medium, in spite of this buffer of the bank- 
ing department of the Bank of England, means that 
changes in the volume of currency act very severely 
on the supply of bankers' cash. 1 think that the 
fact when you have a contraction its effect upon the 
supply of hankers’ cash is multiplied, so to speak, 
in terms of deposits to perhaps nine times, the exis- 
tence of the cheque system rather tends to intensify 
the effect of currency contraction. 

14,237. Both ways * -Both ways- to /intensify it 
rather than to mitigate it; hut you gel mitigation 
from the interposition of the hanking department 
of tin* Bank of England. 

14,23K. Would you please tell us why you think 
that a similar system would probably lm preferable 
for India, having regard to the fact that India at 
the present moment is not endowed with a very 
adequate hanking organisation? — Well, I think if 
India is to have a gold standard of her own indepen- 
dent of anything else, it is essential for the working 
of that gold standard that the forces that are re- 
quired to maintain the gold reserve and to adjust 
tho disturbances in international equilibrium should 
operate with very great certainty and very great 
precision. As I was explaining a miiiuLe ago, in 
India they will operate very largely directly oil the 
circulating medium. Therefore, you do not get that 
multiplication in their effect which you get in this 
country through the bankers' reserves and the 
Bankers’ cash. Therefore, I think if India is to have 
an independent gold idamlard it is necessary to have 
an arrangement under which fluctuations in the gold 
reserve will net very immediately on credit conditions. 
I hope 1 have made myself clear. 

14,2**19. Yes, I quite follow you. But would not 
tho effect Ijn of making expansion and contraction 
much more difficult. As you know, .India's demand 
for currency fluctuates very widely. During tho 
busy season a great deal of currency has to he supplied 
if money conditions are not to ho disturbed, and in 
f.lio slack season a great deal of currency comes hack 
from circulation. In such a system as you envisage 
the issue of currency would have to take place oil a 
100 pel 1 cent, gold cover which would have to he 
imported, and in the ordinary course of things could 
only he imported when the export goods are leaving 
the country, that w to say, when they have been 
reaped. In the interval the demand for currency is 
there. How do you think that could he supplied 
if it is all to he issued only against 100 per cent, 
gold? — 4 take it that could he met by allowing a 
certain amount of fluctuation in your gold reserves, 
that is to say, when the normal seasonal demand for 
currency was the highest. 

14.240. But you could not do that?— No, perhaps 
not. 

14.241. All your notes would be issued on a 100 por 
cent cov^r except the fiduciary part?- d think cer- 
tainly if that, seasonal fluctuation is very large, that 
is an argument for some special arrangement for in- 
creasing the fiduciary issue during the period of 
seasonal demand, or possibly for adopting sonio 
modification of the percentage arrangement, rather 
than tlio pound for pound cover. I think that is 
true. Thin is an aspect of tho question which has 
rather come to me at a moment’s notice, but 1 should 
rather prefer, speaking off-hand, an arrangement for 
a special seasonal increase of the fiduciary i*«uo 
rather than departing from pound for pound cover. 

I do not much like the percentage system. 

14.242. Because of its accentuating effect upon 
expansion and contraction? — Yes. 

14.243. You would suggest that there should bo 
latitude given for seasonal expansion. As you know, 
the expansion stands in a definite relation to tho 
volume of the harvest and the money value of the 
harvest. Would it not bo very difficult to lay down 
a rule under which that expansion is to take place P 
— 1 think it would be very difficult. 

E 4 
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14.244. Would not tho balance of advantage) lie on 
the side of a percentage system in those circum- 
stances with, it you, like, stringent rules for tho 
size of the gold cover to be maintained ? — Yes, I 
think probably it would. 1 am all in favour of 
simplicity in currency arrangements. Any kind of 
arrangement that is unduly ingenious, I think, tends 
to break down by its own weight. 

14.245. Then with reference to the surplus gold 
in. the United States, you said that if £100,000,000 
sterling were withdrawn now or in the immediate 
future, that would not affect the world price of 
gold, that is to say, gold commodity prices tho world 
over, because America has a great deal of redundant 
gold. Tf the tendency continues for European 
countries, and possibly countries in Assia, like 
China, to adopt the gold standard and gradually 
to draw away from America that surplus in order 
to restore their reserves, would not that have a pro- 
nounced effect upon gold prices if the gold pro- 
duction does not keep pare with it? -Undoubtedly. 
If the world generally takes to wliat I may call 
hoarding gold, as a short expression — you under- 
stand what I mean — and each country when it 
returns to the go 1<1 standard adopts a very safe 
system of gold reserve, I have no doubt that the 
general world demand for gold will rapidly over- 
take the supply, and wo shall see a tendency all 
over the world towards falling prices. I do not 
think you can get away from that. 

11,240. Could you tell us whether the tendency 
now in Europe is for countries, which have 

temporarily departed from the gold standard, to 

restore it and to restore their gold reserve? — Well, 
the only country, i think, that has made any 
demand on gold that is very material from the point 
of view of total volume of gold up to the present 
time is Germany. Germany has made, as I said 
before, very much larger demands than I personally 
had expected, but l think that is partly under 

American inspiration. 

11.247. You do not know what the other countries 

are doing which have restored their currencies to 
gold? — T expect you have better information on 

that .subject than I have. My impression, subject- to 
your better knowledge, is that countries like 
Austria have absorbed a certain amount of gold, 
but the things are on so small a scale there that 
from the world point of view it is not very material. 

14.248. I had in mind Austria and Hungary. 
Hungary in particular has been absorbing gold 
lately?- Yes. My own impression is that the fashion 
at the moment is for these countries who have had 
their currencies very seriously disturbed to say : 
“ Well, lot us be on the safe side. J,et us supply 
ourselves very well with gold reserves, so that the 
follies from wdiieb we have suffered will not happen 
again.” L think as they get a little more nerve 
they probably will not make quite the same demand 
on the gold supplies of the world ns they incline 
to do at the moment. That is my feeling about it. 
Countries liko Austria-Hungary, which have parted 
practically with the whole of their gold, had to 
re-create their gold reserves. Take France. I 
cannot imagine that when France ultimately returns 
to the gold standard she will need an ounce more 
gold thAn she has at tho moment. 

14.249. Then, one other question about the basis 
of stabilisation of the fndian currency. You are 
probably aware that the rupee has been practically 
stabilised at Is. Gd. for the mutter of a year?— Yes. 

14.250. The pre-war par being in the terms of 
sterling Is. 4d.P — Yes. 

14.251. There is a divergence of view as to the 
point at which it would bo best for the rupee to be 
stabilised. What would be your own opinion about 
thntP — Well, I have a very definite opinion as to the 
proper policy to be followed in all cates of stabilisa- 
tion of currency. I do not think that from the point 
ot view of the ultimate state of affairs that point 
matters at all. I do not think that ultimately it will 


either benefit (India or bo detrimental to India if 
the rupee were 2s. 0d., Is. Gd., Is. 4d., or Is. Od., 
that is to say, when things have adjusted them- 
selves to the new value. Therefore, it seems to me 
that- the only material consider nti on in deciding on 
a figure is what figure can be reached given the 
itint us quo at tho moment with tho minimum of 
friction and tho smallost degree of inequity to 
existing interests. If you have had a rate of ex- 
change jjersistent over a fairly long period, 1 am 
pretty clear in my own mind that tho proper rate at 
which tho value should be fixed should bo somo* 
where in the immediate neighbourhood of that rate 
of exchange. You will then not interfere with the 
expectations of the people who have fairly recent 
contracts. On the other hand, if your stabilisation 
is of recent date, tho right figure might be one 
intermediate between the current rate and, say, the 
rate that was current 18 months before. There are 
some eases in which 1 should be disposed to tuko my 
late possibly on a three years’ average of exchange. 
In other cases I should take it at its current rate, 
particularly if it was a stable rate. 1 might propose 
to go a little above or below that owing to special 
conditions and considerations of expediency in 
relation to (say) the public debt, or something of 
that kind, hut I certainly should not try to adopt on 
any theoretical ground an arbitrary rate differing 
Very widely from the rate which tho experience of 
the. merchants has established. 

14.252. Would you say that stabilisation of tho 
external value of the rupeo for a year at Is. fid. 
must have conduced to an adjustment of internal 
prices to that external value? Would you say that 
a year is a sufficiently long period to establish that 
equilibrium ? — I should not like to say that quite 
dogmatically. I .should want to examine very care- 
fully the circumstances that had l»ecn maintained 
through that year. There might have been special 
circumstances that tended to affect the exchange rate 
or the external value, that, had not been fully re- 
jected in the price level. 

14.253. But on the whole you would lie inclined, if 
tho external value had been stabilised for a .sufficiently 
lung period, and if there were no special reasons 
against it, to stabilise at that point? T should 
start with a strong presumption in favour of that 
point. 

14,251. ( SirMnnrckji Dadahhtnj.) I understand that, 
in your opinion, tho fundamental basis of currency 
policy in England even to-day is* free coinage of gold 
and free convertibility? Not froo coinage of gold 
in England to-day, but free convertibility of the legal 
tender money into gold bullion. 

14,255. Into gold bullion only? — Yes. 

14,25fi. Not free coinage of gold? I understood at 
tho commencement that free coinage of gold was in- 
cluded in that category? — No; that was the pre-war 
system. 

14.257. ’It would not bo correct to say, as somo of 
the witnesses have told us, that England has only 
temporarily abandoned the policy of a gold coin 
currency? — It is impossible to prophesy as regards 
the future. I think for sentimental reasons we should 
lx very glad in this country to give anybody -wh.i 
desired to have gold coins, gold coins on demand; 
but I do not think we regard it, as I said in my 
evidence in chief, as being of any very serious im- 
portance from the economic and financial point of 
view. But we have our traditions, and the British 
sovereign is regarded with very groat affection by tho 
people, and if it could be given back to them, so 
to speak, without serious loss, I think everybody 
would welcome it. 

14.258. I want to make the position absolutely 
dear. Ain I right in inferring that this exchange of 
gold is not only given for foreign export purposes, 
but also for internal currency P — At present, of 
course, it is the settled policy of the Bank of 
England and the Government not to encourage the 
internal circulation of gold. The holder of a 
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Treasury noto or a Bank of England note, has no 
legal right to obtain the gold coin in exchange for 
that note at the Bank of England. 

14.259. But in practice it is given without 
objection if a party asks for it?— Well, J think that 
question should be put to the Bank of England 
representative i other than to mo. My impression 
is that the Bank would be very unwilling to refuso 
gold coin to a reasonable extent to anybody who 
came and asked for it over the counter; but l think 
>011 would have to take the trouble of making a 
personal journey to the Bank in order to get that 
gold coin. 

14.260. Them you stated that in ense liulia should 
go on the gold standard it should adopt a fixed 
fiduciary circulation, ns it would he a rigid brake 
on inflation. Oan you enlighten us as to the limit 
of this fixed fiduciary circulation? Tho amount of 
fiduciary circulation ? 

14.261. Yes. As I said, J am not prepared to 
speak definitely in relation to Indian conditions, but 
there is a general principle which applies to all 
countries as regards the proper maximum fiduciary 
circulation, and that is an amount which is less 
than the volume of currency which in the most un- 
favourable conditions of previous experience has been 
retained in circulation; that is to say, your 
fiduciary circulation ought to he well Inflow the 
ascertained minimum needs of the community. 

14.262. But to what period would you extend that? 
Would you extend it to any definite period to ascer- 
tain the circulation? Where the population is grow- 
ing and conditions were altering you would have to 
make allowances, hut in any ease it is a figure 
which must lie fixed on the safo side. In deter- 
mining the fiduciary circulation 011 the principle of 
a rigid currency you must say what is the lowest 
quantity of currency which it is conceivable that 
the community should lie able to carry on with. Then 
your fiduciary issue must he fixed below that figure. 
It would necessarily he a guess to make a precise 
estimate, of course. 

14. 263. is any prohibition or limit fixed in 
England to the utilisation of the reserve so that it 
should not go below a certain figure? -No; the last 
£ can be called upon if necessary. 

14.264. The last £ is available for that purpose 
if they want it in this country ? -Yes. 

14.265. You also stated in answer to the Chairman 
that tho gold exchange standard was admirably 
suited to the Indian currency system before tho 
war, and you further added that it is possible to 
argil® that- if Tndia had had the gold standard 
before the war it would not have suffered losses to 
the extent that it has suffered them. In view of that 
opinion, urn I right in concluding that you would 
not recommend a gold exchange standard for India, 
considering the dislocation iif trade, and the sub- 
stantial losses India sustained alter the w r ar? — T am 
in favour, most certainly, as regards India, and so 
far as T am a judge, of getting hack ns nearly as 
possible to tho pre-war conditions; that is to say, 
a standard which is based on sterling. 1 think, on 
the other hand, that India would be well advised to 
maintain on her own account very considerable gold 
reserves, partly, as I say, as a contribution to the 
maintenance of the joint gold standard of Great 
Britain and Tndia (as a duty she owes to that 
standard), and partly from tho point of view of her 
own protection. 

14 . 266 . Then, on the whole, you think it would bo 
to the advantage of India to go on to the gold stan- 
dard? — -Not a completely independent gold standard- 
I should myself recommend a sterling exchange stan- 
dard, plus what I may call an emergency gold reserve- 

14 . 267 . But if she is in a position to maintain gold 
reserves, and also to obtain gold in the market, and 
also able to fall back on the gold hoards in India, 
would you then agree that she should have a pure 
gold standard? — Would you mind saying what you 
mean by “ a pure gold standard ” ? 


14,26H. [ mean a gold standard as distinct from 
the gold exchange standard as it was understood 
before the war.— I should certainly be in favour of 
India maintaining a considerable part of her cur- 
rency reserves in the form of sterling rather than of 
gold. To that extent L should adopt tho oxchango 
standard; that is to say, that if India wishes to 
maintain her unit of value I should think she would 
he better advised <0 take tho initial action necessary 
towards maintaining it through the realisation or tho 
increasing of sterling reserves rather than direct 
dealings in gold. To that extent 1 am in favour of 
the exchange standard. On tho other hand, l think 
that ii India practically relies on the gold reserves 
of the United Kingdom, it is reasonable ouougli to 
expect that India should herself maintain a certain 
amount ol* gold for use on occasion as a buffer. If 
the Indian reserves of gold, say, at the time of tho 
war had been larger, it might have been possible — 
though hero again 1 speak with very great diffi- 
dence, because I have not followed the details of the 
matter — to have prevented the difficulties which 
sterling experienced during tho war, and more par- 
ticularly immediately after tho war, from reacting 
as acutely as they did on Indiu. The independent 
gold reserve of India would have been extremely 
useful at that time; hut though a currency system 
ought to he adapted as far as possible to obviating 
dangers in times of serious world-crises such as the 
war, after all the; main use of a currency system is 
to function normally in normal times of peace. 
Apart from these serious cataclysms, I think tho best 
and most economical system of currency (and after 
all economy is a matter of some importance to a com- 
munity such as that of Tndia) is one that depends 
primarily on a well-established world standard of 
value, such us the pound sterling. 

14,269* You have slated that if we require 25 mil- 
lion to 80 million in order to enable India to go in 
for a gold standard without gold currency, tho 
liberation of that amount by the United States would 
not seriously affect the gold position, and that it 
would he available? — That is my impression. 

1 1.270. Am l right in concluding that in your 
opinion America would ho glad to be relieved of tho 
embarrassment caused by holding an enormous sur- 
plus of gold which she could not possibly absorb for 
some number of years for internal purposes? — My 
own impression, from what I havo seen from the 
reconstruction of European currencies, and so on, is 
that America is extremely dissatisfied with tho 
volume of idle gold held in America, and that it will 
ho agreeable to America that an outlet should be 
found for 11 part of that surplus elsewhere. 

14.271. And it would ho agroeahlo that an outlet 
should ho found, even taking into account the small 
injury which would result from increased prices in 
America itself?— 1 do not think comparatively small 
fluctuations in the gold holding of America are likely 
to affect American prices. The supply of credit in 
America depends so much on tho more or less 
arbitrary action of tho Federal Reserve Board that 
a comparatively small inflow or outflow of gold is not 
likely to have any appreciable effect on internal 
prices. That is the way I read the situation. 

14.272. There is 110 real danger of increasing 
prices? It is only an up prehension ? -1 do not think 
gold movements of that kind are likely to affect 
world prices. [ give that opinion for what it is 
worth. I may he quite wrong. 

14,27.1. T 11 case Tndia wants these 25 million or 39 
million of gold, and she has to float loans in this 
country, will thero he any difficulty about obtaining 
credits either in London or in Tndia, in your 
opinion?— I do not know that I am very competent 
to express an opinion on that. 

14,274. But you will say this, will you not - that 
part of this gold ran he easily obtained from the 
United Kingdom? — I think a part would bo available 
from the production of the South African mines 
which normally comes here, and which, in the absence 
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of demands from elsewhere, such as India, would 
probably be sold to America. 

14.275. in answer to the Chairman, in discussing 
the silver question, you expressed the opinion that if 
a large quantity of silver coins were disposed of it 
would cause somo difficulty, and the price would 
depreciate. I presume that in expressing that 
opinion you have not taken India’s conditions into 
consideration- of which you yourself stated at the 
beginning of your evidence that you had not 
adequate knowledge? -1 only expressed that opinion 
very diffidently. 1 cannot pretend to be an expert 
in the silver market. 1 cannot form any impression 
of the amount of silver which the market could 
absorb without seriously affecting prices. It would 
be possible for the Commission to get very much 
better opinions on that subject than mine. Indeed, 
I am not sure really that 1 should have expressed 
an opinion at all. 

14.276. What 1 mean is that you are not aware 
of the potentialities of India for absorbing silver 
which would be dislodged by the currency? — I an 
not quite sure whether 1 follow you. I think tho 
point was this: what would happen to the silver at 
present in the form of coined rupees if it were melted 
down and disposed of? 

14.277. Yes — how it will affect the world price of 
silver? — I was assuming that a market would have 
to be found for that silver outside India. I do not 
know how much, if any, of that silver India would 
be prepared to absorb as metallic silver. That I 
know' nothing about. 

14.278. Speaking about the issue of notes, you say 
you are in favour of tho control of the currency 
being given to an independent authority in normal 
times. At tho same time you add that Government 
should not cease to interest itself in the currency 
system. Ain I to gather from that that you favour 
the handing over of the currency system to a Central 
Bank, provided the Government keeps tho power ot 
superintending its control in times of crises, or any- 
thing like that? — 1 think, in normal times, the less 
Government interference you have in currency 
matters tho hotter. At the same time, T am just i 
little afraid that, owing to the fact that Govern- 
ments throughout the world have of late years made 
rather a moss of currency matters, that very sound 
doctrine may he pressed to the other extreme, and 
that people may say that Government has no con- 
cern in currency at all. Of course, the Government 
must lay down the law which governs the currency 
in any case. In times of national emergency, as 
was show'll in this country at the outbreak of the late 
war, Government must interfere. I am all in favour 
of keeping tho interference of the Government 
within the narrowest possible limits; but at the same 
time I am not in favour of the ideas, wdiich nro tend- 
ing to grow* up now to some extent in some quarters, 
that the Government should simply turn a blind eye 
on currency and say it is not the Government’s con- 
cern. 1 think tho dangers of that are almost as 
great as the other policy of the Government trying 
to regulate what 1 may eull the commercial and 
technical side of currency. 

14.279. You are nw'uro of the present constitution 
of the Imperial Bank of India, I presume?— 
Generally speaking, yes. 

14.280. Suppose if wo are not in a position to go 
in for a Central Bank in tho sense in which Central 
Banks are understood, would you agree to the present 
Note issue being handed over to the Imperial Bank 
of India, provided Government maintains control and 
supervision over all the work and can direct the main 
financial policy of the Dank P — I hardly like to ex- 
press an opinion on that without much more complete 
knowledge of the organisation of the Bank than I 
possess, though I imagine that a Bank with the con- 
stitution of the Imperial Bank of India could easily 
by Statute be adjusted to the position of a Central 
Bank. I should not be in favour of creating a sort of 
separate department of a Bank which would act 


under Government supervision. 1 think that is a 
great mistake. I am all in favour of— indeed I think 
the main recommendation of entrusting the control 
of currency to a Central Bank is that the manage- 
ment of the Central Bank should feel a commercial 
responsibility for the currency. If they are under 
the control of an official adviser that commercial 
responsibility tends to disappear. 

14.281. Would you in that case still reserve the 
power of the issue of tho Notes to the Government of 
India, or would you prefer that the Bunk should issue 
in its own name? — I do not think that is of very 
material importance. I think tho question of whether 
the Note should be the promise of a Bank to pay or 
the promise of a Government to pay is largely a 
matter of public sentiment. 1 can imagine that in 
some communities the Government Note would be 
regarded as a safer thing than the Bank Note.. 

14.282. That question should be decided by public 
sentiment? — I think so. I do not think that is 
necessarily connected with the management of the 
issue. A Central Bank might have complete control 
of tho management of the issue but obtain its actual 
Notes from a Government currency commissioner- 

14.283. In answer to Sir Henry Strakosch, on the 
question of tho stabilisation of the rupee, you stated 
that the figure which we should fix should be reached 
with the minimum of friction and the smallest extent 
of injury to existing interests. May 1 request you to 
amplify those “existing interests”? Those existing 
interests may have been of some duration. They 
may have been inherited. There may have boon a 
period over which those existing interests were 
spread? — Any change in tho value of the currency 
unit tends to alter the comparative position of 
creditors and debtors, speaking generally. If your 
currency unit appreciates in value, you increase tho 
burden of existing debts. If it diminishes in value 
you diminish the burden of existing debts. As re- 
gards a long-term debt, if your currency unit has 
depreciated, the creditor lias suffered consistently 
over a period of years. On tho other hand, he may 
have capitalised his loss and transferred his credit to 
someone else at the diminished value of the crodit. 
Therefore, if you put your currency unit back to its 
old value you are making restitution to a person 
who has got the old credit at a bargain, and the old 
creditor gets nothing hack. So that the tendency 
is, over a series of years, for tho losses of the creditors 
on a depreciated currency unit, to become irremedi- 
able. Therefore the material thing is to see that the 
people who havu made recent contracts, so to speak, 
should neither gain nor lose according to their 
reasonable expectation. I should therefore not he 
very much concerned as to what the currency may 
have boon worth four or five years ago. Of course, 
with a depreciating currency one feels very great 
sympathy with the old creditor who has lost his 
money. With an appreciating currency one feels 
perhaps even greater sympathy with the debtor who 
is asked to pay in substantial value a good deal more 
than he contracted to pay; but owing to the fact 
that the vast majority- of debts are either new debts 
or old debts which have comparatively rocently 
changed hands, tho line of least resistance, and 1 
think also, the line of the minimum of inequity, is to 
stereotype as nearly as possible at the point reached. 

14.284. When you refer to this minimum of 
friction, do you refer to the friction caused to 
internal prices or to worldwide prices? — I was 
using the word “ friction ” then rather in the moral 
and political sense — the rate which will cause the 
least general dissatisf action. 

14.285. And not in the sense of affecting the 
internal prices or internal adjustments?-—! ought 
to have said at the time that I think, in considering 
your rate of stabilisation, you must bear in mind 
not only the current exchange, but the relation of 
infernal prices to that rate of exchange. That is 

• an important qualification. I do not think you can 
turn a blind eye on to it. I really dealt partially 
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with tlint in my reply to Sir Henry titrakosch, when 
I said 1 wanted to be quite sure, before I took the 
rate of exchange, that it was a rate of exchange, 
which had become really stereotyped. A part of 
the stereotyping, • of course, is the adjustment of 
interna 1 ! prices. 

14,280. You advocated the following of theoretical 
or arbitrary grounds, and one of the suggestions you 
made was to take a three years* average ? I said in 
certain conditions. T mean, if the exchange did not 
appear to me to represent the normal stable condi- 
tion, then that is an expedient I would try. 

14.287. Havo you special reasons for taking this 
three years’ average ?— No. 1 took it merely by 
way of illustration. I said 1 could conceive, in 
certain conditions that tho rate at which the 
exchange stood for the moment, or even it the rate 
had been comparatively stable for a year, would not 
bo the most suitable rate, e.g., if internal prices 
were very much out of relation to that exchange 
rate. Then, having eomo to tho conclusion, on 
general grounds of that kind, that the existing 
exchange rate was not a satisfactory system, \ might 
try whether a three years’ average of exchange 
migliL not give me a figure nearer to the figure 
which a general impression of the whole conditions 
made mo regard ns being an equitable figure. 

14.288. You are aware that exchange in India is 
more nr less manipulated. Even during tho last 
eighteen months hut for tho manipulations of the 
Finance Department of the Government of India, 
probably the exchange would have gone to Is. 7d. 
nr Is. Sd. Latterly it had a tendency to fall below 
Is. Cd. but by an announcement of the Government 
of India that they wero going to sell reverse councils, 
they have been able to prop up the exchange. In 
view of those circumstances, would an average be 
of any value? T think it is a little difficult to 
answer I cannot say how far I could concur in the 
view that the exchange rate has depended on the 
definite policy of the Government of India. With- 
out further knowledge of the circumstances I could 
not reallv express an opinion as to that; hut even 
if the actual rate has been determined to a large 
extent by the policy of the Government of Tndia, it 
is quite certain that the reactions of the rate, once 
it has been established, on prices and so on will 
have been very considerable, and though the rate 
mov in the first instance have been fixed more or 
less arbitrarily, in course of time the rate m Iix«mI 
arbitrarily becomes the natural economic rate. io 
what extent that has happened T am not. m a 
position to say. If it has happened pretty com- 
pletely, then T think that is the right rate to take. 
If it has not happened completely, then probably 
the best rate differs a little from that rate, and I 
should make such adjustments as I could, after 
consideration of internal prices. 

14.289. (Sir Alexander Murray.) Tn reply to Sir 

Mnnrckji Undubhoy, you said it might be possible to 
modifv the constitution of the Imperial Bank so ns 
to make it suitable as a central bank. As you know, 
there are different types of Central Banks. There is 
the type of the Bank of England, largely a private 
institution, not doing much commercial business. 
There is tho Continental type with a measure of 
Government control doing, to a certain extent, com- 
mercial business, and there is the United States of 
America Federal Reserve system. In India the 
Imperial Bank is the result of an amalgamation of 
three Presidency banks, as you are aware, and it 
was formed as the Imperial Bank of India with an 
obligation to create a hundred new branches in order 
tc. extend, hanking' facilities in has 

l»een taken to the turning of the Imperial Bank 
into a Central Bank for the reason that it is a 
private institution and at the same time it does a 
large amount of commercial business. C7an you 
express any opinion, as to the suitability of the 
particular type of Bank we might aim at as a 
Central Bank for India, keeping in view the 
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existing conditions in India? 1 am not sure really 
that my knowledge of Indian conditions, or of the 
precise constitution (of course, 1 know generally tho 
lines of the constitution of tho Imperial Bank) would 
make my opinion of very much value. However, 
the line on which prima facie, I should lie disposed 
if work, if the Imperial Bank is to lie made a 
Central Bank, would 1>© tho creation within the 
Imperial Bank of some sjiecinl Committee of 
Management- which should take charge of that part 
of the hank’s activities. 

14.290. i think in reply to Sir Maneckji Dadahhoy 

you indicated that it would not lie advisable io have 
one section of a hank doing a particular line of 
business?- objection at to a certain 

degree of divorce between what one may roughly 
call the Issue Department and the Banking Depart- 
ment. I am wholly in favour of that. 

11.291. You think it would lie impossible to so 
modify the Constitution of the Imperial Bank that 
it could carry on its commercial activities and the 
development of the hanking interests in India, while 
at the? same time becoming a hank of issue, or 
responsible lor the control and management of the 
currency? — I think it is very desirable that a central 
bank should hate considerable commercial activities. 
The commercial activities of the Bank of Knglaud, 
though not very great in volume, are very wide in 
range; and l think that those commercial activities 
have been extraordinarily useful to the hank in its 
functions as a Central Bank. The advantage of a 
Central Bank over a Government Department is, 
after all, that it is a hank which comes into contact 
with t lie commercial community. 

11.292. It has boon suggested in connection with 
I he creation of a gold standard in India that it 
might be advisable to limit the full legal tender of 
the rupee which, a * you know, is a token coin. Can 
\<ui express any opiniioii as to the possibility of 
having a gold standard in India, and at the same 
lime having the rupee circulating as full legal lender 
under the control of Government, who would Ik* re- 
sponsible for limiting the issue? I attach very litlhl 
importance myself to the limitation of the amount 
for which subsidiary coins aro legal tender. The 
essential point, of course, in regard to u subsidiary 
currency is that the total volume of the currency 
should he sufficiently restricted to prevent its ousting 
the standard coin, whatever it may he. So long as 
the volume of the subsidiary currency is kept within 
proper limits, then the question whether there il 
or is not a limit of legal tender, seems to me to 
l.o entirely immaterial. 

14,29:1. Keeping in view your knowledge ol 
Indian conditions, and tho fact that the rupee ha! 
been full legal tender for all these years, do you 
think it would he possible to continue the rupee ai 
full legal tender under a gold standard system?- • 

I see no objection provided that the total volume 
ot rupees is kept within reasonable limits. 

14.294. (rrafessor i'oynjve.) I am sure that when 
you spoke of a “ parasitic ” standard, you did no* 
mean it at all in any derogation of the gold exchange 
standard? It is more of an indirect gold standard, 
is it not? A gold exchange standard is to he taken 
more in tho light of an indirect gold standard? It 
is simply an indirect gold standard so long as what 
I may call the host of the parasite remains on the 
gold standard. 

14.295. Or, as you described it later, a joint gold 
standard of the two countries? — My use of tho 
word was perhaps rather unfortunate, although, as 
I said, l used it in no derogatory sense. 

14.296. You observed that if India adopted a gold 
standard of its own, then if a percentage system of 
reserve was adopted, the percentage would have fca 
b© very high, because we are going in for the first 
time for a gold standard?— Yes,— and, of course, 
there is the additional reason, that as ftfr as I under* 
atand Indian conditions, the currency requirement# 
of India are subject to very violent fluctuations. 
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14,297. If, on the other hand, the other system, 
namely, tho fidiicinry-ciitn-fiillcover system was 
adopted, then, of course, to start with, tho fiduciary 
portion would liavo to ho very small, because we do 
not exactly know what the normal absorption would 
he ? — Tho size of tho fiduciary portion would have to 
depend very largely on your policy in regard to 
your rupee issue. I have touched on that in answers 
to questions which were put; to me just lntoly. Tho 
more you maintain your existing rupee circulation, 
the less must he the fiduciary portion of the gold 
standard money. If India is adopting the principle 
of an entirely independent currency, certainly it is 
very necessary to err, if at all, very much on tho 
safe side. 

14,2!)H. Therefore tho fiduciary portion ought to 
he small? Yes, at any rate until exporieneo has 
been gained. 

14.299. So that in either ease, starting dr novo 
with a gold standard, there would a certain 
tendency to inelasticity. If the percentage system 
is adopted, then the percentage has to he large. If 
the other system is to he adopted the fiduciary por- 
tion has to be small. Therefore a certain amount of 
inelasticity must prevail during the early stages of 
the adoption of the gold standard on her own? 

I suppose you had tin* same kind of inelasticity in 
reality with the exchange system before the War? 

14.300. Except this that we knew' by long 
experience how big the going out and coming hack 
of the silver currency was, whereas with gold 
currency we should not. It has been argued that, 
owing to the unprecedented burden of debt on 
Great Britain, it might he difficult for that country 
to maintain parity between the dollar and tho 
sterling. Consequently it has been argued that the 
time is not yet ripe for Tndia to stabilise the ratio 
between the rupee and the sovereign. What is your 
view of that, position? — My view of the position as 
regards the sovereign is this that whatever may bo 
the financial difficulties of this country, our interests 
are so much bound up with international trade and 
international finance business, that the maintenance 
of the value of our currency is our primary financial 
interest, and 1 think wo have to make whatever 
sacrifices may he necessary to secure that main- 
tenance. Personally I feel not the least misgivings 
about it. It may he that our financial difficulties 
will lead to a general reduction in the standard of 
living in this country and very widespread distress; 
hut so long as organised government goes on in Great. 
Britain l feel no doubt whatever that tho full gold 
value of the sovereign will he maintained. 

14.301. (8 Ur Pu rshotamdas Thakurdas.) You said 
that the pre-war standard of India was tho sterling 
oxehnngo standard- Until 1914 it was understood to 
be gold exchange standard and tho sterling exchange 
standard came about with a depreciation of sterling 
from gold- Therefore what was understood to be gold 
exchange standard suffered when storling depreciated 
from gold? - That was so. 

14.302. It was called gold exchange standard no 
doubt liecnuso it was based not on gold hut what was 
believed to be gold securities. When however sterling 
ceanod to ho at gold point India was in the difficulty 
that the reserves intended for the maintenance of 
the ftold value of her currency wore no longer 
realisable in that value. Therefore India then shared 
the fate of sterling without that risk being either 
understood or foreseen when the gold exchango stan- 
dard was evolved. Thereafter India’s reserves got 
linked to sterling, and as sterling departed from the 
gold point, tho reserves which were invested in 
sterling depreciated from tho gold point too?— Of 
course there were special circumstances in connection 
with the balance of Indian trade which had disturb- 
ing influences, and at one period the rupee, so far 
from depreciating with sterling, actually appreciated 
in terms of gold. 

14.303. From the point of view then, of India, do 
not you think it is rather undesirable to link tho 
rupee with anything but gold P— It is purely a choioe 


of risks, I think. Certainly if a catastrophe hap- 
pen oil to the world, liko the catastrophe of twelve 
years ago, it is conceivable that very much the same 
thing might happen to sterling again. On the other 
hand, as I pointed out a momeqj ago, tho troubles 
from which India suffered on that occasion, though 
no doubt partly due to depreciation of sterling, were 
due to a very large measure to other economic con- 
siderations. For a long period the real trouble of 
India was not that her currency was depreciating, 
but that it was appreciating at an inconvenient 
rate; and that would probably happen again in the 
case of any catastrophe in which the Western nations 
of the world were involved, whotlier India had a gold 
standard or a sterling standard* I am not at all 
clear that the currency troubles from which India 
suffered during and after the war were primarily 
due to the fact that her currency was linked with 
sterling instead of being independent. I think a 
good many of these troubles would have happened 
anyhow. On the other hand, I do think that tho 
possession of more adequate gold reserves by India 
would undoubtedly tend, whether you have a full gold 
standard or a standard linked with sterling, to safe- 
guard Tndia from any danger that might arise if 
sterling got into trouble again. Apart from those 
catastrophes, however, we have to consider what 
happens under normal limes, with the world working 
ordinarily. There, it seems to me, India has an 
enormous advantage through adopting a sterling 
standard rather than a gold standard on tho ground 
of economy, because the reserves necessary to main- 
tain your currency at its full value — which must in 
the special circumstances of Tndia in any case b« 
very large — are productive reserves invested in tho 
London market in the caso of the storling standard 
in the main, while in the caso of gold they must be 
metallic gold which is locked up and non-productive, 
i am trying to look at the thing, as far as I can, 
quite impartially, though naturally one looks at it 
with English eyes, and rather insular eyes. I am 
trying to look at it quite impartially, and what I 
should say generally would ho that, in normal times, 
the advantages, from the point of view of economy 
uml facility of administration, of the sterling 
exchange standard are enormous. It has certain 
risks for India in times of emergency, but those 
risks might, I think, be guarded against almost as 
adequately by the koeping of a moderato gold reserve 
in addition to the normal sterling reserves, as by 
l lie adoption of a full independent gold standard. 
That is my general judgment. * 

14.304. Tint precaution would be much more com- 
plete with a full gold standard, would it not? — 
Naturally* 

14.305. Therefore a moderate* gold reserve held bv 
India, would, in case of any difficulty to sterling, 
he a bagatelle compared with what would be re- 
quired to support sterling? — That depends entirely 
on conditions. If the threat came to sterling, as it 
did in the course of the Inst war, through this country 
being involved in an international struggle which 
made nil enormous drain on its resources, then, with 
a very moderate gold reserve, if India herself was 
not involved and her economic position was satis- 
factory, India could if she saw fit, go for the time 
being at any rate on to the purely gold standard, use 
her supplemental gold reserves, and for the time 
being submit to the big depreciation of her sterling 
reserve, which would remain idle until times mended. 
Suppose that policy had been adopted by India in the 
time of the late struggle; suppose India had not 
followed the depreciation of sterling (in practice she 
did not) and suppose she had mado it a deliberate 
policy to maintain tho gold standard and husband 
her sterling reserves until such time as sterling re- 
covered she would have incurred no loss and would 
have been actually or well off as if she had had the 
full gold standard. 

14,300. That was not feasible, was it?— As I say, I 
cannot speak with any detailed knowledge of Indian 
conditions, but I take it that the actual disposable 
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gold reserve of the Indian currency at that time was 
comparatively small. 

14,307. Then the gold reserve which you recom- 
mend, in what appears to you to be the ideal system 
namely, the sterling exchange standard- i.e. invest- 
ments in sterling and gold for emergency purposes — 
would in any case not lie of much use to Engl anti, 
because the quantity of gold which India would have 
would prove very small compared with what would be 
required to support sterling. Evorj’thing counts, of 
course, but it would not bo appreciable, would it?—- 
Speaking for the English point of view I would say 
this. Many countries have taken advantage of tho 
high reputation of sterling as an international 
medium to lmse their currencies upon it. Quite apart 
from India, a good many countries have done that. 
Before tho war Greece had an exchange standard 
based on sterling. The new countries aro doing it. 
Part of the reserves of the Reich bunk are held in 
sterling and part in American dollars. [ would very 
much like all those countries to make an adequate 
contribution to the gold stock on which sterling, 
and ultimately their own currencies, to a large extent 
depend. But one cannot require them to do it, ami 
I think this country will have to face the obligation 
of maintaining the value of its currency in its own 
interests and in other people's interests. It is not 
entirely a quixotic action, because the fact that 
sterling occupies that position brings to this country 
very profitable business, and the profits of that busi- 
ness can be set against the costs of maintaining the 
reserves. The maintenance of these reserve* for the 
world in general is no mere generosity on the part ot 
Great Britain; 1 am not pretending that at all. It 
attracts profitable business, and this is part of tho 
outgo in connection with that business. 

14,. ‘10ft. The ground which you urge about economy 
in one which is common to all countries, hut very 
few countries fall back on that economy in their 
currency systems, do they? Always thoir first con- 
sideration is to have as much gold us they they can, 
and then when they have enough of it, they turn 
their eyes to interest on securities? -Yes. This 
country has always been extremely economical as 
regards gold reserves. For many decades wo did tho 
largest international trade in the world on what most 
people regarded as a wholly inadequate gold cover. 

14,:i09. You would not recommend India to keep a 
very keen eyo on tho interest that she would earn? 

I should recommend* India and any other country 
only to carry the minimum amount of idle gold 
necessary for safety. 

14.310. You would concentrate your attention first 
oil safety rather than on interest on reserves? Yes. 

14.311. You said that if India went on to a gold 
standard and absorbed gold that she would not, m 
your opinion, be upsetting world prices or conditions, 
but would help the ultimate normal adjustment 
which will take place when America has parted with 
her idle gold?— What L wanted to indicate wan this. 

I thought that the stocks of gold in America were, 
for the time being at any rate, so much in excess of 
American needs that very large amounts could be 
taken by India or by other countries, with the result 
merely that America would adjust her credit policy to 
compensate for this loss of unnecessary gold, and 
there would be no disturbance of prices,- at any 
rate no disturbance beginning at the American end. 
Of course that process can only continue until the 
surplus stock in America has been absorbed. Wien 
thb stock of gold in America has fallen to tho point 
at which it provides only an adequate metallic basis 
for the credit structure of America, then you go 
tho situation of what you may call a world fw* 
market in gold. If after that new demands arise 
anywhere, unless there is a corresponding increase in 
supply through the development of now gold mines, 
and so on, the tendency will be that the existing 
stocks of gold in relation to the domands on them are 
reduced, and you must get a fall in world prices. 


14.312. The stock of gold in America at tho 
moment is considerably bigger than the amount 
which India can want or can afford? — Yes. 1 should 
not like to hazard an opinion as to the amount of 
gold which America would bo willing to part with 
without feeling any anxiety; hut an American 
witness might give you that figure very much hotter 
than J. It is certainly very much in excess of any 
figures we have been discussing to-day. 

14.313. Regarding your outlook of gold price i 

under present conditions in Europe — prices of com- 
modities in gold— could you tell us what your 
opinion is. Are they likely to go down further, or 
arc they likely to keep stable round about tho 
present figure? — 1 think it is extraordinarily* 

difficult Lo hazard any kind of conjecture oil Lhe 
general trend of world prices. Universal experience 
has shown pretty clearly, 1 think, that with every 
largo war there has been a general rise in prices 
which has become stereotyped. Tho tendency of 
prices has always been upwards. 1 suppose it is 
the natural result of periods of widespread 
embarrassment that the debtor Lends Lo obtain 
relief in respect of the burden of his debts and tho 
creditor lias to accept n compromise. As we know, 
civilisation always runs on slowly rising prices. In 
the absence of a further catastrophe I should think, 
having regard in particular to the monetary policy 
adopted by America (which of course is a very 
important element in it), that the tendency for 
some time to come would probably bo towards 
stability at something like the present level; hut I 
speak very doubtfully about it. 

14,311. 1 understood you to say in reply to the 
Chairman that in your opinion a rise in gold prices 
docs not suit America at present, and you staled 
certain reasons, one of which was that America is a 
creditor country ami does not want to allow prices 
to rise any further?-- Does not want prices to rise 
any further. 

14,31 5. Yes, that is it. That tendency on the port 
of America is likely to last a fairly long timn is it 
not? — She will remain a creditor country for some 
decades yet? I should think it would need another 
world catastrophe to turn America into a debtor 


country. 

14,310. Therefore as long os America controls 
world prices tho probabilities are that there will 
not be any marked appreciation in world prices? — 
ft is very difficult to prophesy about these things. 
I think the currency system of America is such that 
the authorities can pretty well determine the price 
level as they like, irrespective of tho gold supply. 
On tlic other hand, there are naturally various 
interests in America. There are also sentimental 
considerations which weigh, and it does not 
necessarily follow that the policy which is being 
followed at the present moment will Im> persisted 
in over a period of ten years. There may he a 
change. There may he a movement in favour of 
easier money and higher prices in America, hut I 
see no signs of it at the present moment. 

14,317. Or for tho next ten years approximately? 
—It is a thing which might happen at any moment; 
you cannot tell. 

14,31ft. Regarding tho ratio, I understood you to 
«uy that you saw no harm ultimately whatever tho 
ratio was fixed at. Wien you said “ultimately 
I presume you meant when complete adjustments 


■o made? Yes. < 

4 319 Can you with your experience enlighten 
Commission as to the approximate time which a 
ntrv takes for complete adjustment?— I think 
v take place very rapidly. 

4 320. Would you put the period at a few years 
at a few months?— A few years at the longest. 
e thinks of the adjustments which have been made 
Germany, with the disappearance of the old 
rk and so on. Apart from shiftings in capital, 
ich is a much moro serious matter, os regards 
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the ordinary day to day transaction*, tho purely 
currency side of the German troubles is almost over. 

14.621. Can you tell us what are the main heads 
under which you would look for adjustments in 
routing to a decision on this matter? -I do not quite 
follow that. 

14.622. 1. mean the main heads under which you 
would look flor adjustments before deciding this 
matter. 1 presume, for instance, you would look 
for adjustments in wages and prices? — The two 
things I should take into consideration in deter- 
mining the ratio arc tho current exchange rate and 
wlmt 1 may call the purchasing power parity of the 
rupee, that is to say, what is its gold valuo for the 
purpose of buying things, including wages, in Tndia, 
and its oxcliango value. If 1 found those things 
approximately the same, then I should adopt the 
existing exchange value without any hesitation. If, 
on the other hand, I found a wide discrepancy, then 
I should he disposed to consider some figure probably 
intermediate ljetween the two. 

14.626. You said the purchasing power of tho rupee 
internally in regard to wages, and what was the 
other ? — And commodities — goods. 

14.624. Commodities, of course, would be decided 
by index numbers? — I suppose they are the only 
guide one has. 

14.625. Wluit woukl you go on for wages — for a 
fall in wages compared with tho appreciation in 
currency? — Wages ure extraordinarily difficult. One 
does not know to what extent real wages in India 
may ha\e altered through economic conditions within 
tho last ten or twelve years. 

14,620. I think your evidence would be of moro 
value, if l may say so, if you could give us your 
opinion on tho matter. Wo want to know exactly 
wliat would lie the general principle) that, would he 
observed in India as in any other country. How 
would you judge tho necessary adjustment of wages? 
Would you look at tlio wages of 1914 and say, 
“ When tho rupee was worth this , wages wore this; 
and when tho rupeo appreciated wages followed to 
this extent; and the rise in tho cost of living has 
been thin, and therefore there is an adjustment to 
be sought to this extent ” ?— Yea. 1 am afraid a 
problem of that sort cannot bo disposed of by a 
simple formula. 4 should feel a certain amount of 
confidence myself, 1 think, in adopting tho current 
rate of exchange if I found,, on examining the 
ordinary index table of commodity prices that the 
internal prices had adjusted themselves to that level. 

1 am not sure really— though, of course, the question 
of wages is of enormous importance— that we could 
get any kind of formula oil which you could bring it 
into the sum, so to speak, for tho purpose of making 
the calculation. 

14.627. Would you, then, in tho case of a country 
like India, where the main industry is agriculture 
give any consideration to Llie interests of the 
agriculturists who would suffer during tho period of 
an adjustment and until the adjustment is com- 
plete? They would got fewer rupees owing to the 
higher ratio? — l am not suro that anything they have 
buffered they may not have suffered already. That 
depends rather on the question how far the internal 
prices have adjusted themselves to the oxdhango 
level. If the internal prices have adjusted them- 
selves to Is. fid. exchange, then thero is no reason 
to suppose that stereotyping the exchange at Is. fid. 
will have any further effect on the internal prices. 

14.328. Regarding general prices, supposing the 
cost of living is 60 or 65 per cent, abovo the 1914 
level, nnd that the agriculturist who grows cereals 
is getting only 65 per cent, moro for his produce: 
what would you say? Would you say that he is 
suffering?— >1 suppose you cannot resist that con- 
clusion. 

14.329. Would that affect your decision ?— No, i 
think not, because probably the reason why he is 
suffering in that case is that thero has been some 
economic cause quite apart from currency considera- 


tions which has made agriculture less profitable in 
India, and I am not suro that the agriculturist would 
get any permanent advantage if you took a rate of 
exchange other than Is. fid. for your stabilisation. 
Ho might get a temporary advantage, but whon 
prices had adj listed themselves generally to the new 
level he would probably be again suffering the same 
handicap which he is at present suffering.. 

14,630. Then 1 take it your position would be tho 
same whether the rate was tho same as it has been 
for Llie lust year or whether it was Is. 8d. or Is. 7d. 
or Is. 9d. or Is. 5d. ? — Certainly. 

14.661. You would pay no consideration to the 
figure as such ? — No. The two considerations I should 
have in mind, in determining the rate, would be 
tho course of the exchange over a comparatively 
recent period, and the general level of priceB over 
the same period. 

14.662. You said in roply to Sir Maneckji 
Dadabhoy that wliethor the course of exchange was 
guided by manipulation or by natural factors it 
would not weigh with you? - Only to this extent* If 
the exchange had been governed by manipulation, 
uud if prices had not adjusted themselves to the 
manipulated exchange, then 1 should have been dis- 
posed to take wluit appeared to be the natural 
uumanipulated level of exchange, as indicated, by 
the level of prices, rather than tho current exchange 
rule. 

14,666. How would you arrive at that natural 
lininaiiipulated rate of exchange, may I ask? — -I 
should see what was the relation at the moment of 
Indian prices to world prices — wliat were gold prices 
in India, so to speuk. Then I should try to get a 
value for tho rupee which would make the rupee 
prices bear what appeared to be the normal relation 
between rupee prices and gold prices. Of course the 
thing cannot lie done quite simply, because naturally 
the things which Tndia produces will be cheaper in 
India than elsewhere, and the things which India 
imports will bo dearer in India than elsewhere. Still, 
it is not an impossible thing. Take, for instance, tho 
country which is very much to tho fore now', France. 
There is no doubt that on the general level of prices 
tho French franc is w'orth a great deal more than 
ono one hundred and fortieth of a £ sterling. If 
you could conceive an immediate effort being made 
to stabilise the French franc it would probably create 
a good deal less internal friction in France if you 
made your stabilisation rate, say, 120 rathor than 
140. That is the kind of thing I have in mind. 

14,664. In every European country financial 
experts have recommended those countries going 
hack to pre-war ratios wherever possible. I wonder 
il you agree that they should make efforts to get 
back to pre-war ratios as quickly as they possibly 
can, or as near to such ratios as feasible? — 1 am not 
quite sure that that puts it in quite the right way. 
The Germans, for instance, only got back to the pre- 
war ratio by saying that a billion marks should be the 
equivalent of one new murk. 

14,635. Is there any parallel between German 
currency and Indian currency? — No, I think none at 
all. 1 do not think there is any particular virtue 
in the pre-war ratio. 

14,660. Still Great Britain mado heroic efforts to 
get at the pre-war ratio and she got at it in spite of 
considerable protest from some pcoplo here? — 1 think 
that was owing to considerations quite peculiar to 
Great Britain, Great Britain’s position as an inter- 
national clearing office depends very largely on 
attaching an almost exaggerated sanctity to debts. 
It was very important iifdeed for Great Britain that 
promises by Great Britain to pay sterling should, 
whatever may have been their legal character, 
operate in fact as promises to pay gold. Therefore 
for that reason it was essential that we should avoid 
anything in the nature of shaking off a burden. 
Though we wore in the main only under contract 
to pay our own money, we had in substance to pay 
gold. That sounds very virtuous, but on the. other 
hand, you must remember that for every £ which we 
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owed to foreign countries, foreign countries owed us 
n very muck larger number, and it was ulso very 
much to our interests that in respect of these foreign 
debts we should receive a gold £ for every sterling 
£ that was owed to us. So there was an element of 
intelligent selfishness, as well as commercial 
morality, in the return to tho gold stundnrd. 

14.337. But for this, according to you, Great 
Britain might have left behind the pro-war ratio and 
stabilised it at something lower ? — She might conceiv- 
ably have done it if she had thought it to her in- 
terests to do so. There was at one time a school of 
thought which was very much in favour of having a 
new ratio to the dollar. 

14.338. India, with a Is. 6d. rate, would be the 
only country which has an appreciated currency over 
the pre-war ratio ?— I wonder if that is so? I think 
probably it is. 

14.339. We had it from an authoritative source 
that India is tho only country in the world with an 
appreciated currency over the pre-war ratio, every 
other country having tried to gut to her pre-war 
ratio. You do not think there is anything which 
would strike j*ou us peculiar about this suggested 
position of India? -I think the precise ratio in any 
case is a matter to bo settled entirely according to 
the enlightened view of the interests of India herself- 
By increasing tho gold valuo of tho rupee, it means 
of course that India is paying in respect of her 
foreign debts -not of course her sterling debts but 
those expressed in her own currency— more than she 
owes in terms of commodities. There is no doubt 
about that. That, prima facie , is a very strong 
argument against increasing the value; but there 
may be arguments, and I think thero arc arguments, 
in the other direction. 

14.340. Such as? — That to depreciate the currency 
now from the present figure of 1 h. 6d. to Is. 4d. would 
cause a disturbance of existing relations of debtor 
and creditor in India which would not be to the good 
of the community as a whole. That is the argument, 
but I am not expressing a view one way or the other. 

14.341. (Sir Jteyinntd Alnnt.) You lmvo expressed si 
preference for a fixed limit to tho fiduciary issue if 
the gold stundnrd is adopted. Would you contem- 
plate a periodical increaso in that limit as the 
volume of circulation grows? I may explain that 
tho circulation in India is increasing very rapidly; 
in fact in the last ten years the currency note circula- 
tion has about treble xl itself, and in actual practice 
we have a fixed limit to the fiduciary issue, hut it 
has boon periodically raised during the last ten years 
to keep pace with the increasing volume of Note 
circulation. — T see no objection to that at all. 1 
think there is a good deal to be said for varying the 
fiduciary issue from time to time when economic con- 
ditions have actually altered. 

14.342. And in connection- with the seasonal 
demands for currency, we have at present a system 
undor which the fiduciary issue is temporarily in- 
creased within fixed limits. When the Bank rate is 
6 per cent., it may be increased by so many crores. 
When the Bank rate is higher it may bo increased to 
a larger extent, and so on. In answer to Sir Henry 
Strakosch, I think you rather thought that the 
necessity for seasonal increases might necessitate the 
abandonment of tho principle of a fixed fiduciary 
issue; but the two aro combined at present — If you 
have an emergency increase of a fixed issue depend- 


ing upon the Bank rate, or anything of that sort, you 
do get some littlo distance along tho rood which 
leads you to the percentage criterion- Personally I 
much prefer the special arrangement for dealing with 
the seasonal fluctuations, combined with the fixed 
issue to a Hut percentage arrangement. I prefer tho 
arrangement you have described. 

14.343. That is tho arrangement in force at pre- 
sent, except that we have rupees as cover instead of 
sovereigns.— 'You could work it equally with the 
fiduciary part of a Note issue based on the gold 
standard. 

14.344. Tho presont system practically fits in with 
what you recommend. Just one other question in 
connection with tho separation of tho issue depart- 
ment from the Banking department if a Central 
Bank is instituted. 1 understood that, in reply to 
the Cliarimnn, you expressed some doubt whether the 
Bank should bo treated as a member of tho public in 
taking Notes from the issue department. Was that 
not go? -T think from the point of view of deter- 
mining the percentage you will have to treat tho 
issuing Bank as a single entity; that is to say, the 
circulation would huvo to be the total of Notes 
issued, less Lbe Notes in Lho Banking Department* 
That is, of eourse, the invariable principle in regard 
to American and Continental Central Banks. 

14.345. But they have not a separate issue depart- 
ment, have they? — No. | am rather afraid that if 
you treated the Banking Department as the outside 
public from tho point of view of Uie application of 
a percentage standard it would ho very easy indeed 
for the Central Bank to adjust matters as between 
the Issue Department and the Banking Department. 

14.346. There would ho no real check? it might 
be possible to devise a check, but I have never heard 
the percentage system advocated in combination with 
a separate issuo department. Tho whole of tTio 
movement for tho adoption of the percentage system 
in this country— which was associated with the mime 
of Sir Edward Holden - involved amalgamation of 
tho two Departments of tho Bunk of England. 

14.347. So it comes to this practically -that you 
cannot have a separate issue department if you have 
a percentage cover ? — \ should not put it quite so 
definitely as that, but* I think the machinery for 
adapting the separate issue department to a per- 
centage cover would havo to bo very carefully though!: 
out. 

14,318. No country lias succeeded with it, or has 
attempted it? -I do not think it has ever been tried 
so fur as I know. 

14.349. (Choir man.) Aro there any other matters 
into which wo have gone to which you would care to 
revert or to amplify? — No. I do not think so. 1 
have given you my views on tlieso matters for what 
they may he worth. I am afraid f have trespassed 
a little beyond the limits T laid down for myself, but 
] have naturally taken a considerable interest in 
Indian matters, and l found it rather difficult to 
abstain from expressing opinions when I liuvo been 
invited to do so. At the sumo time I do want to 
emphasise the fact that any opinions I have 
expressed in regard to Indian conditions are purely 
those of an amateur. 

11.350. (Chairman.) We havo to thank you very 
much for your most useful and ample assistance 
to-day. 


(The. witness withdrew.) 
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FORTY-FOURTH DAY. * 
Monday, 19th April, 1926. 


Present ; 


The Right Hon. KDWARI) HILTON YOUNG, P.O., D.R.O., D.S.C., M.P. (Chairman). 


Sir Rajkndranatii Mookerjee, K.C.T.K, 
K.C.V.O. 

Sir Noiu:ot Hastings Yehles Warren, K.C.l.K. 
Sir Reginald Mant, K.C.l.K., (US J. 

Sir Manetkji Bykamji Dadamioy, K.C.l.K. 

Sir. Henry Stiiakosch, K.B.K. 

Sir Alexander Robertson Murray, O.B.K. 


Sir Purshotamdab Tiiakurda&, C.I.L., M.B.K. 
M.L.A. 

Professor Jahangir Cooverjkr Coyajkk. 

Mr. William Kdward Preston. 


Mr. G. II. Baxter 
Mr. A. Ayangar 


(Srcrr.tnrics). 


The Right Hon. Montagu Norman, P.C., D.S.O., (Governor Hank of Knghind), and 

Sir Charles Addis, K.G.M.G. , rivalled and further examined. 


14,351. (Chairman.) Mr. Governor, when wo 
adjourned lust times, you were moisting us, with Sir 
Charles Addis, on the subject of a eureney standard 
for India. 

152. (Sir Curshotamdas Thakurdas.) Can the 
sterling securities in India's reserves in London he 
looked ujmjh as gold securities in the sense that they 
could he liquidated at short notice, if necessary? — 
(Mr. Mutituilu yormnn.) To the extent to which they 
could Ih» sold, they could be looked upon as gold. 

14.353. Could one rely upon selling those securities 
at comparatively short notice, depending upon the 
volume? — I have no particulars of the securities, but 
from what 1 believe them in general to ho it would 
depend entirely upon tho volume to be disposed of. 

14.354. Up to a certain limit it would not matter, 
hut over a certain limit it might? Jt is a question, 
as with everything else, of finding buyers. 

14.355. To that extent, therefore, gold backing of 
notes is always preferable to securities, is it not?- 1 
favour a division between the two; a gold harking 
alone is, perhaps, a counsel of perfection. 

14,350. You favour the other because it is more 
economical, as it brings in a return?— Yes, and 
because wo are at present in what 1 regard as a 
transition period, following the events of 12 years 
ago, and, as I tried to explain when I was hero 
before, we must in my opinion nil try to advance 
together via a gold exchange standard to a more com- 
plete gold standard; T am speaking particularly with 
regard to the covering of Note issues. 

14.357. You say that because wo are in a transition 
]>eriod you would recommend a division between the 
two, namely, gold and gold securities. W r hat would 
you recommend when wo are in a period which is 
outside the transition period— when we are in u 
normal period? — Do you mean what would I recom- 
mend ns the ultimate goal at which to aim? 

14.358. Yes?- A large proportion of reserves 
against j*our notes in gold. J do not think 1 can 
define the proportion at this moment, because that 
is ail ultimate and a hypothetical question. Of 
courso, when f speak of securities I refer to external 
securities. 

14.359. I understand. The sterling securities in 
liidia*s gold reserves here aro external for India, 
arc they notP — Yes. 

14.360. Tho difference between what you recom- 
mend for normal periods in India and what you 
recommend for the transition period is due to what 
particular circumstance? — It it* due in the main, l 
think, to the ill distribution of gold throughout the 
world. 


11.361. Then may 1 take it that you make this 
recommendation because you apprehend that if India 
did at present, or during the transition period, what 
you recommend for her as being good in normal 
periods, she might disturb conditions iu the financial 
markets of the world?— I think she would disturb 
them. 1 think all the countries of the world should 
move in co-operation towards gradually improved 
conditions. That is what I think we afio all trying 
to do. 

14.362. You would not ’approve of any greater 
restriction on India in that direction than what may 
exist for any other country in the world?— Generally 
speaking, no. 

14.363. I will specify whut 1 have in mind. Other 
countries in the world am able to draw gold for their 
favourable balance of trade. Would you consider it 
justifiable on the part of India to aim at doing the 
same? -There may bo occasions when such action 
would l»o regrettable, but otherwise I think it is quite 
justifiable. 

14.364. From what point of view is it to ho 
regretted?- -As 1 look upon it,- the chief object of 
gold to-day is to form the basis of international 
credit; and if India draws its trade balances in gold 
they may cease to be available as reserves for credit. 

14.365. Are any countries making any chango in 
that direction from what used to bo tho ordinary 
practice before tho war?— I am not aware that any 
other country is taking gold in that way and using 
it for a purpose where it is not available as reserves. 

14.366. 1 am sorry if I did not make myself clear. 
My question was with regard to the Government 
drawing gold for curronoy purposes in liquidation of 
halanco of trade instead of keeping tho balance here 
in .securities? — I understood you were speaking of 
tho balance of trade of India, of which a large 
amount in tho last year or . two has* certainly gone 
to India in gold. 

14.367. Yes, but that was on private account P — 
On whoso account I know not, but obviously it is in 
payment of exports. 

14.368. What is being done on private account can 
hardly bo helped, even though one may regret some 
aspects of it. No suggestion has been put before the 
Commission that this activity of India should be 
restricted. I however was on the question of what 
the Government may do. Instead of selling excess 
Councils here and retaining the proceeds in the form 
of securities in London, would there be any objection 
to the Government drawing suoh surplus in the form 
of goldP — For what purpose P 
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14.369. For the purpose of currency reserves? — You 
are speaking of the Govern njpnt of India? 

14.370. Yes. May 1 explain my question one step 
further? The Government of India would limit their 
remittances to that which was necessary for the 
Hoerotary of .State's requirements. Hey end that, 
when rupees were wan tod hy any Thinks they would 
tender gold and get rupees. Similarly the export of 
gold from India would lie free whenever the reverse 
course was necessary. There would bo a freo inflow 
and outflow' of gold. - -The inflow and outflow' of gold 
is free now, is it notP 

14.371. It is freo, but the Government do not 
operato on those lines at all. The Government keep 
illicit* reserves here in securities. — f hnvo said that 
1 look forward to a time when the note issues will bo 
gradually covered hy a larger and larger proportion 
of gold, and if tho Indian Note issue, in the way you 

’ have suggested, can bo gradually covered by a larger 
proportion of gold 1 should think that it was, 
generally speaking, an advantage, but 1 have tried 
to distinguish lietweeu the use of gold for such a 
purpose as that and the uso of gold merely as an 
import into India. 

14.372. (Chairman,) Sir Purshotamdas Thakurdas 
is clearly making that distinction, and wo understand 
that you are making the distinction too. 

14.373. ( Sir Purshotamdas Thakurdas.) Up to now, 
■at any rate, I did make that distinction. You said 
in your evidence to llie Chairman that you believed 
that gold might circulate in England w hen her inter- 
national position had bccoino so favourable as to 
raise exchange and canso a largo inflow of gold, thus 
strengthening the reserves to such a degree that the 
circulation of gold coin, an evidence of prosperity, 
would he practicable. 1 took those words down from 
your reply to the Chairman. May 1 ask if in your 
opinion India has at present a large favourable 
balance of trade, and whether her reserves at present 
can be considered to l>e strong? — She has had a 
favourable balance of trade, 1 hclievo, but f am not 
familiar with her reservo position. 

14.374. I wonder if Sir Charles Addis has any 
views on that? — (Sir Charles Addis): Thero is no 
doubt nliout her favourable balance of trade, and L 
should have thought tho credit position of India was 
unassailable. 

14,376. Do I understand that you also think that 
her reserves are at present in a strong position ? — 
You mean tho gold standard reserve and tho paper 
currency reserve? 

14.376. 1 mean are tho reserve funds of the 
currency department in a stroifg position? -Yes, T 
should think they were ample. 

14.377. The only other condition, Mr. Governor, 
that you named in vour reply to the Chairman was 
a higher exchange. India's exchange has lately been 
higher than the pre-war level. With those three 
conditions which you named being fulfilled, the only 
objection that can ho urged against India having 
a golil currency, is the consideration of other 
countries in the world. That is not a consideration 
which I minimise at all or which I would suggest 
minimising, hut is it not the only consideration? — 
(.l/r. Montagu Norman.) One moment. There are 
two things in that. I wan asked that question by 
tho Chairman, ajid I think 1 said the only answer 
T could make Svoiihl lie merely in the nature of a 
dream. I certainly used tho expression 11 dreaming.” 

14.378. (Sir Purshotamdas Thakurdas.) Yes, you 

did. 

14.379. (Chairman.) This is the evidence: 
\ (Q.) What period would you contemplate in which 

" it would be possible to resume tho convertibility of 
notes into gold in this country, and under what 
conditions?— < A.) Well, this is ‘dreaming, is not it? 
We are dreaming now. (Q.) If we are only dealing 
with dreams, I think it is hardly worth while to 
pursue it further. ” — T was speaking of a possibility 
not likely to be realised within my lifetime. 1 was 

56795 


not advocating that condition. I was looking 
forward to something that I could not at present 
foresee. 1 was speaking thero merely hypothetically. 
Therefore, I venture to say that no recommendation 
should lie deduced from it. 

14,3X0. (Sir Purshotamdas Thakurdas.) I do not 
want to read into jour very full reply on 29th March 
a single thing more than you meant. If 1 may say 
so, I have fully understood the gist of it. Whilst 
you were dreaming, as you said, .1 think you also 
said it was something you would look forward to 
and expect to work up to? Well, 1 do not know. 

I should l<x>k forward to it, may he, hut not 
as attainable in my lifetime. If I said that 
1 should work towards it, that is in lino with what 
I have already said to you this morning, that 1 
hope lo see a gradual move from the gold exchange 
standard towards tho gold standard. As regards 
your last question to me as to whether India 
should adopt this change at once hut for one par- 
ticular reason which you have named, L feel so 
deeply that the interests of India and of every 
other country are so hound up together that I do 
not care to contemplate or suggest that ono country 
should act independently of tho remainder, at any 
rate Lo more than a limited extent. 

14, 381. But you agree that India should not have 
any more handicaps than any other country? — I 
agree. - 

14,3X2. A witness before the Commission has said 
this: “ Tt is certainly a striking fact that tho Indian 
exchange is tho only important exchange in the 
world which Iiuh appreciated in terms of gold.” Is 
it correct, according to your knowledge, that Indian 
exilian go at Is. fld. gold in the cnly important 
exchange in the world which has appreciated in 
terms of gold? — I can think of none other. 

14,3X3. I understood you to recommend stabilisa- 
tion at about tho existing ratio ol Is. lid. gold? — 
T certainly recommended stabilisation. I have not 
any definite opinion as to the point at which 
stabilisation should take place; but generally speak- 
ing 1 am in favour of stabilising where you are. 
It is a pragmatic question. 

14,3X4. May T ask why India should stabilise in a 
manner which is quite exceptional for any other 
country, that is at a higher l ate in gold that before 
the war? Ts thero any special reason why India 
should stabilise at that point? — There is no special 
reason from my point of view except that I find 
her there. 

14,3X5. It does not matter, then, in your opinion, 
whether the present rate is stabilised hy natural 
means or hy something which is artificial? If I was 
aware of the existence of an unnatural position 
which lmd resulted from the adoption of exceptional 
measures, that might change my view; hut, as I 
understand it, though I have not studied the 
question, it has been generally speaking l>v natural 
causes that the Indian exchange has come to he 
where it is, and to remain there over a long period; 
and T see no reason to advocate that it should lie 
altered. 

14 ,.380. (Sir Purshotamdas Thakurdas.) As Sir 
(Diaries Addis dealt with this point fully before, 
perhaps he might like 4o say something now. 

11,3X7. (Chairman.) Perhaps you will repeat tho 
question. 

14,3HX. (Sir Purshotamdas Thakurdas.) May 1 put 
it to Sir Charles Addis in another way. Sir Charles, 
you recommended stabilisation at Is. 6d .? — (Sir 
Charles Addis): I did not. 

14.389. At tlio existing rate?— T did not recom- 
mend that. On the contrary, tny evidence was to tho 
eff eel that it would bo better to wait. 

14.390. (Sir Purshotamdas Thakurdas.) If I 
rememlier correctly, Sir Charles, you said on 29fch 
March you would recommend the Commission to 
watch, hut if India thought that the time wns oppor- 
tune for stabilisation you would recommend stahilisa- 

S 
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tion at tho existing figure. May I read to you your 
reply which I have in mind? It is in paragraph 
1 3,735. 

14.391. (Chairman.) Sir Charles Addis suid, “ I 
should wait, if I. weje the Government of India; but 
T do not feel very strongly about it. I do not doubt 
that if thoy wished to fix the rate at the present 
cj notation they could do it very well, f admit that 
if, for instance, they fixed the rato at Is. Od. 
probably no great harm would ensue. Rut 1 also 
think that- with prudence and caution there would 
ho no groat harm in waiting a little longer. T do not 
put it higher than that. You might be right in 
doing it now, but you would have a bettor prospect 
of being right if you waited some time longer." 

14.392. (Sir Punthoiamdus Thakurdas.) So that if 
it was to be done now, i understand that you would 
recommend it should he stabilised at Is. (kl.F- f think 
the misunderstanding arises in tho sentence, “ I am 
quite confident that if they fixed the rate at the 
present price they would do very well." Either that 
was not correctly reported, or at least it did not 
represent what 1 intended to any. 

14,333. Tam quite prepared to accept any modifica- 
tion. Tho modification is this — that I was confident 
that if they did fix it at Is. 6d. they could do it, 
hut the whole trend of the argument was that they 
should not do it. 

14.394. Supposing tho Commission came to tho 
conclusion that the time was ripe to stabilise; what 
is the rate you would recommend then? -My recom- 
mendation is that tho Government should lot 
stabilise now but wait until they aro satisfied that 
equilibrium between external and internal prices in 
Tndia has been established. For myself I do not lay 
much stress upon the argument based on the 
equivalence of wholesale index numbers. They are 
generally taken from Lite commodities which are 
interchanged boLwocn tho two countries, and there- 
fore obviously must be approximately the same. The 
real test is the exchange itself. .If that were settled 
for any considerable period, at any rate (I. do not 
think the actual rato is of primary importance), then 
that, T think, would he the rate to take. Tho reason 
for. waiting— which 1 tried to put before the Com- 
mission on tho last occasion — is that stability of 
prices in Europe is not yet assured. Prices in this 
country during tho last year have fallen botweeu 12 
and 13 per cent. There have been movements in 
America even more inarkiyl. Of many countries on 
the Continent of Europe it cannot yet be said that 
there is satisfactory proof of a state of price 
equilibrium having been reached. T think there 
wmuld he, not perhaps a great, hut an appreciable 
risk in fixing the Indian exchange until a greater 
degree of stability has been reached in Europe. 

14.395. There is, in your opinion, a risk of fixing 
too high a rate, and that immediately after that, 
should gold prices decline, Indian prices would have 
to go down from the existing level. That is the 
risk, is it not? -That is one of them. If exchange 
is fixed too high internal prices might ho too low; 
if fixed too low, prices might be loo high. 

14,396. . In order that I may understand exactly 
your position, may I put it in this way? If Is. 6d. 
ia fixed, and should there be a further decline in 
gold priees, Indian prices would have to mode, and 
that is undesirable. -T am not sufficiently conversant 
with conditions in India to give an opinion of any 
vaIuo ns to the present position of prices there. I 
am not sure how far they aro in juxtaposition to 
external prices. 

14,397. Ts your caution directed against further 
depreciation in prices in India or against a further 
rise of prices in India?- Tt is against neither. T 
w r ant to see the Indian exchange established at a 
point tho most favourable to the interchange of 
commodities at comparatively stable prices with 
foreign countries. The particular rate which 
Answers that purposo is not of primary importance. 


It is the price ratio which is important. The rato 
of exchange which fairly equates the two prices, so 
us to ensure the greatest economic advantage to 
India, is the rato to adopt. Rut whether that rate 
should bo Is. 6d. or Is. 8d. or Is. 4d. I am not in a 
position to judge; I do not know enough about local 
conditions. 

14.398. In fixing your ratio would you also take 
into consideration an adequate return in rupees to 
tho grower in India who grows the articlos which 
are interchanged? — I do not know how you could 
fix such a point. 

14.399. Would you give any consideration to that 
point? — T would, but I confess that phrases like 
" adequate return " and 14 a fair wage," and bo on, 
aro rather meaningless to me. I do not know just 
what meaning to aLtuch to 44 adequate return." 

1-1,400. What would you recommend the Govern- 
ment of India to do in the meantime? Supposing 
the Commission were disposed to follow your recom- 
mendation, atid wait. What should this Commission 
recommend tho Government to do in the meantime, 
bearing in mind that on the Statute Book there is 
an ineffective ratio of 2s. ? —I should recommend the 
Commission to advise tho Government to hold their 
hand until matters have become more settled in 
Europe before coming to a decision on the point, in 
order to allow the free play of exclmiigo to determine 
the point of equilibrium between internal and 
external prices. 

14,401. (Sir Furxhotamdns Thakurdas.) And in the 
meantime, to manage tho exchange as they have 
managed it during the last throe years? 

14,402-3. (Chairman.) Perhaps I ought to remind 
Sir Charles Addis of similar questions which were 
asked him on the previous occasion. Tho evidence 
was as follows: 14 What, in the meanwhile, should be 
the policy and the action of the Indian currency 
authority as regards the exchange? — (A.) 1 think the 
policy should bo as far as possible to mitigate tho 
seasonal fluctuations of exchange, but as regards tho 
more permanent movements, so far as theBe can ho 
ascertained, exchange should be allowed to take its 
course. ((}.) If one is to eliminate fluctuations that 
postulates that one has accepted so mo moan, does it 
not? — (A.) It implies tho adoption of some mean 
which, while it remains steady so far as seasonal 
causes are at work, is indeterminate as regards 
permanent or quasi-permanent economic effects; that 
is to say, the mean should be altered from time to 
time if it is found that trade is permanently tending 
in that direction. (Q.) Do you sec any dis- 
advantage to the prosperity of Indian trade in there 
being uncertainty a4 to what the mean was to he 
from year to year? — (A.) Certainty is always to ho 
preferred to uncertainty. ] only suggest that the 
certainty may be purchased at too high a price." 

14.404. (Sir Purshotamdas Thakurdas .) But, in 
reply to Sir Alexander Murray, Sir Charles said 
that the 2s. rato now on the Statute Rook docs no 
harm because there is a free inflow of gold — of 
course, on private account — and Indians are able to 
buy gold in the market. I wonder if Sir Charles 
Addis would mind rny asking him whether the 2 h. 
ratio does not provent importers of gold who wished 
to rculiso it from tendering it to thp Government, 
thus compelling gold to 1 k> in fact merely a com- 
modity, and whether that is not a serious handicap? 
— That is, of course, the fact. Whether it is a 
serious handicap or not I do not know. I should 
have thou glit not. I should have thought that so 
long as gold was free to come in and go out os 
a commodity the mere fact that it was being dealt 
with on the market instead of hy the Government 
would not make much difference. 

14.405. Supposing a bank has imported gold to the 
extent of £200,000, and that it is a genuine opera- 
tion, and supposing when they have got that gold 
to Romhny they find the demand for gold for tho 
time being slack, that gold which should, on the 
parity of Is. Gd., be worth 21 rupees 6 annas, or 
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whatever it iH y is nt 21 rupoos 4 annas (5 pies, 
because there have been a couple of accidents on 
the railway affecting the import of gold into up- 
couulry districts: What is the petition of that hunk? 
It has either got to innko a loss on that imported 
gold, or it has got to borrow on that gold at Hank 
rate. 1 am not suggesting something which is 
imaginary; I have in mind ono or two instances 
where people who held large quantities of gold had 
to borrow on it at Bank lute, when the Bank rate 
was 7 or 8 por cent., because the demand for gold 
in the Bombay market for a few weeks happened 
to be very slack. Ts not that a very serious handi- 
cap, and would not you, m a hanker of experience, 
recommend that state of things should Ihj put an 
end to as early as possible?— As long as gold cannot 
l>e taken freely to tho Government and sold at a 
fixed price, obviously that is a disadvantage to the 
importer of gold; hut the particular difficulties from 
which ho suffers aro not peculiar to gold os a com- 
modity, and I doubt if it could bo considered a 
serious handicap from the national point of view. 

14,40G. Do you think it is a thing which would he 
tolerated in any country?— That tho Government 
should not buy gold nt a fixed price? 

14.407. That tho Government should have a rate 
on the Statute Book which prevents genuine im- 
porters of gold from tendering it to the Government 
for currency purposes' — the only function of gold on 
which everybody has absolutely unanimous views? — 
But they can tender it to tho Government now. 

14.408. Can they? Would you tender it at 
10 rupees to tho sovereign, Sir Charles? That is 
another question. Tho first question was, can they ; 
and tho answer to that is, yes. 

14.409. 1 suppose tho answer would lx 1 the same 
if tho statutory rato made the sovereign worth 
5 rupees. It is not the possibility, it is the practica- 
bility of it which matters, is it not? -The 
practicability matters from the importer’s point of 
view, hut tho rate, having been fixed at 2s., 1 do 
not sec what the alternative is. 

14.410. The only remedy is to do something which 
will not drive gold into tho position of being a 
commodity?— To do that is to fix tho gold content 
of tho rupee, and that is tho very point on which 
T have given evidence to the effect that 1 think 
it is hotter to wait. Tho particular hardship (I 
do not think it is a very serious one) must continue 
until the Statute is hltered. 

1.1,411. If you say you do not think it is a very 
serious hardship, I have nothing more to say. I 
am only asking whether it would he tolerated in any 
other country. Do you know of any other country 
in which goid has been dealt with in the manner 
m which it has been dealt with in India in the last 
two or three years? — No, I do not, hut there are 
no other countries of which it can ho said that the 
conditions are the same as in India. . 

14.412. What are the exceptional circumstances in 
India which justify such a state of affairs which is 

•not in voguo in any other country?- There is one 
obvious difference, namely, that the silver .rupee in 
India enjoys full legal tender. That is an important 
difference. 

14.413. But surely that has no hearing on tho pre- 
sent question. There are 90 croros of rupees in the 
Government Currency Offices. Tt is more a dead 
weight than anything else ?— I do not agree. In fix- 
ing exchange, tho fact of a full legal tender silver 
coin circulating along with a full legal tender gold 
coin does create an additional difficulty. 

14.414. Would that difficulty involve keeping a 
dead ratio on the Statute Book for many years more? 

-~T hope not. . 0 T * 

14.415. That difficulty will always be there?— If 
the silver rupee remains full legal tender. 

14.416. Yes. If I remember correctly, you 
recommended that the legal tender quality of ino 
rupee should not be interfered with? Yes. 
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14.417. Therefore that difficulty, according to your 
view, will always be there. Would it involve our 
having an ineffective ratio on tho Statute Book for 
ever ? — No. 

14.418. At what point would you recommend a 
change?- ] have explained more than once, hut l am 
quite ready to do so again. The point at which I 
should fix the exchange would bo that at which 
sufficient experience shows that prices in India aro 
properly equaled with prices out of India. 

14.419. What 1 meant was, at what point from 
the legal tender of the silver rupee point of view 
would you make the change?- -At tho point at which 
you determined the value of tho silver ruj>ee in terms 
of gold. With regard to your other question, 1 gave 
tho legal tender of the silver rupee as an instance 
of tho difference existing between the Indian currency 
system and the currency systems of other countries, 
which makes it difficult to put them on exactly the 
samo level for comparison. 

14.420. So you think the leaving of the dead ratio 
on the Statute Book during the last two or three 
years may have some connection with the silver rupee 
being unlimited legal tender in Tmlin, and may bo 
justified on that soore? — No. 

14.421. Then it has ny hearing on what we are 
discussing, has it? — T do not follow. 

14.422. The unlimited legal tender quality of the 
rupee has no hearing on the question of a dead ratio 
being left on the Statute Book at present? — The ques- 
tion of the full legal tender rupee ha* no relation to 
the rate of 2s. ? 

14.423. Continuing the 2k. on tho Statute Book? — 
Do you mean that if tho rupee were not full legal 
tender that would be a reason for altering the ratio? 

14.424. No. I say tho rupee being full legal tender 
has nothing to do with tho 2s. rate being retained 
nil the Statute Bonk until now? — I do not think I 
could accept that. It is a little difficult and would 
take a long time to explain, but I see an addition 
to your difficulty in fixing the exchange, owing to 
the Tact that you have a full legal tender silver cur- 
rency. It raises the question of the supply price of 
the silver in tho rupeo and of the interaction of gold 
and silver prices. Considerations like these directly 
afTeot the question of exchange stabilisation. 

14.425. Do you think it is possible that in tho 
decision of the Finance Member to keep this ratio 
on for the last two years, the question of tho full 
legal tender quality of the rupee played an important 
part? — I think the price of silver played some part 
in putting tho 2s. rato on the Statute Book. 1 am 
not implying that it is a good thing to havo placed 
it there, hut it is letter to leave it there until you 
have considered what you are going to alter it to. 

14.426. T am only trying to see whether by leaving 
it. there? you are not making things more difficult 
and more harmful for India than by taking a decision 
regarding the stabilisation point now? -That is a 
fair argument, and if X incline to tho other side it 
is only because 1 think that there lies the balance 
of advantage. Tt is my personal opinion. T do not 
press it. T think if you did adopt 1 h. Gd. you could 
do it perfectly well. I go further and say that T do 
not think any great harm would result, but I still 
believe it would be bettor to wait a little longer. 

14.127. You aro not prepared to say which way 
the risk lies- whether Is. fxl. would prove too high 
or too low?— No. That would mean that I had a 
reasoned opinion upon tho course of future prices 
in Europe, which T have not. 

14.128. You consider the advantages of non-stabil- 
isation of the ratio, and the disadvantages of having 
a dead ratio on the Statute Book at present which 
prevents gold from being tendered to Government, are 
both equally balanced?- The disadvantages of having 
2s. on the Statute Book? 

14,429. Which prevents gold from being tendered to 
Government, and the advantages of the non- 
stabilisation of the ratio. In your opinion they are 
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both equally balanced ? i think the balance, on the 
whole, is on the .side of deluy. 

1 4.430. The other thing does not strike you as 
being a peculiar handicap to the currency system of 
India which should 1m» remedied at the first possible 
opportunity—' cutting out gold from being a live 
thing in expansion of your currency. That does noL 
strike you as being an exceptional handicap to a 
currency system? — No, I should not have thought 
that. 1 should have thought that the growing 
opinion certainly in Europe is rather the other way. 
People are beginning to think now — even in this 
country — (hat the importance of gold as currency has 
been over-estimated, and that, upon the whole, wo 
can geL along very well without it. That opinion 
is also prevalent on the Continent. 

14.431. That opinion may prevail among countries 
which cannot afford to have gold? — L think it goos 
further than that. There is a body of scientific 
economic opinion which holds that, even if u country 
can afford to have gold, it would ho better to use 
it for other purposes than currency. 

14,132. No country having more gold than it 
requires, or which is fairly comfortably off in that 
direction, has parted with its gold on that theory! 
- Upon that theory the gold would be centralised 
and used as a basis for credit, but not as currency. 

14.433. There has been no movement in that 
centralisation yet, has there? —Yes, there has. It is 
only a beginning, something actually has been done. 
T cannot go into details. I must leave it at that. 

14.434. On March 29th you said this: “ I suppose 
the argument is that the price of gold in terms of 
rupees would lie increased, and that, since the native 
thinks in rupees, should reduce the effective demand. 
There is that tendency, but there arc other factors 
at work which suggest that it would be unwise to 
attach undue weight to this consideration, unless 
the ratio fixed were substantially lower than at 
present.” What are those other factors which you 
had in mind? —What I had in mind were tho social 
habits of the Indian people the degree of import- 
ance which they attach to the precious metals ns 
compared with other things. 

14.435. This is in respect of gold, is it not? — 
Yes. 

14.436. What you had in mind wan that the social 
habits of the Indian people would have the effect 

of ? — Of increasing or diminishing the demand 

for gold. 

14.437. According to the price P — Tho price would 
he one factor, but the social habits might lie another, 
and a very significant one. 

1 4,438. Whatever the price, the people would ink*' 
tho same quantify of gold? No. You must balance 
tho two things. There is the demand which arises 
from tho social habits of the people. That may be 
checked by a rise in price, or the demand may ho so 
inelastic as to counteract the effect of the rise. 

14.439. But the question referred to this, 1 think- - 
that at Is. 4d. gold would he worth in rupees about 
21 rupees and odd annas, and at Is. Gd. it would he 
worth 21 rupees odd annas. The difference between 
the two would he about 3 rupees per tola. Would not 
the Indians buy more gold for their social purposes, 
namely, ornaments for their women folk, and so on, 
at Is. 6il. — the equivalent of 21 rupees odd annas — 
than nt Is. 4d., tho equivalent of 24 rupees odd 
annas? Obviously T should have thought the reply 
would ho that they would buy the more the cheaper 
you made it in rupees?— Is not that my reply? 

14.440. No. You said : “ There are other factors 
at work which suggest that it would he unwise to 
attach undue weight to this consideration.” — The 
first thing is that as an article becomes dearer or 
cheaper the tendency is for the domand to decrease 
or increase. But then social habits may change, with 
regard to the estimation, for instance, in which gold 
ornaments are held. Tf the estimation were higher 
this might maintain the demand and so counteract 


tho effect of the rise in price, or conversely, if tho 
estimation were less, aggravate the effect by reducing 
the demand. 

14,441. This is one of the other factors? — That is 
one of the other factors. 

14,412. J wondered whether there were any more. — 
Another factor is a rise or fall in the price of other 
commodities. The choieo may bo hovering between 
the purchase of gold and so mo necessary. You have 
to balance the relative demand for one or other. 

14.443. if tho domand is hovering between gold 
and some article of necessity, 1 should have thought 
the lower you made tho price of gold tho farther 
you took the man from the inducement of buying 
his necessaries? — Hut supposing the price of the 
necessary is moving equally rapidly in another 
direction. 

14.444. Lower down still? — Yes. 

14.445. Then the question is whether it could go 
lower than tho price of gold. There is a limit to 
which necessities can go. A grower cannot go on 
growing at any price. You can make gold avail- 
able at any price, but the growor cannot always 
grow at any price?- -I never suggested that the 
price of gold might full to infinity. 

14.446. But suppose at Is. 6 d. as far as the grower 
is concerned the return for his crops is very near 
the point? — It depends on how far tho crops are 
governed by world prices. The market price is 
determined by other considerations than the cost 
of production to the grower. 

14.447. It might bo so determined for the first 
year, hut it would not ho determined very long 
apart from the cost of growing, would it?— The 
price would finally depend upon the cost, sinoo thorn 
is a point at which production would cease, but 
that might take a long time. 

11.448. 1 only wanted to got at the other factors 
which you had in view'? — l could mention others, 
lint social habits is the important one. 

14.449. (Chairman.) You said in reply to a ques- 
tion, that in your view the currency reserves in 
India were ample. We must read into that, I 
suppose, that they are ample in relation to the 
present liabilities, and the present obligations of 
the currency authority? — Yes. 

14.450. We have still to obtain your assistance on 
the question of the Central Bank, ami we shall he 
glad to have ample time in order to explore that im- 
portant topic. Will you bo ablq.to come again? — We 
shall he pleased to come whenever you desire us to 
come. 

14.451. (Sir Reginald Mant.) Mr. Governor, may 
l refer for a moment to your dream, in which you 
looked forward to the restoration of gold circulation 
in this country. We have received a good deal of 
evidence to tho effect that gold circulation is not 
a desirable thing, and that the present currency 
system in this country is theoretically preferable. 
Sir Charles Addis referred to it just now. Some of 
the advocates of the introduction of a gold circula- 
tion in India have said that they only regarded it 
as a temporary phase -that they regarded a note • 
circulation as the ideal circulation and that they pro- 
posed to introduce gold currency in India with a 
view eventually to withdrawing it and reverting to a 
note circulation. Can you tell us why you regard a 
gold circulation as a desirable thing in itself?— (Mr. 
Montagu Norman.) 1 do not think I do. 

14.452. I thought you did P— No, I do not think 
I said so. When T was asked as to the possibilities 
of a gold currency in this country I said that beyond 
my lifetime conditions might make for its return, 
so to speak, naturally and automatically though my 
personal belief was that a gold currency would coine 
to he looked upon ns almost a Bign of backwardness 
as well as being uneconomic and that at any rate the 
generation to which most of us in this room belong 
would not desire again to carry sovereigns in our 
pocket in preference to the more convenient notes. 
That is my feeling. 
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14,450. Then your dream will never be fulfilled? — 
I cannot say. 1 do not attempt to prophesy ns to 
what will liappen alter our lifetime, if 1 hud my 
personal choice 1 should always prefer to carry the 
convenient note rather than actual coin, and I think 
it hue economic advantages as well. 

14.454. I thought from your previous replies that 
you considered gold currency a desirable thing? — 
No, 1 do not think I said that. You can see what i 
did say. Have I answered you now? 

14.455. Yes, 1 think you have made it quite clear. 
Iti connection with the system of remittances from 
India you said you preferred the present system of 
purchase of sterling as against the older system of 
tenders, and you mentioned, I think, that secrecy 
was a desirable thing in conducting exchange opera- 
tions. Wo have received complaints in India from 
iiifiucntiul bodies against that system ori the very 
ground of the secrecy which is attached to it. It was 
represented to ns that Government in making re- 
mittances is not in the same position as a private 
remitter, in that it has not to consider merely getting 
llio best terms, but has also to consider the effect 
of its operations on the exchange of the country, and 
that the Indian Government is in a peculiar position 
iu that its remittances have practically a dominating 
effect on exchange. For that reason the opinion has 
been expressed that Government ought to continue 
to conduct its remittances in a more public 
way. T would like to know your answer 
to those representation# ? — For myself I dis- 
agree entirely with the representations you 
mention, hut T think the remitting authority 
should Imvo the right to choose the method of acquir- 
ing sterling or rupees, as the case may he. The re- 
mill ing authority— nt present I do not say who it 
should ho should have the right of determining; for 
myself I prefer tho method which has been employed 
during tins last year or two, and as tho regular 
method I strongly recommend it. 

14.456. You do not attach any importance to the 
fact that Government dominates tho exchange ? - No, 
I do not. I attach importance to it perhaps, hut 
it does not alter my opinion. 

14.457. There is one other question, which T want 
to ask Sir Charles Addis, in connection with what 
Sir Purshotamdas Tliakurdas asked just now. Sir 
Purs hot Mind as Tliakurdas drew attention to the fact 
thnt at present gold is only imported into India ns 
a commodity, and that it is not. practicable to present 
it to tho Government currency offices for exchange 
into currency. You, Sir Charles, said thnt you could 
not name any other country in which similar con- 
ditions prevail. Does not that condition prevail in 
every country in which tho current rate of exchange 
has depreciated and has fallen below llic legal rate? — 
(Sir Charles Addis.) Your question is whether there 
are countries which refuse to accept gold at the mint. 

14.458. No; countries in which gold is so much 
more valuable ns a commodity than it is at its legal 
monetary value?*— Yes, obviously. 

14.459. Tf you took gold to France or Belgium, 
• would not you dispose of it as a commodity and not 

take it to tho Government offices or banks? -Quite so. 

14.460. Then the conditions in that respect are 
just tho same as in India ?— I would not like to say 
they are quite Hie same, because you do have the 
difficulty of the 2s. rale in India. 

14.461. The current rate of exchange in Tndia is 
betow the legal rate?— The difference is that an 
artificial rate has been fixed by the Government in 
Tndia. Tn other countries it is paper currency that 
has run away from the gold coin. It. is not an 
important distinction, but it is a. distinction you 
must allow for what it is worth in favour of Sir 
Purshotamdas Thakurdas. 

14.462. But legally the position is tho same P— 
Practically the thing is the same. Technically it is 
different because no difference was made in the gold 
content of the Napoleon. Tho same cannot be said 
of the rupee; and that does make a difference. 
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14.463. But practically tho conditions are tho same? 
— Practically tho conditions are tho same. 

14.464. (iSiir Henry Strakosch.) It has boon sug- 
gested by one of the witnesses that tho withdrawal 
of 103 millions sterling, estimated to bo the amount 
needed from the world’s gold reserves to introduce a 
gold currency, 11 need have no effect on the supply 
of credit and on prices. Any effect would bo the 
result of an avoidable policy.” I am quoting tho 
witness’s own words. The suggestion behind that, 
of course, is that in this country, for iustance, a 
substantial reduction of our gold re-serve need have 
no effect upon tho supply of credit and the price 
of credit if tho Bank of England so wished. Would 
you agree with that? — No. 

14.465. Yoii would rather sny that a heavy with- 
drawal of gold from tho reserves of tho Bank of 
England would have a natural repercussion upon the 
market for credit? — Essentially. 

14.466. Quito independent of what tho Bank of 
England wishes or docs not wish? — 1 do not know 
about 11 quite independent.” 

14.467. Largely independent?- It. is partly a ques- 
tion of the effect on mentality. 

11.468. That is it. You would agree that if there 
were largo withdrawals the commercial and financial 
community would, without any suggestion from any 
other quarter, draw their conclusion and contract 
credit? -Undoubtedly. 

14,460. Under the currency legislation in force in 
this country at tho present moment, the Bank of 
England note and the currency note are convertible 
no longer into sovereigns, but into gold bullion? — 
Yes. 

14.470. Does the Bank of England in practico cash 
notes in sovereigns? — It does not. in practice* T do 
not mean to say that occasionally an individual is 
not. obliged. We do sometimes oblige an individual, 
but as a general practice the Bank does not pay its 
notes in cnin- 

14.471. One sees in some of the publications that 
sovereigns have left the Bunk of England for some 
destination ahroad?- I beg > nur pardon, l mis- 
understood von. 

14,172. Then the Bank does supply sovereigns? 
Yes. 

14,473. That is to say, the Bank would, as a rule, 
not. supply sovereigns if they aro needed for internal 
purposes, but would supply them if they were 
needed for external purposes? Speaking from 
memory, up to the present time the Bank has nlway* 
supplied sovereigns in exehango for bars for export 
to those places in which sovereigns are customarily 
used. Does that answer your question? 

1 1,474* Yes. Tt. does not as a matter of practico 
pay out sovereigns for internal purposes? —No, but 
I say that if you come and ask for a few sovereigns 
you may obtain them- 

14.475. Suppose I wanted a hundred thousand 
sovereigns?— 'You tvould have to satisfy me. 

13.476. Would you regard the currency system in 
force in this country at the present, moment as effec- 
tive in stabilising sterling in terms of gold as the 
pre-war gold specie standard, where the internal 
currency was convertible into sovereigns?— I think 
I should. 

14.477. In your wide experience to what extent 
is it safe to rely upon gold in circulation being avail- 
able for external payments in case of exchange 
weakness?— I think that mainly depends on the 
mentality of tho public, ns to which you can form 
no opinion in advance if T have understood your 
question aright. If you convince the public that a 
national emergency has arisen— as omirrod twelve 
years ago— they will compete with one another to 
surrender to the Bank what they have been told can 
lie employed to the advantage of tho nation. But 
that is a question of mentality. 

14,47ft. So that in a real crisis one could not rely 
upon gold in circulation to help you in maintaining 
the external valuo of your money P — You could only 
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roly upon it if the mentality of tho public was so 
tuned at the moment that they wished to give that 
particular as.si, stance- You might equally well havo 
a position where the public mentality acted in the 
reverse direction, and they would not assist you- 

14,479. Would you therefore agree that the gold 
reserves in the hands of a centrul hank under a gold 
specie standard have to ho practicnlly as great as 
they would have to he under a gold bullion standard. 
1 have to explain that. I call a gold specie standard 
a gold standard with gold in circulation, and I call 
a gold bullion standard a standard in which the 
internal currency is convertible into gold bars. My 
question is whether you would regard it as necessary 
to hold under a gold specie standard us substantial 
a reserve against your fiduciary money as you would 
under a gold bullion standard ? -I do not differen- 
tiate. Sir Charles thinks less. This is a hyjio- 
thctical question, is it not, Sir Henry? My view is 
that it does not make any very great difference. 

14, 'ISO. Though it inay bo hypothetical, the 
problem for India is whether gold currency should 
lie introduced or whether 'some other form of cur- 
rency should lie introduced where gold does not cir- 
culate. I am anxious to know whether if a gold 
currency were introduced into India, the hanking 
reserves to secure the fiduciary money, namely, the 
notes and the rupees, would have to be ns substan- 
tial as if another standard were adopted? — My 
view is that it would be- 
ll, 481. So that front the point of view of main- 
taining stability of the currency externally, the 
internal circulation of gold coin is of very little use 
for practical purposes?- -Very little in my opinion. 

14,48:2. Then another point. Is there anything in 
the point that a gold bullion standard that is to 
say, a standard where the token currency is con- 
vertible into bullion — is more liable to manipulation 
than a gold specie standard— that is, a gold standard 
with a gold currency, is the bullion standard, such 
as this country has got, more liable to manipulation 
than the standard which prevailed before the War? — 
What is meant by manipulation ? 

14,483. The term has been used very frequently by 
witnesses. Manipulation means tinkering with the 
currency; that is to say, to expand and contract it at 
will by the currency authority against, if you like, 
the interests of the country? And is it suggested 
that it is easier in tho one case than in the other? 

14,184. Yes. Which is tho more liable to this 
manipulation? — Neither Sir Charles nor l see any 
difference. 

14.485. Would you regard a gold bullion standard 
in a desirable and practicable standard for India? - 
No. To-day do you mean? 

14.486. I had in mind to-day? This is a scheme 
analogous to the one which has been circulated. 

14.487. No. What 1 had in mind was not a gold 
standard with a gold currency in circulation, hut a 
gold standard under which the token currency of tho 
counLry would he convertible into gold bars, and not 
into gold coin, in the same way as the token currency 
of this country is convertible into bullion? it is not 
tho standard which 1 should advocate at present. 

14.488. Where is the difficulty ? Perhaps 1 might 
add that under such a standard I had in nuud 
that the lull legal tender right of the rupee would 
not lie disturbed and therefore no incentive would 
exist for the conversion of rupee coin into gold?-— 
Without consideration, and I have not considered it 
— 1 should not advocate it for the reason that I think 
it would require large resources of gold to an amount 
which I cannot estimate, but more or less comparable 
with that mentioned in tho paper which has been 
circulated. That paper as 1 recall it now, called for 
100 million sterling in gold and tho loss of 500 million 
or 600 million ounces of silver. 1 am not at all 
sure, speaking without any actual personal know- 
ledge of India, that tho mere fact of elevating gold 
into that position, even if you maintain silver 
where it is, will not oauee a great number of holders 


to prefer gold in place of silver. Have I made my- 
self clear? 

14.489. Yes. You would require more substantial 
gold reserves before any such attempt could be made, 
hut it would nob require, as you appreciate, any 
addition to the holding of gold by India for purely 
circulating purposes?' — No I understand that. There 
is none fn use now for that purpose, is there? 

14.490. It has disappeared. It is in hoards? — It is 
the equivalent of hoarding. 

14.491. Yes. You would, I take it, say that what 
would bo necessary and essential is to strengthen the 
gold reserves held by the currency authority before 
any such attempt might lie made? — t should. 

14.492. One other question. It rofor£ to a state- 
ment which you made earlier in your evidence regard- 
ing the countries which enjoy a gold circulation at the 
present time. You referred to tho United States as 
the only country which had a gold circulation?- -Now. 

14.493. Now. Did you refer to tho circulation of 
golrl coin or had you in mind tho circulation of wliat 
are called gold certificates? — I was thinking of both. 
T believe there is a considerable amount of gold coin 
in circulation as a matter of fact. 1 was rather sur- 
prised to see it when I was there last. 1 was 
thinking of the two together; 1 do not differentiate 
between them. 

14.494. What struck mo in looking into figures a 
litlle was that tho circulation of gold certificates 
which, in tho year 1922, was in tho neighbourhood of 
200 million dollars, rose rapidly to 1,000 million 
dollars and has been kept at that level sinco it was 
reached; and simultaneously with that increase of gold 
certificates there was a proportionate decrease of 
Federal Reserve Notes. My point is whether you 
regard tin’s phenomenon as purely temporary or 
whether you regard it as a permanent policy in tho 
Uni led states to put gold in tho form of gold certi- 
ficates into circulation ?—l understand it is purely 
temporary — that it is a matter of convenience. 

14.495. 1 take it because the authorities in tho 
United States regard that amount of gold as redun- 
dant to their system?- ! should not go as far as that. 
I would say that owing to the large amount of gold 
which they have in the United States, they found it 
convenient, especially to the Rank figures, that u 
certain amount should he absorbed in gold certifi- 
cates, hut could not state that tho amount is so 
determined 

c 

14.496. As a temporary measure to fit the present 
condition of things? — Yes. 

14.497. 1 would like to ask one or two questions of 
Sir Charles Addis with reference to the mutter of the 
fixation of the gold value of the rupee. If I under- 
stood you correctly, Sir Charles, you suggested it 
was premature to fix the gold value of the rupee now 
because you are not satisfied that the internal and 
external purchasing power of the rupee havo ad- 
justed themselves, f would like to know what makes 
you think that this is the case — that the adjustment 
lias not taken place ?--(#/> Charles Addis.) I under- 
stand tlm rate at which the exchange lias been main- 
tained at about Is. (Id. lias had to he assisted hy 
artificial methods, and that the exchange, if left 
to itself, might ut ono time have been considerably 
higher. 

14.498. That is, if one hud allowed exchange to 
take its uncontrolled course? — -Yes. 

14.499. Rut in view of the fact that tho external 
value of the rupee has been maintained stable at 
Is. 6d. for over a year is it not a reasonable pre- 
sumption that iutcrnal prices — whether the exchange 
has been manipulated or not — will have adjusted 
themselves to that external vaIuo P A whole year has 
elapsed with the external value of tho rupee fixed 
at Is. fid. Must not the presumption be that the 
internal prices have adjusted themselves to that P-— 
I think it », but it is only a presumption. It is a 
question of how long you take. You have taken one 
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)'eur. 1 tliink tho Ctiiiliffc Currency Committee 
two years as a suitable period, and in view 
of India’s particularly abrupt seasonal fluctuations 
1 am not satisfied that a year is enough in present 
conditions. 

14.500. But if my presumption were fortified by 

index figures, would you ignore that? 1 will take 
the cost of living figures, which of course have an 
important bearing upon the level of wages, usually 
the greatest Lourco of disturbance, i will quote you 
the index figure of tho cost of living in Bombay in 
December, 1924, it was 174 in terms of gold. It is 
now 175, which compare** with tho cost of living 
figure (I am giving you the League of Nations’ 
figures) in tho United States, 32 cities, of 173 in 
December, 1924 and 178 in December, 1925. 1 will 

give you the United Kingdom figures converted into 
gold, namely, December, 1924, 173; and December, 
1925, 174, with minor fluctuations in between. Dot's 
not tbo presumption to which I have referred, and 
the fact that these index figures show an extraordi- 
nary degree of correlation and stability, alter your 
viewP — No. I was aware of those figures in general, 
hut do they suggest more than a presumption? J 
should like to feel a little more secure. Tho question 
of the standard of living itself may ho suhject to 
very ennsidorahlo alterations. When you compare 
the standard of living in India with the standard of 
living in this country or in America, it seems to me 
that you are comparing very nearly incomparable 
tilings. 

14.501 . How does that affect it? These indices are 
composed of the goods which are needed by an 
average person of a certain standard in order to live. 
If the standard changes then the present composition 
of tho index is wrong?— The index is no longer valid 
wlien with a different standard of life different 
articles enter into its composition. 

14.502. If you construct a new index, that surely 
cannot ho put against stability. Tho new index will 
not change stability when it has been established?-- 
A new standard of living may change the stability 
of prices materially by an alteration in the demand 
for different commodities including gold. 

14.503. But you lenlly think that the standard in 
India, which is a very conservative country, is liable 
to violent changes within the short period of a year 
or two years? L do not know. 1 have been told 
that tbo standard of life in India has been raised 
of late years and that the process is continuing. 

14.504. May I put it iu another way, because it 
is a very important question. What would your test 
be as to whether the internal ami external prices 
have adjusted themselves? —The infallible test is tbo 
exchange. If the exchanges remain steady over :i 
period which is considered adequate, that may be 
taken ns an infallible proof- that the prices inside 
have adjusted themselves to tho prices outside the 
country. 

14.505. When would you regard the exchange as 
being steady? Supposing the exchange were entirely 
uncontrolled we should have in India very wide 
Huetuatious owing to purely seasonal causes. You 
exclude those. But what would ho your test? Lot 
us say that iu the busy season tho rupee exchange 
were to appreciate in terms of gold and violently 
someLiinoH, depending upon the size of the crop. In 
tho slack season, following a bountiful crop, you 
would have an accentuation of tho depreciation of 
the rupee. I should like to bo enlightened as tr 
how you would test whether the exchange is stable 
•'r not? -That offers a difficulty, but not an insuper- 
nble one. It is comparatively easy to allow for 
seasonal changes by arranging the items in order of 
magnitude and taking ns the moan that figure which 
has as many items above as below' it. 

14.506. Would it necessarily ho an average rate? — 
It would be a mean. 

14.507. Supposing, for instance, you did nothing; 
you did not interfere at all and allowed the exchange 
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to move according to seasonal movements? — I am 
not a mathematician, hut there are ways in which 
you can measure that. The obvious out! is tho 
uverage rate, but it is not the best for such a pur- 
pose. A preferable way is to take what is called 
the median, that is, to bisect the lluetiiatiou dis- 
persion above and below the line. 

14.508. That W'ould necessitate allowing tho 
exchange to take its uncontrolled course?- No; I do 
not mean that. What I have iu miml is to allow 
in to take not its uncontrolled but its natural 
course. There are always controlling forces at work. 
The banks make preparations for the season in 
advance. They do not wish to lie left to faco 
it ml nations when they occur. They try to make 
money by anticipating them. It is the same with 
speculators who are conversant with seasonal fluctua- 
tions. All these influences are at work, and the 
result is to give you the true test of the harmony of 
external and internal prices. 

14.509. You would pay little attention to the 
indices? — l do not find them convincing. 

14.510. {Sir Atunrckji ihuiuhhoy.) Mr. Governor, 
Viiu r opinions on gold currency carry so much weight 
that 1 feel compelled to go into the matter a little 
more closely with a view to seeing if 1 could not 
induce you to take a less panicky view of the diffi- 
culties which we have to face in this connection. I 
shall at present leave aside the mentality of the 
people and the hack w a rd ness of tho policy of going 
back to gold currency, as people state they would 
not like to carry gold sovereigns in their pockets. I 
shall also at present not take into consideration what 
you stated in answer to Sir Henry Strakosch that 
heavy withdrawals of gold might enable the com- 
mercial and financial comm unities to draw their 
conclusions, and contract credit. I shall not refer 
to those matters at present. We will ignore those 
considerations. We will only look at the state of 
facts which has existed since ]H35 from the time when 
the (jovcriimctit of India took direct control of the 
currency of the country. I am going to place certain 
figures before you and see whether they will enable 
you to change .vonr mind or qualify your opinion. 

1*1.511. (f.Vi airman.) Would you indicate to the 
Governor what the final question will be before you 
give the figures, so that he may know in wlmt parti- 
cular light to look at them? 

14.512. (Sir M mu'ckji Ihitfabfnty.) I shall ask him 
to look at them iu the light that our proposal for a 
gold currency iu India is based on the absorption 
within the next ten years of £103, 000, (XX) sterling, 
and according to the figures 1 shall place before you, 
we are iu a position to say that more than 
£150,001 ),()()() of gold has been imported into India; 
will there therefore bo any difficulty in securing this 
£100,000,000 of gold in another ten years? 

14.513. (V ft airman.) Tho question will be: will there 
he any difficulty in obtaining that amount of gold? 

14.514. (Sir Munrclji Ihulahlwy.) 1 will now place 

those figures before you. They are approximately 
correct, though there might be small errors. From 
]H35 to 1909 we have imported net into India 
£167,250,000 of gold; from 1909 to 1914, the period 
of five years just preceding the war, £106,250,000; 
from 191 t to 1919, which covered tho major period 
of the war, £42,500,000; in 1919-20, £25,500,000; 
in 1920-21, £4,250,000; in 1921-22, £2,125,000 

(exports); in 1922, £12,800,000; in 1922-23, 

£27,000,000; in 1923-24, £20,000.000, ami in 

the last year, 1924-25, £54,000,000. Those have been 
the imports of gold into India. You will see that the 
average per year would work out at a very large 
figure. Taking five-year periods, as l have shown 
you through these figures, it will clearly appear that 
large quantities of gold have been imported into 
India without any trouble. Therefore, would there 
beany serious difficulty in our obtaining £103,000,000 
in the next ten years if our proposals are to fructify? 
— (Mr. Montagu Norman ); I see no comparison 
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between the figures that you havo been good enough 
to rend and the proposal which is before mo. The 
figures which you have been reading represent gold 
imported on private account as and when it suited 
the individuals to purchase that gold. If it suited 
them, they bought it in a week, in a month, or in a 
\i»ur. If it did not suit them, thoy left it alone. 
The proposal before us, the only proposal with which 
I am familiar, is that you should recommend an 
undertaking to acquire a certain amount of gold 
during an unknown period, and should, at tho same 
time, dispose of a certain amount of silver. I 
adhere to what 1 ventured to say last time I was 
here. 

14,615. You think tho proposal is of a different 
character Of a different kind. 

14,516. I will read you an extract from a memo- 
randum* submitted by Sir James Wilson, who hud a 
long Indian experience and was Finance Minister 
for the Government of tho Punjab. — Submitted 
where? 

11517. (Chairman.) This is a memorandum we have 
received from Sir Janies Wilson.— To this Commis- 
sion. 

1 1,51 S. Yes; in this connection. — Very well. 

14.519. (Sir Maneckji Dadahhoy.) It was an address 
which he delivered in February, 1923. It was a 
paper which he presented before a public laxly, I 
think. -May L ask was this address in relation to 
tho proposal which has been put before me as a 
witness? 

11.520. (Chairman.) No; it cannot have boon that. 

14.521. (Sir Maneckji Dadahhoy.) Not exactly. 

14.522. (Chairman.) We had bettor look at Sir 
Mnncckji’fi quotation and see what it is. Will you 
road the passage? 

14.523. (Sir Mnnerkji Dadahhoy.) Yes. I want to 
place certain figures before tlio Governor and see 
whether they will enable him to qualify his opinion. 

1 1.524. (I'hairmnn.) This is a letter from Sir J ami's 
Wilson, K.O.S.I., to this Commission, in which he 
submits: “For tho information of tho Royal Com- 
mission copies of (1) a Paper on 1 Indian Currency 
ami Exchange * which I read in February, 1923, to 
the Economic Society of Edinburgh, and (2) an arti- 
cle on 1 Indian Currency Policy * which I am sending 
to tho Asiatic Review.” 

14.525. (Sir Maneckji Dadahhoy.) Tho heading is: 
M India’s Stock of Gold and Silver,” and Sir James 
says: ” From time immemorial India has been a 
great absorber of the precious metals. From 1835 
to 1919 India imported net £316 millions worth ot 
gold, of which more than half was imported sinco 
1600.” That must be a mistake; it must ho “ 1900.” 
Then I would draw attention to this passage : “ 1 
reckon that at present the quantity of gold in the 
]K)ssesftion of mankind is about 1,000 million ounces 
- enough to make 4,250 million sovereigns- -and that 
of this quantity India possesses about 100 million 
ounces — about one- tenth of the world’s total stock.” 
— -Of gold? 

14.526. Yes: 11 And, as less than six million ounces 
is in the Government Treasury, nearly the whole of 
this large quantity is held by the people in the form 
of ornaments or lioardod coin or bullion. During the 
five years before the war she was absorbing on the 
avorage five million ounces per annum- -nearly a 
quarter of the world’s new production.” Then later 
on he says : “ The total quantity of gold held in India 
includes nearly 100 million gold sovereigns, which 
before tho war were legal tonder, at the rate of 15 
rupees per sovereign and wero coming into circula- 
tion, especially in tho Punjab. But now that they 
have been inado legal tender for only 10 rupees in 
accordance with the Secretary of State’s policy, the 
sovereign is no longer in circulation in India because 
no onewill tender it for 10 rupees when he can get 
for it in the bazaar over 16 rupees. For the time 
boing, therefore, gold, even in the form of sovereigns 
is out of tho reckoning as regards circulation.” With 
this i nformation as to the hoards of gold in India, 

*Appen31x89, 


with 100,000,000 sovereigns in tho country probably 
hoarded, which would conic out if a gold currency 
were introduced, do you still maintain the view 
which you have taken about tho difficulty of intro- 
ducing gold currency in India? — On tho proposal put 
boforo me ? 

14.527. Yes.- I do. 

14.528. Then assuming that the Commission 
decides to go in for some sort of gold currency in 
India, what would be your recommendation, whether 
w*o should have sovereigns or whether we should have 
a distinct Indian gold coin, or gold moliurs? L Jo 
not know sufficient to make a recommendation on 
that point, I am afraid. I have not studied it. 

14.529. Will you have any objection to the estab- 
lishment of a gold Mint in India for the purpose of 
coining sovereigns in case the Commission decides 
to recommend a gold currency? — Does not it exist 
already? 

11.530. If the coinage is not gold the sovereigns 
are not coined. You would permit coinage of gold? — 
T do not think I can answ f er that question. It does 
not concern me, 

14.531. Tt does not concern you as Governor of the 
Bank of England? — No. 

14.532. As Governor of the Bank of England have 
you any objection to India’s establishing a Mint and 
coining gold sovereigns? I have not considered tho 
question. The establishment of a Mint for that pur- 
pose does not concern me directly at all. 

14.533. But speaking from your experience, can you 
tell us whether you have any objection?— I should 
have to consider it. I could not give you an answer 
right off. 

14.534. You are not in a position to say? — No. 

14.535. The Dominions are allowed to coin 
sovereigns, are not thoy? — Some of tho Dominions 
win sovereigns, i believe- -the Union Government 
and Australia, I think, does. 

14.536. Do yon differentiate the case of Australia 
from India in any tvay ?— 1 do not think I should, 
hut I was not concerned with the Australian 
arrangement. 

11.537. You would not differentiate? — No. 

14.538. I want to ask you one or two questions 
about stabilisation. From what you havo stated this 
morning to Sir Purshotamdas Thakurdas, ns well as 
from your previous statement, I gather that your 
opinion is that wo should stabilise as early as possible. 
But Sir Charles Addis thinks we ^hould not stabilise 
it. ’Those were your word®. You do not think wo 
should do it at present? — Did you say my words? 

14.539. No; Sir Charles Addis* words. You did 
not take a view much different; hut as you havo 
given advice to all the other countries to stabilise as 
early as possible, in conformity with that advice you 
would like India to stabilise, too? — I am entirely 
in favour of stabilisation. 

14.540. I gather from your, ns well ns from Sir 
Charles Addis’ evidence, that this is the psycho- 
logical moment for stabilisation? — I am of that 
opinion. 

14.541. Tn your opinion?— In my opinion. 

14.542. In your opinion it is? And in Sir Charles 
Addis’? -1 gather it is not. (Sir Charles Addis.) It 
is not. 

14.543. In case Sir Charles Addis’s opinion is 
nn-epted by the Commission -I am assuming that — 
would you think that tho Commission should recom- 
mend the option of a provisional rate for a period 
of 12 months during which time internal prices may 
he adjusted to external prices, as stated by Sir 
( 'buries?— (Mr. Montoya Norman.) Are you address- 
ing me or Sir Charles? 

14.544. (Sir Maneckji Dadahhoy.) I am addressing 
Sir Charles. 

14.545. (Chairman.) We ought to remind Sir 
diaries of his answer on that point. It is in para- 
graph 13,733. 11 If one is to eliminate fluctuations, 
that postulates that one has accepted some mean, 
does not it P — It implies tho adoption of some mean 
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which, while it remains steady so far ns seasonal 
i'tuiKOH uro at work, is indeterminate as regards per- . 
nianent or quasi permanent economic effects, that is 
to say, the moan should ho altered from time to time, 
if it is found that trade is permanently tending in 
that direction. ” That really replies to your question, 
docs not it? 

14,040. (Sir AFan-rrhji Ihulabhtnj.) No, not exactly. 
My question was a specific one. In case wo accept 
your suggestion, but we say this is not exactly the 
psychological moment to adopt it, because tho time 
has bepii too short, and there has not been sufficient 
time, iin you have stated, for internal prices to he 
adjusted, and you would like to wait for another 
year, in that case would you advise or recommend 
this provisional rate for one year or 1G or 1ft months 
after that, if Is. Gd. is adopted ; and if it is not 
adopted, then that the Government of India would 
havo to reconsider the question? (Sir Churlrn 
Atldis.) No, I do not think it would he advisable to 
set up a new rate. 

14.547. You do not think that advisable ? No. 

14.548. Then wo must take the risk, T understand, 
of fixing a ratio, whether the next monsoon upsets 
it or not?— No, my recommendation was contrary 
to that -that you should defer your decision until the 
exchange lias been given a free course for a longer 
period. 

14.549. Meanwhile von would only provide for 
seasonal currency, as you havo staled ? -Yes. 

14.550. Making adequate provision to meet 
seasonal currency? - Yes. 

14.551. You also referred to the various methods 
which could bn adopted; and one of tho methods you 
suggested to-day was an option average rate. An 
important witness suggested that also to us at our 
last meeting. If we decide to take an average 
rate, how many years' average do you suggest? 
Would you recommend us to take three, or five, or 
two, or four? - T do not recommend taking an average 
rate. 

14.552. You do not rceouimcnd an average rate -it 
all? -No, I think that is delusive. 

14.553. It is only one of the methods suggested? 

-f mi id that you could take the method of tho 

average or the mean, or you might take what is 
called tho median. You must eliminate seasonal 
fluctuations; for if there were extreme fluctuations 
in any one year, that might vitiate the nverngi as 
a test. If tho extrdmo peak of tho exchange aliove, 
or of its depth below tho line, lasted for a very 
short period, or on the other hand wore extended 
for several months, it might make such a difference 
to tho average as to render it as a test of prices 
delusive. 

14.554. It is not different from anything else. 
After all, tho ratio is mere speculation and adjust- 
ment?— Speculation ? The ratio of exchange? 

14.555. The ratio to be fixed?— No, f do not lake 
that view. I regard the exchange, allowing for the 
natural play of the market, to lie the real measure 
of the relation of internal to external prices. 1 do 
not see how it can lie otherwise. 

14,550. (Chairman.) I will pass on now, if I may, 
to the (pies lion of a central hank, Mr. Governor, 
and wo look forward to your assistance on this 
somewhat important question. Under the present 
system in operation in India, the control of currency 
and the currency reserves are in the hands of the 
Government, while tho control of credit and the 
hanking reserve is in charge of the Imperial Bank. 
Do you regard thi« division of control of currency 
as desirable ?— (Mr. Montagu Norman.) No. 

14.557. ‘What makes it undesirable P What are 
the disadvantages of such a state of affairs? — f am 
afraid I looked upon the answer to this question and 
these earlier questions as axiomatic, and I thought 
there would be no difference of opinion about them. 

14.558. Let mo put to you what lias been given to 
us in evidence.. For instance, we hove been told 


that there is an essential unity in imlicv as regards 
supplies of credit and supplies of currency?- That is 
just what f. was going to say. 

14,559. And division of control lietwcon the two 
leads to lack of co-ordination, and to difficulty in 
establishing any settled policy as regards cither? — 
Yes. Furthermore wo might sny from the experience 
we? have had in other countries, those countries havo 
been best- niunaged, and have been most successful, 
in which those two forms of currency and credit- havo 
beqn in one control. I think this is practically so 
without exception. 

14,500. Unification of control, it has been put to us, 
leads to n state of affairs in which the most efficient 
and the most prompt use can he made of hot li 
reserves? — Yes. 

14,561. Whereas if there is division, efficient u*e of 
either is doubtful? — Yes. 

14,5G2. That I understand to lie your view?— Yes. 

14,503. Secondly would you regard a system under 
which the control of credit and currency, and the 
currency and banking reserves, are in the hands of 
a single authority ns a more desirable organisation 
than tho first? I think tho answer to that follows 
from your previous reply?- Yes. 

14.564. Who in your view' should he tho authority 
to whom these combined functions should lie en- 
trusted?-- I can only say a central hank. 

11.565. You base that answer on the expcriciicu 
of currency systems of other countries? -Yes. 

14.566. I want to lead up towards ascertaining 
your views as to the proper const itution of a central 
hank. T think I can elicit the information which 
wo seek in the most convenient form by taking the 
Imperial Bank of India as an illustration, ami asking 
iu what respects would it he necessary to alter the 
present charter of tho Imperial Bank of India to 
enable it to function as a central hank in the true 
senso of the word? Whether 1 recommend that or 
not ? 

14,5(17. No, not what you recommend ; hut if the 
ideal was to have a true Central Bank on a .sound 
basis, in wli.at respects would it ho necessary to niter 
the present charter of tho Imperial Bank iu order 
to enable it to function as a true central hank? But 
that is not tin 1 course that L should recommend. 

11.568. It is not?- No. 

11.569. Lot us take your own recommendation ? — I 
am anxious not to give answers which may mislead 
you. 

14.570. 1 want to elicit your own views before I 
lead you into hypotheses? Perhaps T may give you .i 
few notes that 1 have here iu regard to the functions 
of a central hank? 

14.571. If you please. 'It would he most valuable? 

-For instance, it should havo the sole right of note 

issue; it should ho tho channel, and the solo channel, 
for the output and intake of legal tender — currency. 
It should bo tho holder of all the Government 
balances; the holder of all the reserves of tho other 
hanks and branches of hanks in the country. It 
should be tho agent, mi to speak, through which the 
financial operations at homo and abroad of the 
Government would ho performed. Jt would further 
he the duty of a central hank to effect, so far ns it 
could, suitable contraction and siii table expansion, in 
addition to aiming generally at stability, and to 
maintain that stability within as well as without. 
When necessary it would bo tho ultimate source from 
which emergency credit might bo obtained in tho 
form of rc-discounting of approved bills, or Advances 
on approved short securities, or Government paper. 
That in u nutshell is my answer. 

14,572- You are generally acquainted with tho out- 
lines of the constitution of tho Imperial Bank?— Yes. 

14,573. Is there adequate provision in the present 
constitution for tho delimitation of the functions of 
the Imperial Batik at present for tho performance 
of these various functions? Lot us tuke them one by 
ono : *11010 issue, for instanco, is not ono?— No. 
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14,571. The outlet and inlel for legal tender? — It 
is not. 

14.575. As the holder of Government balances? — 
Nut entirely, I believe, but mainly. 

M,57(>. Entirely, l think? — Is that so? I thought 
there were a great many holdings in Treasuries in 
opposition, so to speak. 

14,577- I think substantially it is?— Substantially- 

14.575. As holder of reserves of othnr banks, it is 
not?— No. 

14.579. As agent for the Govern mont’s financial 
operations? In part only. 

14.580. As to your sixth function, which is to act 
ns currency authority in the expansion and contrac- 
tion of currency and tho maintenance of stability, 
it is not at all, as I understand it. That is so, is not 
it? L believe so. 

1 1.581. As provider of emergency credit through 
the means of re-discounting, how would you say that 
tho function of the Imperial Rank stood as regards 
that? — 1 am not qualified to tell you precisely, but 
1 believe it dues render considerable assistance; but 
that Hiich assistance as it is able to render it? very 
much overshadowed by the operations of the Govern- 
ment; thus there is divided control with no assur- 
ance of unity of policy. 

14,582- So lliat in order to make the Imperial 
Rank function ns a true central hank, if that 
couth' 1 were to be udopted, it. would bo necessary to 
transfer to it tho note issue, to make it the sole inlet 
and outlet for legal tender, to provide for it. bidding 
the reserves of other banks, to make it solo agent for 
the Government's financial operations, particularly 
its external operations, and make it the currency 
authority in respect of its position as holder of the 
note issue; and the same regard should bo paid to 
its position ns re-discounter and provider of emer- 
gency credit?- And I mention specifically the fact 
that it would need to be tho exchange market, which 
I think it. is not- 

14,583. That would be consequential upon its 
being agent, of the Government, for external tran- 
sactions? — Yes. 

1 1,581. 1 interrupted you when you were about to 
tell us in wlmt respeet should the present charLer 
of the Imperial Rank be altered at tho moment when 
von said that would not ho your recommendation. 
Might I then ask what would bo your own recom- 
mendation on the broadest lines, ns to the provision 
and the establishment of a truo central bank? — 1 
lielieie the loss to India, and especially to the spread 
of banking faeilities throughout Tndia, would bo 
great if the Imperial Rank were subjected to the 
restrictions usually regarded as prnpor in the case 
of a central bank. T should, therefore, like you to 
consider whether your end would not he mot (and 
the end of the proprietors of the Imperial Rank, who 
deserve to bo considered) if tho Imperial Rank were 
to renounce its special privileges, and to receive 
freedom from its special restrictions, and a new bank 
were to be set up to acquire those special privileges 
and to perforin tho other functions which I have 
enumerated to you ; the new Rank to obtain its 
capital from the existing proprietors of the Imperial 
Rank, wlu. would thereby lie loft where they are 
to-day. The question of management and staff to 
he left for adjustment by arrangement between the 
new Bank and the Imperial Bank. Tn that way 1 
believe tlujt you could do what has been done with 
success in other countries. You could establish a 
central bank which would function forthwith, and 
operate to the great advantage of Tndia at home and 
abroad. Yon would not thereby lose what I believe 
to be the great advantages which the Imperial Bank 
has been able to grant to India during the last few 
yonrs; nor would you force the Imperial Bank to 
give up the traditions inherited from the three 
banks of which it is an amalgamation- I look upon 
this solution as greatly to the bonefit of the future 
spread of banking throughout India* 


14,585. The Imperial Bunk, us you are aware, dis- 
charges important functions as a Commercial Bank. 
Considering the knowledge that you have of those 
functions, I gather from wliab you have told us you 
would find a difficulty in reconciling the discharge 
of those functions with the position of a true central 
bank? — Yes. 

14,58G. Are tlioso difficulties insuporuble, or is it 
possible to reconcile tho commercial activities of the 
imperial Rank with the activities of the true central 
Imnk? — 1 do not think it would bo advisable to com- 
bi no thorn — to continue thorn as a permanent arrange- 
ment. 

14.587. You mean that for a transition period it 
may bo possible to mako some sort of compromise? — 
It might be. 

14.588. Rut do you look upon that as a desirable 
method of approach? — No, for myself I should prefer 
to leave the Imperial Rank with tho business and 
traditions, which to a great extent it inherited from 
tho throe other bunks, as far as possiblo unchangod. 

1 believe the maintenance of the activities, the 
customs, tho business of theso three banks and their 
successor throughout India, and especially in romote 
India, would bo a great advantage to India; and I 
should be sorry to suggest anything which would in 
any way interfere with it. 

14.589. Taking the matter from tho other point of 
view, if tho Imperial Rank is to function as a 
central bank, it would be necessary, as I gather 
from your answer, to impose fresh restrictions upon 
its commercial activities? Yos. Difficult questions 
would arise in any case. 

14.590. And those would militate against its 
efficiency as a commercial bank? — l think so. 

14.591. In particular, itn great function of develop- 
ing the banking system in India? — Yes, and in 
particular in thoso remote places where, it would pre- 
sumably bo tho only banking office. I am not think- 
ing of the big seaboard towns, but I am thinking of 
place* in the interior, whoro tho Imperial Bank has 
boon for the last few years the pioneer, and has dono 
most valuable work. 

14.592. You make the expression of your views 
very clear to me. T take it that it is your view, that 
by seeking to combine the two functions you got 
neither discharged with the same efficiency as if the 
functions were soparateP — That is right. 

14.593. Following lip your reply, assuming* some 
Hitch division of function ns that which yon Have 
suggested, let- rne ask you about the constitution of 
your proposed central bank. Would you tell iw any- 
thing from the point of view of general principle! ns 
to what the position of tho governing body of a 
central bank should be?— As to that I have quite 
definite views, if I may stAto them. 

14.594. If you please ? — First of all, I will begin 
by stating who I think they should not bo. They 
should not be members of Governments or legisla- 
tures, or politicians. 

11.595. By members of Governments do you mean 
Ministers, or high officials alsoP — I mean both, 
although L have the word 41 official ” lower down in 
my list. 

14,590. Please proceed? — Members of Government 
or the legislature, which designations would, I under- 
stand, embrace all branches of Governmental au- 
thority in Tndia; that being the solo purport of my 
suggestion. I would also exclude Public Officials, 
Hankers and persons identified with politics. With 
such persons excluded I should proceed to recruit 
tho whole bo<ly from amongst men of the highest 
standing engaged in active business in India. 

14,597. In your view is it desirable that there 
should be some co-ordination between the policy of a 
central hank and the general policy of a Govern- 
ment? — 1 think it is of the utmost importance that 
tho policy of the bank and the policy of the Govern- 
ment should at all times be in harmony — in as com- 
plete harmony as possible. I look upon the bank as 
having the unique right, to offer advice and to press 
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such ad view oven to tho point of 14 nagging ” ; but 
always of course subject to tho supremo authority of 
Government. 

14.598. Does that imply that there should he some 
power in tho Government ultimately to direct tho 
general policy of tho bank?— -'In my opinion, it cer- 
tainly does not, and should not. 

14.599. On n you adviso at all how, under Indian 
conditions, you would organise the necessary degree 
of co-ordination between tho Government and tho 
hank?' -Well, I think that if it is necessary ((hough 
[ do not myself think it is wise) under tho special 
conditions in India, as I understand them and as they 
Haro been explained to me, a small minority of the 
Board might be representative of the Government of 
India; hut whilst nominated by tho Government they 
should, in m.v opinion, ho drawn from the same source 
as the remaining directors. 

14,000. I understand: of the Board of business 
men, a small minority should ho nominated by tho 
Government?-- -Yes; T recognise that this may bo 
necessary in India, it is not a recommendation 
which in principle T like not at all. I think it 
wrong almost anywhere, hut 1 have heard it stated 
ill many quarters that something of the kind is 
necessary in India, and therefore I suggest this as 
the least objectionable form in which to associate tho 
Government with the governing body. 

» 14,001. 1 understand this is a concession from your 

general principle tf^^liat you understand to he 
Indian conditions? — decidedly, 

14,002. It lia,s been suggb^tod by one witness that 
the Government should have an effective voiiss in 
reference to the highest financial policy of the hank, 
and further, that the provisions of the present Im- 
perial Hank of India Act should he retained wliero- 
under tho Governor-General in Council is entitled to 
issue instructions to the hank in respect of any 
matter vitally affecting the policy of the Government, 
or the safety of Govern incut balances, and to confer 
upon Ihe representatives of tho Government of India 
on tho Hoard of ^Ito hank a right of a suspensory veto 
in regard to any action considered to he prejudicial 
to Govoriiuieiit’s interest under these headings. 
Taking those two powers referred to— the power to 
issue instructions and the right of suspensory \eto- - 
do you regard the maintenance of such powers of 
control on that ns desirable? -No ; I intended to 
have dealt with this question a few momenta ago. 

14603. I was only putting to you specific eases of 
tho species of control which you referred to generally 
in your previous answer? — 1 see. 

14.004. You consider that those come under tho 
general 'principles to which you have already 
referred? — Yea. 

14.005. I wonder from your great experience 
whether you could illuminate ys at all by any descrip- 
tion of the species of evil which you would fear from 
the maintenance of such powers as these, the right 
of direction and the right of suspensory veto? — I 
should not wish to see the hunk’s freedom hampered 
in any way — least of all by a provision that in cer- 
tain undefined circumstances freedom of action might 
lie abrogated. Wo have the experience in Europe 
that in the case of hanks in which the Government 
has held a considerable measure of control, or there 
has been a limitation on tho freedom of the bank, 
it has not reeultod to the advantage of the community. 

14.600. But to the advantage of whom ? To the 
supposed advantage of the Government. 

14.607. In order to assist the Government’s 
Budget? — Precisely; in order to provide an easy way 
for the moment notwithstanding that it may involve 
a hard way eventually. 

14.608. The specific ovil in the cases which you 
have in mind being that of inflation? — Inflation in 
one form or another. 

14.609. Against such evils .you look upon the sub- 
stantial independence of the central bank as the 
surest safeguard P— T do, and, on the whole, it has 
proved a wonderful safeguard. 


14,010. Are you aware of anything in Indian Con- 
ditions, so far as they are within your knowledge, 
which would make tho general principles which you 
have enunciated less applicable in India than else- 
where? -Only one occurs to me. I do not know 
whether the same measure of confidence would attach 
to a note issued by the central bank— as would attach 
to a note issued by the Government. That is the 
only difference which occurs to me. 

14.611. It would ho necessary, therefore, to take 
into consideration whether the note of a central 
bank, particularly perhaps a now r central bank, 
would bo regarded witli tho same confidence us a 
Government of Ttidia note? <Or whether that note 
should not bo stated to lie an obligation of tho 
Government, or be guaranteed by tho Government. 
This is a question of Indian mentality on which I 
have no information; blit I think it is worth bringing 
to your notice. 

14.612. You suggest tho difficulty to which .von refer 
might Ik overcome by tho note of tho Imperial Bank 
bearing the guarantee of the Government of India? — 
Yes; it would he legal tender in any case. 

14.613. If the hank note be guaranteed by tho 
Government, might not that bo hold to imply some 
greater power of control over tho conduct of the 
affairs of tho bank and its general policy than if 
there were no such guarantee? — If the Commission 
are of opinion that tho not© of the central hank 
would he well received and pass freely current with- 
out any mention or provision of Government 
guarantee. T should greatly prefer such a note. I 
only mention this as one of the points wdiicli occurred 
to me in regard to which there might exist special 
eireu instances particularly applicable to Trnlia. 

11.614. A guarantor is wont to require some pro- 
tection for his guarantee? I do not think so, 
necessarily. 

14.615. Under these conditions you do not see any 
necessity for it? — No. 

14.616. You would rely upon that co-ordinated 
relation between the Central Bank and the Govern- 
ment to which you have already referred? -Yes; 
because, obviously, the Central Bank will be required 
Lo observe certain rules laid down in its charter, 
and so forth, as Sir Charles reminds me. It is not 
altogether a free lance, it would be required lo 
hold certain reserves and to observe certain statu- 
tory provisions. I cannot see that the Government 
of India should not be as willing to trust tho noto 
of the bank as lo trust the hank as a holder of the 
Government’s balances, which it w r ould bo as an 
essential part of the plan. 

1 |,0I7. Then the only sanction for tho protection of 
the guarantee which T understand you would con- 
sider necessary, would he the resumption of control 
if the statutory conditions as to reserve, and so oil, 
were not oh* cried by the hank? -Yes. 

14.618. Continuing to contemplate your suggestion 
as to a true central hank, in what manner, in your 
opinion, should the Government be compensated for 
whatever less it- suffers from handing over to this 
hank tho sole right of note issue? -Well, this is a 
difficult question, bora use I believe the greatest 
advantage which a Government can have is a rich 
central hank; bin I admit that it may he ncccssar* 
to make some arrangement. There are in my opi'iiior; 
two alternatives: either that you set aside all tho 
reserves, an:l after the payment of a mini mum divi- 
dend, the profits would go lo the Government. That* 
is the usually accepted practice now in new hanks, 
hut I do not believe it to bo tho best. T prefer that 
after tho Board in its discretion has made uinplct 
reserves, the Government shall have a share to an 
increasing extent in such an amount as is distributed 
as dividend. I greatly prefer that. 

14.619. You would give the shareholders a minimum 
dividend to start with? — 1 do not know that T under- 
stand you. Do you mean would tho Government 
guarantee them a certain dividend P 
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14,620. No. What I was wondering was whether 
tin* first distributable profits should go lip to a mini- 
tmiin amount? Distributed profits, yes; 1 think until 
you get a certain dividend tlm Government should 
get. nothing. 

I accept your refinement; tlioro would be 
a participation in distributed profits after provision 
for reserves?- -f heliovo that is fairer to both sides. 
It iloes uol establish a Rubicon the crossing of which 
would he to tho advantage of one party and not to 
the interest of the other. 

11,(522. It gives tho hank some interest in life? — It 
gives the hank some interest in life both present anil 
future. 1 think it could lie made to remunerate the 
Government with greater fairness than the other ami 
more usual arrangement, and it would not he difficult 
to work out tho scale, though 1 have not attempted 
to do so except pro forma. 

14,623. Were that method to ho adopted no doubt 
it uoiild be a convenience enabling to bo taken into 
account all tlm various items in the cross-account 
between tho Government and tlm bank as regards 
services performed and benefits received? Yes. 

I I, (521. On a more detailed question, would you be 
in favour of a separation of the banking and note 
issuing activities of the bank by tho establishment 
of two distinct departments; that is, a hanking .and 
an issue department with accounts kept separate oim 
from tlm other, or would you favour tho Continental 
system of eoni hilling all the activities of tho hank 
in one department ? — Here I should attempt to gel 
tho best of both worlds. I think it would add con- 
siderably to the confidence which would be felt in tho 
note in India if the issue department were separate, 
•i ml published a separate statement which all might 
understand and read and grasp without going into 
the intricacies of hanking. Therefore 1 advocate 
separate accounts for tho hanking and issue depart 
incuts. On the oilier hand, I am not awaro of any 
instance in which there is a separate account without 
a limited fiduciary issue. 

14.625. Of limited hut fixed amount? — Yes; and I 
am not. positive whether it would he possiblo with 
proportionate cover of various kinds for tho accouni 
of the issue department to be separated from that of 
the banking department. [ think it would. 1 do 
not see why it should not, but it is subject to that 
being possible. 

14.626. 1 am not sure that I quite follow whether, 
in your opinion, there is any insuperable difficulty 
in having a proportionate reserve and separate 
accounts for the hanking and issuo departments? — 
Some people have thought there is. I have never 
seen that there is, hut amongst others with whom 
I have discussed the subject there arc those who hold 
tlm view that there is seine insuperable difficulty. 
[ am not myself of that opinion, but there is no pre- 
cedent to which I can point in support of my view. 

14,(527. 1 think it has been suggested that the dif- 
ficulty is that tho liabilities of the issue department 
would in that case, have to he the total notes issued 
to tlm banking department, and that that would give 
Lite banking department scope and opportunity for 
manipulation of a sort uhich is not dear to me at the 
moment; hut it is suggested that there would he 
opportunities of manipulation which might enable 
the bank as a whole to circumvent the reserve pro- 
visions. Do you attach any weight to that 
consideration? — No; I do not. I have not attached 
any weight myself to the various objections which 
people have thought to exist to this suggestion, in- 
cluding that one which you hnvo mentioned. I 
believe the system of dual accounts could be workod. 

14,628. Entering further into the matter of 
reserve, can you say at all the nature of the reserve 
which should be held in India against a note issue 
by a central bank?— Well, this is rather hound up 
with the last question. I find it difficult to dis- 
entangle the two. 


14.629. Take it on the assumption that wo have 
a separate issue department, in the firet place, and 
then wo can deal M'ith any differences afterwards? — 
les; but are you assuming that there Mould bo a 
fixed fiduciary issue; because that 1 have not 
considered ? 

14.630. Would you give us the benefit of your 
opinion on that topic ?-JNo; I think that is so 
essentially an Indian question that I do not think I 
am competent to express an opinion on it. 

14.631. Then I think tho most illuminating way 
would be to take tho more general question, and 
take it on the basis of a percentage issue? — Yes. 

14.632. Take the percentage issue and assume that 
it is possible to organise the percentage issue in a 
separate issue department? — Yes. I should then 
like to see, say, 40 per cent., as a minimum mainly 
in gold and partly, at any rate to begin with, in gold 
securities. That being the minimum figuro, tho 
normal figure would necessarily bo considerably 
higher. 

14.633. Considerably higher? — Yes; T take it that 
that figure as a minimum would provide on the whole 
for external stability. Provision Mould thou have 
to be made for internal stability, and I should 
prefer as security approved commercial bills, and, 
it you will, short Government securities, and tho 
like. I forget if there is a separate question of 
silver. 

14,634 I may perhaps later on ask you a question 
about silver, supplementary to this? Yos. 

14,635. First of all, you say that you would fix the 
minimum percentage of gold and gold securities at 
40 per cent. Can von define at all the proportion 
of that minimum of 40 per cent, which would he 
held in gold? Well, I said mainly gold, ami I 
should propose that by degrees tho whole 40 per 
cent should come to consist of gold. 

14,63(5 All gold? Yes. 

14.637. The actual working percentage you told 

us would 1>« substantially higher. Are you think- 
ing of 50 per cent, or GO per cent, or what is tho 
figure which you would usually work to? — Here, sub- 
ject to my ignorance of Indian conditions, I heliovo 
that the fluctuation in circulation in India is so 
great that a bank would probably have to work 
with 60 per cent, against an average circulation in 
order to maintain its minimum of 40 per cent, in 
times of maximum demand. That is tho sort of 
plan I have in mind. • 

14.638. As to the silver in reserve, what is your 
view as to the desirability of there heiug a holding 
of silver in the reserve? -in the abstract I think it 
is not a desirable security; hut if by law or by 
custom silver is legal tender or in general use, I 
think it would bo proper that a moderate amount 
should be held in the reserve— a small amount. 

14.639. I should ask you, in order to complete tho 
picture, a question which has already turned up in 
the course of tho discussion. Still assuming tho 
f<m ud. at ion of such a bank as that which you have 
described, you would regard the undertaking on the 
part of such a hank to buy as M'ell as to sell gold 
at all times, or gold exchanges, at fixed prices as 
essential to ensure the stability of the value of the 
currency ?— No. 

14.640. You think not?— I am speaking of gold, 
am I not? 

14.641. Selling gold or gold exchanges, was the 

form in which T put the question? I think tho hank 

should buy and sell gold exchanges, but not gold. 

14.642. But it is essential to ensure the stability 
of tho currency that there should be a definite 
obligation to buy and sell at fixed prices one or tlio 
other ?— One and not the other. 

14,643 One and not the other. I am speaking 
of exchanges? — T think that the bank must he 
charged with tho duty of maintaining the exchanges 
within certain limits, but should not be charged 
with the duty of selling gold. 
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14,641. Then the form of your reply to the question 
is that it is essential for the maintenance of tho 
stability of the currency that tho hank should 
accept the obligation to buy or soil at all times 
gold exchange at fixed prices?—' Yes. 

14,645. Filially, would you regard it as safe for 
the bank to undertake to give gold or gold exchanges 
at fixed prices without making special arrangements 
to provide for the eontingenry of rupee coin from 
hoards, for one reason or another, being tendered 
for conversion into gold or gold exchanges P— No; I 
think that tho hank would require to be protected 
against that. Tn order to deal with that the Govern- 
ment should bo required, and should agree, to give 
the hank gold or gold exchanges in return for such 
hoards of silver ns might Ik? tendered to it. 

14,640. In your opinion, it would l>o unsafe to put 
upon the hank an unlimited liability, as it were, to 


redeem silver rupees in view of the possibility that 
silver rupees may, under some condition or other 
which is not to .be foreseen, suddenly, in some 
circumstances, return from hoards for conversion 
into gold or gold exchange, and that it should lie the 
obligation of tho Government to protect tho hank 
against that burden? Yes; if Lliink that should ho 
the obligation of the Government. May I add a 
word to that? 

14,647. If you please? — I think it would further be 
necessary for tho Government to take from tho 
hank rupees at any time when they were redundant, 
and to give t.o the bank rupees at any time when they 
uero needed for normal circulation purposes, the 
Government remaining tho ultimate purveyor, so to 
speak of the coined silver rupee. 


(The witnesses withdrew.) 
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M.H.K., 


Sir Stanley Peed, K.B.E., called and examined. 


1-1,648. (Vhiiiniian.) You have been resident for 
many years in Jionilmy? Yes. 

14.649. You have held responsible positions there? 

—Yob. 

14.650. Are you still resident in Bombay P— No. I 
only visit Bombay ill the cold weather now. 

14.651. When did your regular residence in India 
com© to an end P— In 192:1. 

14.652. You have been good enough to provide us 
with n memorandum* of your evidence, and, if I 
may, I will ask you a few questions in order to 
elucidate tho principal matters to which you refer. 
You say in the first place that in your opinion tho 
time is rip© for a solution of the problems of Indian 
currency and exchange liy measures for the stabilisa- 
tion of tho rupee. Let me put to you, in order to 
ascertain your opinion on it, an opposite opinion 
which has been advanced by several witnesses before 
the Commission, who say u No, it will 1>© more 
prudent to wait until the future of gold prices is 
more clear, and until that groatcr clarity lias been 
obtained by a more complete resettlement of the 
world’s currency systems and the policies, in par- 
ticular, of the Central Banks of Europe.” In your 
view, whut weight ought to be attached to that con- 
sideration ? — I think considerable weight ought to be 
attached to that consideration. I do see very groat 
and manifest difficulties in stabilising the rnpoe at 
any particular ratio at tho present moment. On 
the other hand, I find that practically every solvent 
country in the world has made, or is making, very 

“MppendixHfiT 


great efforts and some sacrifices sit tho present tine 
to stabilise its exchanges. L find in India sin over- 
whelming desire that the present temporary 
measures should ho converted as soon as possible into 
a fixed mid definite policy for the stabilisation of the 
rupee. I find, that all eminent authorities particu- 
larly Mr. Manzc Fe, to whose opinion great weight 
attaches - nr© asserting that there can he nothing 
comparable to a stabilisation of the exchanges in tin* 
promotion of commerce and industry. 1 do view 
with very grave anxiety the present, large absorp- 
tions of gold in India in a form which is not avail- 
able for currency, and which cannot he converted 
into currency by any moans under the present 
system, and which, therefore, passes info incri 
hoards. With the fullest rospeoL for those who hold 
the contrary view, and with the fullest realisation ol 
the difficulties of tho present position, 1 feel we 
ought now to make a really serious effort to stabilise 
our exchanges and to got rid, so far ns we cun, of 
these currency controversies which have been rack- 
ing India ever since I have been in the country, 
which is more than .10 years. 

14,65.4. The contrary argument, as wo have under- 
stood it, is this: that if Lidia pegs her rupee to 
gold now, then she has no defence against any future 
fluctuations in gold prices, and it is asked why she 
should not take advantage of her possession of a 
means of mitigating the shock of exchange fluctua- 
tions in gold value# by allowing moderate and non- 
violent fluctuations in her rate of exchange. As 1 
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understand your reply. Sir Stanley, you recognise 
that Micro is ;i possible advantage in tlmt> course, 
but you do not consider it outweighs Mio advantages 
of :i stable exchange ? -I do not. 

11,654. In your second paragraph of your 
meiuornudum you say that the rupee should Ihj 
stabilised on a gold standard. May l usk you to 
expand that and tell us what the general nature is 
of the standard which you have in mind, and what 
the leading provisions of that standard would be?- — 
I take it all our currency difficulties in Tiidin have 
arisen from depart urea, through administrative 
notion, from the policy which was clearly and de- 
finitely laid down and accepted in 1898 — and only in 
I SlIS after five years’ working to the goal which was 
set down in 1898. That policy aimed at a gold 
standard and n gold currency. Tt was accepted as 
such by the (iovernment of India. It was radically 
departed from, not hv Statute, not after discussion, 
not after any eonsultntion, so fur us 1 know (ami 1 
was in India all the time) with the great financial 
and commercial interests in India, hut by adminis- 
trative action. To my mind wn lmvo now to get 
hark to those fundamental principles, which, so far 
as concerns any fixed cardinal points in Indian 
currency and exchange policy, are those which were 
laid down by the Fowler Committee. As the result 
of the action of all those years, T do not see how we 
can possibly hope te go hack to a gold standard, 
supported l»y a gold currency at the present time, 
hut T think we can go back to a gold standard by 
fixing our rupee in definite relation to gold. >ln a 
very interesting memorandum which was circulated 
to some witnesses, myself among them, not as 
emanating from this Commission, hut as emanating 
from an authority which is unnamed hut about which 
there is no mystery, it is stated that it is within the 
power of Lho (jovcrnmeul of India now to give gold 
at the Tatio to be fixed in large quantities, very 
milch oil the lines of the modified gold standard 
which obtains in England at the present time. That 
is thn immediate step which L have in my mind at 
the present time -with the fixed and definite under- 
taking that it will he supported by an effcctivo gold 
currency, if llien demanded, as soon as the Govern- 
ment of India finds itself in a position to supply 
that currency on demand. 

if, 055. I understand, generally, Sir Stanley, that 
>our recommendation is, a gold standard now, and 
a gold currency some day? — Yes. 

14,050. Will you tell us what the immediate gold 
standard will be how it will Im secured as a definite 
relation between rupee and gold?- -It might be 
secured in two ways. U might bo secured as a 
temporary expedient, by resorting to what is called 
the gold exchange standard; that is, hy selling gold 
export hills at gold export point. Or, better still, 
it might be secured by Government, if it is in a 
position to do so, giving gold in substantial 
quantities, as I understand the Hank of England 
does in London, on demand if occasion arises. 

14.657. A gold bullion standard? A gold bullion 
standard. 

14.658. The essential of that standard would ho that 
the currency authority should undertake to buy and 
sell local currency for gold bullion at a fixed rate? — 
Yes. 

14.659. You say Mint tbo object at which to aim 
is the ultimate establishment of a gold currency. 
Can you Lell us what, in your opinion, the advantages 
of a gold currency for India would he? — It is a point 
on which I would not venture to express a very dog- 
matic opinion, except this — that it kociuh to mo you 
cannot dixorco your currency system from the 
traditions and habits and customs and tho desires of 
the peopio who use that currency. The people of 
Tndia have been accustomed through generations to 
a full value currency, nml if you are going oil the 
gold standard it seems to me you must be prepnrod 
to meet that desire by establishing a gold currency. 
It is argued that a gold currency is unsuited to India, 


and is too expensive for India, but knowing some- 
thing of Indian opinion, 1 say that so long as the 
gold currency is withheld it will always lie demanded. 
On tho other hand, if a gold currency is offered, when 
perhaps there is a closer realisation of its :?ost, and 
of some of its possible disadvantages, we may find that 
the desiro for it, which is now so very strong, will 
not lie so strong, and that we may be spared the ex- 
pense attaching to a gold currency. Rut that a gold 
currency is essential as the goal of tho poligy to bo 
laid down in order to provide a definite acceptable 
currency system, 1 think, so far as my knowledge 
of Tndia goes, in beyond doubt. 

14, GOO. 1 am not quite sure I understand you aright. 
Do I understand you to say that the peoplo of India 
have been at any period accustomed to a gold 
currency? — To a full value currency. 

14.661. Whitt do you mean hy that? — L mean that 
for years, almost for centuries, the rupee was a full 
value coin. It was exchangeable for its full weight 
in silver. It is now very nearly its full value. A full 
value coin is one to which tho Tndiun peoplo aro 
accustomed, and which they desire, and which they 
will demand until, when it is freely available, they 
find that it has not got perhaps those particular ad- 
vantages which they row attach to it. 

14.662. Historically has Micro been any period in 
which there has been an actual gold currency? I 
am asking for information ?- 1 think it is vmy doubt- 
ful. Wo hear a good deni of tho old gold mohur, but 
my reading of Indian currency history reading hack 
to Mic 17th century — is that the gold mohur was more 
a nominal than an actual circulating coin. 

14.663. I do not know whether I hnvo taken it 

aright, hut you have produced this impression on my 
mind : > cm really advocate the establishment of a 

gold currency ns the only means of curing the people 
of India of a demand which you do not yourself con- 
sider as probably a very prudent demand? — 1 would 
not put it finite in that way. I would not say “ a 
prudent demand.” It has been laid down on tin* 
substantial authority of the Chamberlain Commission 
of 1913 that the Indian peoplo are entitled to the 
currency which they demand. I think we cannot 
arrive at a satisfactory settlement of the Indian 
currency problem until wo arrange to give tho Indian 
people tbo currericy they desire. If we arrange to 
give the Indian people tho currency they desire, and 
if there is nuy conclusive weight in tho arguments 
which have been advanced that* tho gold currency 
is expensive and unnecessary, it is possihlo that we 
shall then find that tho Indian people do not desire 
a gold currericy, which they do desire now, on t.lio 
principle that what you can got you do not always 
want. Rut so long as the present desire for either 
a gold currency or a policy aiming at a gold currency 
is unsatisfied or withheld, so long will the Indian 
currency system, to my mind, ho regarded as not 
ineeling Indian requirements and Indian desires. 

1 1.664. I gather it is your opinion that tho under- 
taking of tho obligation of providing a gold cur- 
rency could not bo immediately considered? — That is 
a matter rather for tho expert advisers of the 
Govern inent of Tndia, but T fool that tho Govern- 
ment- of India would not feel itself in a position 
to-day to give gold for currency on demand, just os 
t presume tho Rank of England does not feel in a 
position to give gold for currency on demand, 
although it is willing to give, and does give, gold 
in substantial quantities. 

14.665. Lot me refer you to tho proposal which 
you have had in' your hands for consideration — the 
proposal for a gold standard with a gold currency. 
Let me refer you in particular to tho provisions of 
the proposal relating to silver. Can you assist the 
Commission with a general opinion as. to the 
desirability of that proposal? — The most significant 
point in the proposal which struck me was that I saw 
no provision made for the normal wastage or absorp- 
tion of the rupee currency. I do not know what 
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tho figures are now, but they used to be estimnted 
ns between four and five croros. I hove been told 
they are about nine croros per annum at the present 
day. If tlu» absorption of rupee currency is at the 
rate of nine croros per annum, I cannot son that wo 
need face the expnnso and disturbance involved in 
the proposal lo melt rupees and sell silver. I do 
not see that we need lie precipitate in reaching the 
ultimate goal of a full gold currency. 1 believe, 
provided that the rupee is stabilised on a gold basis 
to-day, and provided that either now or in tho very 
near, future gold is made freely available in sub- 
stantial quantities, we might wait for the normal 
contraction of the rupee currency through tho annual 
absorption of tho currency before going to the full 
gold currency which we have in view, even although 
it may never be fully reached, rather than resort to 
the drastic expedient of melting down largo quanti- 
ties of rupees, with all the disturbances it entails and 
with the possibility that at no distant future date, 
having melted down your rupees, you havo to start 
coining them again. 

14.666. It has been put to us that silver is a great 
Indian interest, because, for instance, of the large 
holdings of silver amongst the people of India as 
a store value ; that this proposal for tho dethronement 
of silver would inflict a severe shock on the silver 
market and on the value of silver, and that that 
roquires a very great deal of consideration from tho 
point of view r of tho general interests of the Indian 
people. What is your view upon that aspect P — I 
think that is an argument which is entitled to tho 
gravest consideration, in view of the enormous quaii- 
litios of silver which are held in India, but my 
criticism of those proposals would be that they are 
more drastic the dethronement of silver and tho 
possible slump in the price of silver — than is 
demanded by what I call a reasoned view of the 
Indian currency situation. 

14.667. Turning to the gold aspect of that scheme, 
it is estimated, as you see, that the amount of gold 
required would he some £1 Oil ,000,000 in the course 
of some 10 years. Are you prepared to express any 
opinion, Sir Stanley, as to the effect of that extra 
demand upon gold markets and gold values in the 
world at largo? — That is a consideration quite 
beyond my knowledge or competence. 

14,663. As L understand it-, 1 have gathered l lie 
impression that your general \ lew as regards that* 
scheme is, to put it in a word, that it. goes too 
fast ? — Tt is. ^ 

14,669. Lot me continue your memorandum at t ho 
point at which I made a diversion. You deal in 
paragraph 2 with the question of the ratio. Let 
me toll you a general difficulty which 1 felt about- 
your argument, and see if you can kindly assist 
me in it. You argue, as I understand, Sir Stanley, 
that wo ought to adhere lo. an established legal 
standard as regards the rupee, and that, is tho Is. 4d. 
When looking at a standard of that sort you 
must have regard to the standard dr. fat to mid tie 
/lire; and it has been put to us that the dr jure 
standard is 2s., and that the dr. facto standard is 
Is. fid, and that. la. 4d„ is neither. I rather wanted 
to understand how' it is you are able to say that the 
Is. 4d., standard is thp established legal standard? 
- T would venture to put it slightly differently from 
tho argument you have advanced. We say the do 
jure, standard is 2s. Is not the argument* that the 
dr jure standard is 2s. something like the ancient 
statutes which lay it down that a person shall lie 
hanged, drawn and quartered for the crime of high 
treason? Tt is a dr. jure standard wjjicli never had 
any existence whatsoever. It had no existence in 
law really, hecniiMs it was only waste-paper, and 
certainly it had no existence in practice. Therefore 
with all respect, I cannot attach the slightest import- 
ance to any argument based on tho fact that owing 
lo a combination of tragic events the 2«. ratio is 
the de jure standard. Therefore, I come back to 
the two practical standards, as we may call them. 


Tho Is. 4d. standard was tho definite goal of Indian 
fmaneo and currency policy from is*):* lo 1619. It 
was the goal pursued 1k*1-wcoii 1S9.T and 1S98. IL 
was definitely recommended in 1 S!)S ; it was accept <*d 
in 1893, and it was practised from 1 39.3 onwards. 
It was maintained until J917, when il broke under 
Hie shock of war but only to a very slight extent, 
the real serious break in tlm Indian standard was 
not during the war; it was after the war. As I 
read Indian currency history it is that if the CJovern- 
meiiL had not been Jed away bv tho will-of-t be wisp 
of the 2s. ratio, but had done what I ventured to 
suggest Indore the 1919 (Commission, namely, pursued 
the true line of policy, tlmt having followed silver 
up they should follow silver down, then* is inti tho 
slightest doubt, it seems to me, that we should have 
revolted, certainly by 1921, to our long established 
legal standard of monetary payments, which is lo 
rupees lo the sovereign and Is. 4<l. to the rupee. 

14.670. If l may interpose here, is not the cth-ct 
of the first part of your reply that we ought not- to 
look at the legal standard -what is merely legal, 
because undoubtedly what is legal now' is 2s. p - 
That is so. 

14.671. So w© must really get rid of that word 
** legal }1 in our search for a basis? I do not want 
to he meticulous, hut I would call il. the legal 
fiction standard as against, an established standard 
of money payments, which for all those years was 
lo rupees to the sovereign. 

14.672. I can understand your argument, in that- 
it appears to me to he based at first upon two things 

upon a reference to substantial facts a ml merits, 
and a reference to law; hut, it is as regards the 
reference to law that T feel the initial difficulty, 
because if it is law that the rupee is 2s. then it 
cannot* he law' that the rupee is Is. 4d.P I fully 
appreciate your point, so wo will call it the 
established standard of monetary payments from 
1898 until 1917, and leave out the word “ legal,” 
which I quite see is not quite correct-. 

J'1,673. Then we conic lo tin* fact that il was the 
established standard from 1898 to J917. Let me a^k 
you just one or two particular questions upon that. 
You say that the ratio was the legal standard of 
money payments from JS9H until I he disturbances 
caused by the war. When those adjusted them- 
wives Indian exchange fell approximately to Is. -Id., 
f nit, it not* only fell to Is. 4d., it also fell a good 
deal lower than that, and subsequently rose and 
passed above that- level?— That is so, hut I he fall 
below Is. 4d.. was merely fractional in comparison 
with the rise above Is. 4d. 

11,671. 'That was so, was it, hut it did not- show 
any greater tendency to remain at Is. -Id. in prefer- 
ence to various other rates select ih I then. I see it 
went* down to Is. *Vr,d., nml then it* rose steadily up 
to a Is. 6d. level again? - -Rut T think T should he 
prepared to argue that if the (iovernmont of Tndia 
liad not frittered away fl do not use the phrase 

offensively) the very large gold resources which they 

held at* the close of 1919, and which, if my memory is 
right, amounted to something like 108 millions sterl- 
ing, the maintenance of exchange at In. 4d. gold 
would have been, I will not say within their compe- 
tence, hut would have been a- mere trifle in com- 
parison with the efforts they had to make commenc- 
ing in 1907 and again, I think, in I91.T to sell reverse 
councils in order to maintain exchange from falling 
below gold export* point. 

M.67o. What T wanted to clear my mind about, was 
whether in your opinion, since the departure from 
Lhe long period of Is. 4<1., the subsequent- movements 
of exchange, as they are on record, show' any tendency 
for the rate to gravitate towards Is. Id.; because the 
figures at first sight suggest that it is not tho case? - 
T should like to suggest for your consideration that 
the rise of the Indian exchange above Is. Id. is duo 
to wholly exceptional conditions. It is due to the 
fact that we have had four bumper years, or prac- 
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tirally speaking bumper years, in succession. It is 
also duo to the fact that owing to various causes, 
chid amongst Ihem being high prices, India has 
more or less starved herself of imports or, rather, 

\ should say has rigidly dieted herself in the matter 
of imports. The result is that we have had this ex- 
ceptional balance of trail© in favour of the country! 
It is also due to the fact that failing the establish- 
ment of any I will not say legal — ratio, but any 
working ratio between the rupee and gold, there has 
not been that normal method of adjusting the balance 
of trade by the tendering of gold at the Currency 
Offices in exchange for rupees, which would have had 
tin' effect of stabilising the rupee at the ratio when 
it fell to its long established standard of money pay- 
ments. 

14,676. I do not quite follow what you mean when 
you say that India starved herself of imports. Do 
you mean that she starved herself of imports of gold? 

- 1 Was speaking of general imports of merchandise. 
She has really had a surplus of gold because she has 
not bought her normal requirements of merchandise 
owing to many conditions, chiefly that of high prices. 
That. India has very severely dieted herself in im- 
ports of merchandise seems to me to be fairly clearly 
established. I noted particularly the statement of 
Lord Mmmott the other day on the decline in yardage 
of piece goods imported, and there are many other 
commodities. Therefore T think the rise of the rupee 
to Is. Gd. has boon due to very exceptional causes. 

14,077. But gold also is a commodity, and it is a 
commodity which India lias preferred to buy during 
these years in order to make up tho balance of her 
I ratio? That is so. 

1-1,07^. llow does that affect the exchange position? 
As regards the exchange position, must not gold im- 
ported be looked upon as a commodity like any other? 

- I have seen it argued although this is a point on 
which 1 cannot express any very definite opinion — 
that the rise in exchange has also had its effect on tho 
purchase of gold. It has made gold relatively cheaper 
in comparison with articles of merchandise. If that, 
thesis is correct, 1 think it is entitled to very grave 
consideration in this matter. Those who aro accus- 
tomed to dealing with tho Indian market know that 
there is no community in tho world which reacts more 
quickly to what it considers to lie high prices. When 
prices aro what the comm unity consider to be above 
fair value, they do not. buy, and that this factor has 
been operating in tho last four years I think is fairly 
clearly established by tho trade figures. 

14,071). Jn the next paragraph you refer to tho 
volume of contractual obligations which were 
entered into at the Is. 4d. rate, and I understand 
you put that, forward as a reason for the rest oration 
of that. rate. What would he your opinion on the 
contention that all such relations have been upset 
b.v the long period of fluctuating exchange through 
which India hns passed since 1017, and that the 
bulk of new contracts has been built up found the 
Ik. Gd. ratio? If I may put it slightly differently, 

L say my fundamental point is this- The established 
standard of money payments is one which should 
never lie disturbed except for reasons of paramount 
necessity. I agree entirely until those passages in 
the Minority Report of Hit? Committee of 1010, which 
say that, these should be regarded ns less open to 
modification than any other Legislative Act. Time 
is my first and main point, and everything is sub- 
sidiary to that; but my answer t<o the specific ques- 
tion which you pul U> me would be that the volume 
of contractual obligations between 1897 and 1017 is 
possibly considerably larger than the volume of con- 
tr actual obligations entered into since 1917, 
especially when we find that for so many months, 
not to speak of years, those contractual obligations 
were entered into round about Is- 4d. Tin* first date 
at which 1 see the exchange touched Is. 6d. was 
Octolier, 1024, and even after that it fell below 
Is. Gd. Using that ns a purely sccondury argument,*' 
that is my secondary argument. 


14.680. Let us tako these two arguments in turn* 
First of all as to the first — that the ratio should 
never be disturbed — a critic might put this against 
you, and I should like to know what your reply 
would be." He might say, “Yes, 1 entirely accept 
that, the ratio should nevgr bo disturbed arbitrarily : 
but as a matter of fact in this case the Is. 4d. rutio 
was disturbed long since, in 1917, and now you have 
in jts place another ratio of Is- 6d. Therefore your 
contention that tho ratio should never be disturbed 
is now an argument in favour of tho existing ratio, 
that is, Is. Gd. ”? I should venturn to differ, Vith 
all resiHU't, from that proposition. I say you had 
your established standard of money payments ex- 
tending over this very long period. It. was an 
established standard, definitely accepted and worked 
to, and to which the Government was committed 
over tin’s very long period- Therefore there is 
attached to this standard a weight far transcending 
that which can be attached to any temporary 
fluctuations. Moreover, I would put this very 
strongly indeed — that if you accustom n people to 
thinking that your established standard is a thing 
of small or light account to be altered to-day or to 
he altered to-morrow, or to lie altered according to 
a rate which may ho practical, which may be fic- 
tional, which may* ho impossible, without, special 
reasons, then you are creating in the minds of the 
poopl? a very dangerous precedent indeed. You are 
lending them to think, as ,T said before, that you 
regard this not as a weighty matter, hut. ns n light 
matter, and they may come to regard it in the same 
light too; and if for any reason your new ratio 
becomes unattractive it will be to them a compara- 
tively small matter to alter it again. 

14.681. As I follow flint, argument, your view might 
he affected if, whatever ratio were selected at the 
ptesenl time, it were to be supported by a mechanism 
which it was beyond tho power of the Government to 
alter? — l would not put it quite like that. 

11.682. Because, von remember, your argument 
was based on the suggestion that, tho ratio could be 
altered at will. But siipposo a mechanism was 
adopted which would make it impossible for the 
Government (or for the Currency authority, whatever 
it might. l>e), to* ulter the ratio at will, then that 
argument would be met, would it not? Not fully, 
because T take it that any alteration in the ratio 
must bo by an act of the Legislature, and if you 
accustom the Legislature to thinking that an altera- 
tion of the standard of money •payments (if I may 
use my own words) is a thing which may be con- 
sidered quite light-heartedly, you may have another 
Legislature in the very near future applying the 
same tradition and altering your standard again. 

14,686. You see, Sir Stanley, that we are in the 
unfortunate position in which there has got to be an 
alteration of the legal ratio by an act of the Legis- 
lature, because the present legal ratio of 2b. is 
obviously one which it is impossible to adopt etui 
maintain. C*n we free ourselves from this necessity, 
which you consider so regrettable? — You cannot free 
yourselves from tho obligation of altering what \ 
call the legal fiction ratio. That is inevitable, lie- 
cause it has never existed. On the other hand, the 
question is to my mind as follows. If when you are 
getting rid of this lamentable fiction you are going 
back to what was tjie established standard of money 
payments, fixed by expert advice ami by Government 
action over this very long period, and only departed 
from nominally temporarily under stress of extra- 
ordinary measures arising out of the war, you arc 
going back to 4)ie one firm definito bolding ground 
in (Indian currency and exchange policy. If you aro 
going to attempt to give legal authority to the 
present market ratio, you aro doing quite a different 
thing. I do noj % wish to be dogmatic. I do not wish 
to say that you should not do that, hut I do say 
that if you do it, or if the Government do it, you are 
going on exceedingly dangerous ground and arousing 
a widespread belief that tho established standard 
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can bo treated as a matter of small account and as a 
matter of convenience and not us a matter of 
principle. 

14.684. As to the practical interests involved, can 
you, from your long experience of Indian business, 
gmda us at JU as to the> volume and magnitude of 
tne interests involved in the contracts still outstand- 
ing and entered into on a basis of Is. 4d. in com- 
parison with the magnitude and volume uf the in- 
terests involves! in contracts which have becu entered 

* into since upon other buses, and lately upon the 
lb. tkl. basis ? — I could not give you any opinion 
which would be worth the attention of this Com- 
mission, except this — that 1 fancy that most of the 
contracts entered into on the Is. (jd. ratio have been 
very carefully covered through exchange. My own 
experience is that, warned by experience, people with 
any foresight have covered their exchange lor some 
little time pest. 

14.685. Those are all contracts involving external 
currencies ? — Yes. 

14.686. But there is a very large volume of con- 
Lrucis which do not?-- T)iat is so. 

14.687. You say you do not see any insurmountable 

difficulty in restoring tho Is. 4d. ratio. Tho current 
rate of exchange being Is. 6d., by what method do 
you propose to restore the is. 4d. ratio? — 1 take it 
that it would bo for tho Uoverumont to give gold 
in exchange for rupees at Is. 4*1. 1 am not at all 

inseusible to tho difficulties and to the disturbances 
which would bo involved in such, a change. Believe 
me, 1 would give anything to feel that they could ho 
avoided. 1 think they are likely to bo much more 
lar-rejcliiiig than many strong advocates of the Is. Jd. 
ratio consider, but on the other hand, 1 do feel that 
whatever course is taken it will involve disturbances, 
and that wo have to take our courage in both our 
hands and face those disturbances — if they are 
reasoned disturbances if they are unavoidable in 
ord.T to get our Indian exchange and currency 
policy down to rock bottom for as far ahead as wo 
can see. 

14.688. Tho only way in which you can bo sure of 
following out a dcJinite decision to return lo Is. 4d. 
is by lneaisures affecting the currency, in substance, 
measures of inllatioii, of increasing the supply of 
interim! currency in relation to the demand. Do you 
think that is substantia lly so? — I dojiot know enough* 
of the internal management of currency to mako an 
expression of opinion worth anything. 1 notice it 
has been so stated with authority, but L have not 
enough technical knowledge to express any opinion. 

14.689. If it we) o so, would it be the case that one 
would have to contemplate that that would create a 
certain amount of disturbance to prices and contracts 
in India? — I think it undoubtedly would. 1 think 
that is a contingency we must faco. I do view with 
some appichcngion the disturbance in internal prices 
which must follow, hut 1 should he prepared to fact 
that disturbance as part of the price we have to pay 
for getting our bedrock currency policy. Alter all, 

• if all the authorities are to be believed, thfcre was 
a very great disturbance of prices and of industry 
and of commerce in England when England went on 
to the gold standard**, That disturbance was faced 
and sacrifices were made for the greater objective 
which- was in 'view. If we wish to get to rock bottom 
we must bo prepared to pay a certain price for it. 

14.690. In order to make your argument perfectly 
clear, I should like to ask what in your opinion would 
he the apecifio advantages to be gained by a return 
to the Is. 4d. ratio, to "lie set aguinnj the disadvan- 
tages of disturbances tui which we hilve just been re- 
ferring? — My answer to that would bo that if wo 
returned to tho Is. 4d. ratio we should return to the 
long established legal standard of monetary payments, 

k which I do press as something tfhich must be 
regarded as almost sacrosanct. I go much further. 
I have tho very greatest doubts as to whether you 
could, without drastic measures involving very con- 


siderable disturbances, maintain your rutio at the 
high figure of Is. 6d. if thut were selected. We are 
husking now in tho halcyon atmosphere of four 
bumper years. My memory, ns tho memories of many 
of us here, goes back to tho famine years of 1896 and 
1897 ami tho famine years of 1899 and I960, and to 
Tim three lean years which followed. Mine is not 
a theoretical knowledge of those days. 1 spent many 
mouths travelling through the famine districts, 
where you could travel for days through country 
which did not produce a blade of grata*, much less an 
ear of corn. L say again that we must not build too 
highly on these halcyon years. A cyclo of lean years 
is almost bound to come, and when it does come, 
though wo hope ami pray the shock will not bo os 
great as it lias been in the past, the shock on Indian 
export trade will still bo very great indeed. Frankly, 
I should view with profound apprehension tho possi- 
bility of maintaining the ratio of to-day - Is. 6*1. — 
through a series of lean years without very drastic 
measures which would he very disturbing and whose 
effects cannot be foreseen. Even whilst this Goin- 
mission ban been sitting a mere temporary lull in the 
volume of exports has produced such a weakness in 
tho Is. 6d. rate that the Finance Member has had to 
come forward with the proposal to issue reverse 
councils a thing which was unknown between 1897 
and 1907 ; all through those famine years, on tho 
Is. 4d. rate, there war* never any suggestion of tho 
issue of reverse councils. When tho first idea of 
issuing reverse councils arose, the Government of 
India and the Secretary of State wero taken by sur- 
prise, because it was a thing they had never contem- 
plated. If with this very slight lull in the export 
trado exchange shows this weakness, does it not show 
that prices and condition* have not yet adjusted 
themselves to current rate? 

14.691. Tho question of the possibility of main- 
taining a Is. 6d. rate, or indeed any other rate, 
is really a question as to whether the reserves are 
adequate for that purpose, is it not? — It is. 

14.692. Can you express any opinion as to whether 
the present reserves held by tho Government of India 
are adequate or inadequate for tho maintenance of 
a Is. Gd. rate in view of tho possible eontractibility 
of tho Indian currency? -I could not at Is. Od. 

14,098. That, after nil, is tho most material, and 
perhaps tho only material or relevant, question for 
consideration when ono is considering whether tho 
Is. 6d. rate can bo maintained or not, or any other 
rate? — It is possible to argue that if the Government 
of India had had 2,000 or 3,000 million sterling 
resources in 1920 they might have ’ stabilised the 
rupee at 2s. 

14,691. Tho answer to that question does involve 
consideration of tho adequacy of the reserves?— If I 
may say so, 1 am enormously impressed when I look 
down this table of tho .exchange rates between 1919 
ami 1920, to^find how very rapidly, when once arti- 
ficial forces were removed, exchange fell to what I 
call tho established legal standard of 15 rupees to 
the sovereign. 

14/595. I was trying, at tho beginning, to ascer- 
tain whether, in your opinion, there was any 
tendency to gravitate towards Is. 4d., and my ques- 
tion went to suggest that thero was a greater fall 
below, and that it was difficult to detect any 
tendency to settle at Is. 4d. ? — By those figures? 

14.696. My figures show that the exchange fell to 
Is. 3d. in February, 192 IP — I have a different figure. 

14.697. However, that is a simple deduction to 
be mado from the figures which perhaps is not much 
illuminated by question and answer. Now, ns to the 
recent circumstance - to which you have just referred 
in the exchange market. I understand you suggest 
that it is due to n temporary falling off of exports. 
J do not .know whether it has been suggested in 
evidence, but it has certainly been suggested in tho 
press, that it is due to another circumstance, namely, 
to speculation on the report of this Commission. 
From your knowledge of the Bombay market, can 
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you express any opinion about that t— I left Bombay 
on the 27th March, and the exchange was weak then. 
You could cover exchange at Is. 6d., but the fall 
below Is. 6d. occurred after I left, so I cannot 
express an opinion. Up to March 27th, however, l 
heard no talk of the weakness of exchange being due 
to speculation. 

14.698. I think it has also been announced in the 
Press that no Reverse Councils were, in fact, actually 
sold, but that the more oiler was enough to steady 
the market P— So I gather. 

14.699. Would not that indicate a speculative 
rather than a substantial movement? — I should not 
like to go quite .is fur as that, because, there again, 
you coinc back to the principle — what you cun get 
you do not always want. If you do not know whether 
you can get reverse Councils you cover your possible 
requirements in advance. 

14.700. I now pass to your paragraph No. 5, where 
you deal with the controlling authority. What is 
your view upon the contention that, under the 
present system, the currency and the hanking 
reserves of the country are divorced, and that it 
would be more economical, and desirable in the 
interests of trade and commerce, to amalgamate the 
two reserves in the hands of an expert banking 
authority in touch with the commercial needs of the 
country? — Are you speaking of the question of the 
Imperial Bank taking over the Noto issue? 

14.701. The control of tho note issue and tho 
currency mechanism by a banking authority. T would 
like to generalise the question before referring to 
tho Imperial Bank? — It seems to me that this ques- 
tion of the note issue being taken over by a banking 
authority is ono which does not admit of any easy 
answer. The note issue has now attained very largo 
dimensions. It has great stability and it commands 
wide confidence. That has only been attained by 
very slow steps. Those of us whose memories of India 
go back for some time realise bow very painful and 
anxious were the steps by which this position lias 
been attained. I for one am frankly very fearful of 
any disturbance of the authority behind that Noto 
issue which may weaken confidence in it. I do not 
think that any honking authority would carry tho 
same measure of public confidence as the Govern- 
ment Noto, stamped with tho King’s head, does 
among the great mass of the Indian people. 

14.702. Perhaps there aro really two questions 
involved-first, the status of the Government Noto 
(or of a Bank Noto bearing tho name of the Govern- 
ment of India), and, secondly, the authority con- 
trolling the Noto issue and the currency system. 
What you said rather applies to the first head, does 
it not; that is, the actual status of the Note as being 
a Note of the Government, bearing the name of tho 
Government ? — That is so. Ten or 12 years ago it 
used to be said by those in authority that if the 
Presidency Banks took ovor the Noto issue they 
could double the Noto circulation. It might have 
been true then, but I very much doubt if it is truo 
now. 1 think tho Noto issue in the last 1CT or 12 
years has been so efficiently handled that if it were 
put into the hands of a Bank it could not, or would 
not, be likely materially to expand at the present 
time. 1 think that people have very little to com- 
plain of, and much to admire, in the ability and the 
efficiency and the elasticity with which the Note 
issue has been managed for some time past. On 
those grounds per se I see no object in, and many 
disadvantages in, a change to a banking authority. 
I venture to suggest that one is only justified in 
making that change if it is bound up with other and 
larger issues. Another and larger issue which I have 
in mind is that I do attach yery great importance 
to the Imperial Bank taking over the management 
of the remittance business of the Government of 
India; and, if it is necessary for that purpose— I do 
not say it is, but if it is— that the Imperial Bank 
should have the management of paper currency, that 
puts the matter in a different light; but if the 


Imperial Bank can carry out the management of the 
remittance business of the Government of India (I 
am speaking of remittance to London of funds 
required by the Secretary of State, and not the 
accretions round that natural principle) without 
managing tho paper currency, then I see very great 
advantages in leaving the Note issue whore it is now, 
and that is in the hands of an efficient Government 
Department, carrying tho full imprimatur and 
cachet of tho Government as a Government. 

14,7011. Distinguishing between those two questions 
to which I have referred — that is, the status of the 
Note as a Government Noto or a Bank Noto, and 
who is to control, would you base any deduction upon 
the cxrerience of other important countries, in which 
wo know that, almost without exception, the control 
of the Noto issue and of the currency is entrusted 
to a Central Bunk? -Absolutely none. I do not 
attach the slightest importance to the experience of 
any other country, unless we can establish the premiss 
that the political, historical and social conditions of 
that country are comparable with tlioso in India. 

14.704. There is a great variety of social, political 
and historical conditions in all civilised countries on 
the globe. What are the essential Indian conditions, 
if any, which distinguish India from all these other 
countries? — In India the prestige of Government 
stands immeasurably higher than any Bank, even the 
Imperial Bank of India. To the Indian people tho 
Government as a Government is the great and 
dominant force in the country, and 1 think a weight 
and confidencn attaches to a Government Noto which 
a Bank could not hope to be able to build up for 
many years, ir over in our time. 

14.705. Tho further point, apart from the status of 
tho Note, is the question of the control of tho Noto 
ivsne r.nd currency system. A considerable voluino 
cf evidence has been given before us in India express- 
ir g what I must not hesitate to call profound sus- 
picion of the Government ns tlm controller of tho 
nation’s currency, on the ground that it is mani 
dating the currency in a manner which is suspected 
to be not always in the best interests of India. Wo 
have to recognise that this evidence has been given. 
What is your opinion as to the weight which should 
be attached to it J — If I may, I would divide that 
into two heads. There is a great deal of criticism 
of the policy of tho Government in currency and 
exchange matters— not of its management of the 
Note issue, but when we are speaking of Government 
we must remember the dual .composition of the 
Government of India. There is the Government of 
India in India — tho Viceroy and tho Governo- 
General in Council, and the Legislatures, which is 
an authority which we know, and an authority with 
which we can deal, and an authority with which we 
aro in contact. Then there is the Secretary of State 
and liis Finance Committee, six thousand miles away. 
That is an authority we do not know, an authority 
with which wo cannot deal, an authority with which 
we are not in, contact, and an authority about whose 
actions we know nothing. They may -be like C aes ar’s 
wife, but we do not know. I think — I say this with 
u full sense of responsibility— to at a great deal of 
the suspicion of the acts of Government in currency 
and finance matters is not due to the acts of Govern- 
ment in India as the Government of India, but is 
duo to the measures taken by the Finance Authorities 
in London, even although they may lie the wisest) 
possible. 

14.706. You express an opinion in the next para- 
graph in favour of Notes of small value, such as tha 
l-rupe« NotoP-J do. 

14.707. You say they form a line of defence against 
any manipulation of the silver market in face of a 
demand for the coining of rupees. I am not quite 
sure that I quite follow the suggestion there. Will 
yon expand it P — I tbink the 1-rupee note is a very 
niarveHous instance of the confidence in the noto 
issue. The , 1-rupee note was not issued except at 
a time when there were great difficulties in converti 
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bility. Nevertheless it almost immediately estab- 
lished itself as a circulating medium. I gather that 
the sole and only reason for withdrawing the 1-rupes 
note was its cost. Tf it had not been for the necessity 
of drastic economy in the Government of India’s 
finances, the withdrawal of the no to would never 
have been considered. I think it is very difficult, 
in a country like India, to withdraw and issue a note 
at your convenience and expect it to enjoy the same 
measure of public confidence. 1 know from the re- 
cords put before me that the silver market has hee-i 
in the past deliberately cornered against the Govern 
ment of India. 

14.708. That is tho sort of manipulation which you * 
have in mind here?— That is one. Another is that 

I think it was laid down that if the Government of 
Tndia came into the silver market throe years in 
succession the rise in the price would ho between 
3d and 4d. an ounce. The 1-rupoo note is a popular 
note and does form a means of adding to tho rupee 
currency without coming on tho silver market if it 
is undesirable to do so. 

14.709. I understand your argument for the small 
note is that to the extent to which it can he passed 
into circulation it liberates tho Government from 
tho silver market? — That is so. 

14.710. What is your opinion as regards tho sug- 
gestion that tho 1 -rupee note should bo mndo legal 
tender for a certain limited amount only? — It is 
a point I have never considered. Tho 1 -rupee note 
circulated with such ease and confidence, and was 
such a convenience, that 1 see no oho jet at all in 
restricting its use. 

14.711. You say in paragraph 7, “The remittance 
operations of tho Government of India should bo 
conducted by tho Imperial Hank of India, through 
the purchase of sterling in Tndia, and limited to 
meeting tho luimo charges of tho Government of 
India.’* Could you amplify how in practieo that 
would work out? How would the limitation bo im- 
posed? — In his budget statement the Finance Member 
makes a very careful forecast of his sterling require- 
ments for tho year. Ho knows within certain limits 
when that money will bo wanted, [t seems to me 
tlint it is for him to arraugo with the Imperial 
Hank, cither acting as principals or agents, which- 
ever is found desirable, to place tho Secretary of 
State in command of that money at tho timo when 
it is wanted, and it eceins to mo having done that 
tho Finance Member’s responsibilities have finished. 

1 cannot see, and ijcver could see, any reason what- 
soever why tho Secretary of State should take upon 
himself the obligation of finding remittance for the 
convenience of trade. I know of no other Govern- 
ment Department — certainly I know of nono in the 
Golonial Office which undertakes to finance tho 
remittances of the Dominions. I do not think any 
of the High Commissioners undertake to finance 
the remittances of Australia, or Canada, or South 
Africa through the sale of council bills or bills on 
tho Australian, Canadian or South African hanks. 
That is a proper and legitimate banking function. 
Quite apart from that, as a matter of principle, it is 
from this practice that some of our gravest and 
most serious financial difficulties have flowed. I 
do not want to rnko among the dead ashen of the 
past, but I could occupy the time of this Commission 
almost indefinitely by pointing out the very serious 
disadvantages which have accrued to Tndia from this 
practice of tho Secretary of State selling hills over 
and above his own requirements. Could anything 
he more grotesque than that a Secretary of State 
like Lord Morloy should get up in London and 
boast to the bankers in London that 70 million 
pounds of Indian money in London was lent 
out to London banks at a time when the 
monetary stringency in Bombay was so great 
that the head of ono of tho indigenioug banks 
told me that lie dared not go to tho Bank of 
Bombay for an advance on his Government paper 
because he knew the Bank had not the money to 
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spare? That is only one instance of a thousand. 
The whole records of the Government of 'Tndia teem 
with tho embarrassments which have Imon thrown 
upon them by this practice of a Secretary of State 
selling hills for the finance of trade over ami above 
his requirements very often --quite unconsciously I 
know — in total disregard of India’s monetary con- 
ditions. It is not necessary to refer to the fart, hut 
it was placed before one of your distinguished pre- 
decessors that one of the most eminent financial 
authorities in India said he was going to write his 
next despatch in his heart’s hlood because of tho 
difficulties which had been thrown upon him. The 
Sis- ret ary of State should be placed, and must be 
placed, in possession of all the funds necessary to 
meet his statutory requirements. When he is 
furnished with those he has no place in the money 
market at all. The elaborate organisation of the ex- 
change banks and the other banks is perfectly com- 
petent to finance Indian trade, and that is their 
legitimate work. T have got this 41 lux* in my 
bonnet,” and I feel very strongly on it, because I 
do think that ono of the greatest grounds for the 
suspicion of the financial policy and currency policy 
and cxclinngo policy of the Government of India 
which we know exists and which we wish to see re- 
moved, has sprung from this practice of tho 
Secretary of State assuming these immense financial 
obligations which are no part of his business and 
which are no part of his constitutional position. 

14.712. As I understand tho method which you 
propose, it would he this — that the. Hank should 
undertake the obligation of providing remittance for 
the Government of Tndia? — That is so. 

14.713. And that it should provide it by ordinary 
hanking operations? — The Government no doubt 
would have to notify tho Hank its requirements for 
periods, and the whole conduct of the business would 
ho in the hands of tho bank. The Government 
should, as you put it, retire from tho exchange 
market altogether. In order to make it quite clear, 
you say that the operations conducted on behalf 
of the Government should lie limited to tho Govern- 
ment requirements. Do you moan to tie the system 
down so closely that the Hank acting as agent on 
behalf of tho Government should not lake advantage, 
as any prudent agent acting on behalf of any other 
customer would, of advantageous periods of laying 
down requirements in advance? — Provided the matter 
was in the hands of the Imperial Hank, I would givo 
them very wide latitude to carry it out at their 
discretion, bccauso the Imperial Hank is in daily, and 
really in hourly touch with Indian monetary con- 
ditions and Indian market conditions. The Imperial 
Hank being in this vivid contact with Indian con- 
ditions would never operate, except in harmony with 
Indian needs. If these remittances are in the hands 
of that hank >L think it would be a great mistake to 
lie the bank down unduly by narrow limitations. 
They would have the general responsibility of laying 
down such sums ns the Secretary of State requires 
to satisfy his requirements, and they arcs perfectly 
competent to bo given latitude) to carry Dial out in 
the best possible way. 

14.714. Tf it were in the hands of the Hank you 
would he content to leave it to the discretion of the 
Hank as to when the actual transaction could be 
made to the best advantage of its customer? Yes. 

14.715. That implies that adequate working 
balances should be retained in London? — Prix-isely. 

14,710. (Sir Purshotamtbu Thakurdas.) ft has heon 
pointed out to you, Sir Stanley, that no reverse 
councils have been sold in accordance with tho 
notification issued by tho Government of India lately. 
Would the selling of reverse councils in accordance 
with that notification be conclusive proof that tho 
ratio of Is. 6d. has not adjusted itself? — The fact 
that no hills have been sohlP 

14,717. No reverse hills have been sold yet. If it 
became necessary to sell a few rovorse councils in 
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order to support exchange would that, in your 
opinion, be conclusive proof thufc the rate of Is. tkl. 
had not adjusted itself ?- -No, it would not. 

14,713. Lot me ask you would the amount uffect 
the question ? Whether it was one million or fifteen 
millions which was sold: would it matter? — 

The sale of several millions of revorse councils 
at that rates would not ho to my mi ml 
definite evidence that prices had adjusted 
themselves ut that rate, because my point is 

that tlnis demand for reverse councils lias arisen 
from u perfectly trifling change in the trade condi- 
tions of India- -a change which is absolutely 

insignificant in comparison with such changes as 
we havo had 'in the past and as we may have in the 
future, and which we ought to provide against in 
the future. Therefore the sale of even a certain 
number of millions of reverse councils would leave 
my opinion on that nlisolntcly unaffected. 

14.719. The very fact that the Government of 
India had to issue a notification, while the whole 
question of fhe ratio is being considered by this 
Commission, shows that the Is. 6d. lias not reached 
anywhere near tile stage of stabilisation ns fur as 
can bo judged? — That is my reading of it. Per- 
sonally 1 must, say that I noted the action of the 
Government with very great regret. 1 think it 
would have been a considerable help to those of us 
who are striving towards the great goal of stability 
if exchange had been left alone so that wo could 
have had more definite experience as to how far 
prices had adjusted themselves to the current rate. 

14.720. And wluit the natural ratio is under the 
present circumstances, linmanipulnted and unaided 
by anything artificial P- -That is exactly wliut wo 
are in search of. 

14.721. You were asked whether you would express 
any opinion ns to the adequacy of the reserves at 
the disposal of the Government of India or not, 
and ] understand you to say that that was u point 
on which you were unable to express an opinion P — 
I would qualify that to a certain extent by saying 
this. Our experience shows that under the great 
shock of 1907 and again in 1914 the amount of 
reverse councils wanted was very small, and only 
for a temporary period, which seemed to my mind 
very strong ground for believing that prices and 
business had adjusted themselves round about the 
then ratio; but if we aro going to take u higher 
level of exchange, round which we are not satisfied 
that prices have adjusted themselves, the umnunt 
of the reverses at the command of Government might 
need to be very much larger than they were in 
those days. 

14.722. T infer from what you have just said that 
in your opinion the higher the ratio the bigger the 
risk, and the larger would he the reserves required 
to maintain the ratio in case of anything adverse? — 
That would he my general conclusion. 

14.723. You were told that if the rupee were 
stabilised now there would lie no means left of 
mitigating a future shock to gold prices. In which 
direction would such a shock to prices he liable to 
mitigation liy an adjustment of the ratio? Do you 
see the risk in u fall in gold prices, or a rise in gold 
prices? — In ease of gold prices falling. 

14.724. Therefore it is possible that those who 
recommend that no steps should be taken in regard 
to stabilisation at the moment apprehend that in 
case they recommend Is. Gd. as the ratio it may bo 
difficult to maintain Is. 6(1. P — That would bo my 
conclusion. 

14.725. In fuct it would bo an indication of 
diffidence in thoir recommendation of Is. Gd. P — That 
is how I should construe it. 

14.726. Hence they recommend waiting longer. 
You say in paragraph 2 that no disturbance of the 
permanent ratio for India should be allowed except 
on proof of overwhelming necessity. Will you tell 
us what, in your opinion, such an overwhelming 


necessity would be?- I should say proof of the 
impossibility of maintaining it at the long 
established standard. 

14.727. That is, proof of the impossibility of bring- 
ing it up to the permanent rate in ease thero was a 
depreciation, or proof of the impossibility of pre- 
venting it from rising above that rate? — That is so. 

14.728. I take it you have been in close touch 
with the operations of tho Government of India since 
September, 1924, or thereabouts. Are you aware 
that Is. 4d. gold has been exceeded owing to two 
or three circumstances; firstly, that gold was cut off 
from tender to the Government, and, secondly, the 
natural forces to which you refer, namely, very good 
monsoons during the lust two or three years? — Yes. 

14.729. Do you agree that these conditions would 
have played a very important part in the rupee 
going over Is. 4d. and touching Is. Gd.? — I think 
they have been tho deciding factors. 

14.730. Therefore those who maintain that Is. Gd. 
would have been exceeded but for Government 
manipulation, overlook the fact that Is. Gd. itself has 
been possiblo from Is. 4d. because of Government 
manipulation ? — I would not go quite so far as that. 
I do attach the very greatest weight to what I call 
the abnormal balance of trade, a continuance of 
which I think wo have no right definitely to expect. 
That is what fills me with doubts and apprehensions 
at the present moment. I do attach very great 
importance to this remarkable balance of trade in 
favour of India arising from a continuance of good 
monsoons and an active demand for all our produce. 

11.731. It has been suggested by some witnesses 
that as one of the factors in what you call the over- 
whelming necessity justifying a change from the 
ratio of Is. 4d., the Commission should take into 
consideration tho question of the cost of living and 
pertinent index numbers. Have you any views on 
that? — I should attach no great importance to the 
Indian index figures. That is not merely scepticism. 
I was Chairman of two Industrial Disputes Com- 
mittees in Bombay, and wo found that not* a single 
person accepted tho published Government prices. 
It seems to mo that index numbers based on figures 
which nobody accepts may possibly b© a little mis- 
leading. That is one thing. Secondly, I am not dis- 
posed to regard currency as an instrument to be 
fabricated and manipulated for the purpose of regu- 
lating prices. I think that is putting tho cart 
beforo the horse. We have to consider our currency 
as it is, and prices and trade must adjust themselves 
to currency— and not currency adjust itself to prices 
and trade. 

14.732. In fact it would be correct to infer from 
your evidence that the case for the change from 
the permanent ratio of 1 b. 4d. lias to be made out 
by those who recommend it, and not by those who 
wish to stick to tho old ratio which has servod us 
so well from the years to which you have referred— 
from 1899 to 191.7 P— That is my profound conviction. 

14.733. You say in paragraph 4 that the gold 
standard reserve should he located in India and held 
chiefly in gold. When you say ,c chiefly,” are you in 
a position to tell us approximately what your ideas 
are of tho proportion? — If you ask my own personal 
opinion I should say that the whole of the gold 
standard reserve should be held in gold. I uso the 
word 11 chiefly ” as a sacrifice to those weaker 
brethren who boggle at that idea. I think the argu- 
ment which is frequently used in connection with 
the gold standard reserve — that sterling securities are 
as good as gold — is absolutely untenable. In times 
of crises nothing is so good as gold, and I would 
prefer to see the whole of the gold standard actually 
held in gold. 

14.734. May wo take it that instead of ” chiefly ” 
you would say u wholly ” in gold 1— Yes, wholly in 
gold, but recognising that we have to deal with the 
situation as it is, and that we do not want any 
violent and drastic change the conversion should he 
arranged with prudence. But that should be the 
objective. 
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14,736. Regarding gold currency, I sen that the 
Fowler Committee was greatly impressed by tho 
evidence of Lord Rothschild, Sir John Lubbock, and 
others, to the effect that any system without a 
visible gold curroncy would be Jookod upon with 
distrust P — That is so. 

14,736. In your opinion, any systom without a 
visible gold currency would still bo looked upon by 
tho Indian public with distrust? — Undoubtedly; I 
think it would. 

14,737- Therefore what you suggest is that tho 
Commission should take a substantial step in that 
direction, leaving it to the people to adopt gold 
currency at their discretion whenever the reserves 
aro adequate? — That is ro. 

14.738. You expect that when the gold reserves 
aro located in India, and tho peoplo sco that they 
aro there, it is possible that tho Legislature of the 
clay may say, “ Wo do not want to go in for this 
luxury ”P— I think it is exceedingly probable. 

14.739. (Sir Beyinald Mant.) One of the reasons 
you gave for advocating a gold currency is that 
India is accustomed to a full value coin? — Yes- 

14.740. It is a fact, is it not, that India has not 
had a full value coin for about 30 years?- -Approxi- 
mately, yos. 

14.741. So that you can hardly say that in tho 
present day they are accustomed to it. They have 
learned to do without it — But would not it be 
equally true to say that ns the rupoo became (to 
use the word for tho sake of argument) moro and 
more a token coin, so haH India turned moro and 
more to tho absorption of gold because the natural 
craving for full value could not be satisfied in the 
rupee; therefore they have taken to tho one metal 
in which it could he satisfied. 

14.742. That is a point. That is just what I was 
leading up to. Do you think that the rupee has 
become discredited by ceasing to be a full valuo 
coin P — I would not like to use so strong a term as 
“ discredited,” because 1 think tho rupee as cur- 
rency still functions as efficiently as over it func- 
tioned in past history. 

14,743- Let us put it: 11 has fallen into dis- 
favour.”— May I put it in this way? T say tho 
rupee is less popular as a store of valuo, and that 
gold is now preferred for that purposo because the 
rupoo has less than its full value. 

14,744. Do you think that people are actually sub- 
stituting gold iu hoards for rupees?— Undoubtedly. 

14, 746- That process has boon going on, and wo 
have had some evidence about it. — I can givo you a 
curious point to show how it arisos. Wo had been 
away on leave, a. id my wife’s ayah had been on half- 
pay. Site had to have 90 rupees half-pay. It was in 
tho days when the sovereign was current, and she 
said: 11 Please, memsahib, give me six sovereigns.” 
11 What do you want six sovereigns for?” She 
said: 14 1 can get the six sovereigns made into a 
necklace, and I can turn thorn into money whenever 
I want to ” I think that is typical of what was 
going on, and must still bo going on in a large part 
of the country. That is where tho gold imports 
are going. . . 

14.746. That accounts for tho very large imports 
of gold which havo taken place lately?— I think so. 

14.747. In connection with the Is. 4d. ratio which 
you have described as the long-established ratio and 
which you regard as the right ratio, were you re- 
ferring to Is. 4d. sterling or Is. 4d. gold? 16 rupees 
to the sovereign, Is. 4d. gold. We put it in the other 
way; we would have called it 15 rupees to tho 
sovereign. 

14.748. You have said that when the disturbances 
of the {War had adjusted themselves, tho Indian ex- 
change fell to approximately Is. 4d. Do you still 
mean there la. 4d. gold?— I take it from the figures 
which are given me in Appendix A to the Chamber 
of Commerce’s statement which shows the averago 
exchange r&tes, bank selling, telegraph transfers by 
months, and so on, and it shows me the rupee fell 
to Is. 3||d. in February, 1921, which was very soon 
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after the cataclysm of February, 1920 had spent it- 
self. 

14.749. In February, 1921, according to tho figures 
before me, the value of the rupee in gold was Is. ljd. 

-•Then I think my figures must be sterling, after the 
Government had reverted to a sterling basis. 

14.750. They are sterling? Yes. 

14.751. So that your long- established rate of 1«. 4d. 
gold was not achieved in 1921? — My long-estahlished 
rate has nothing much to do with 1921. It has to 
do with 1898 to 1917. After that we enter on tho 
period of disturbance. 

14.752. 1 was dealing here with your remark that 
when tho disturbances caused by the war adjusted 
themselves, the Indian exchange fell approximately 
to Is. 4d. You are suggesting that that was the 
natural rate, and that it reverted to it whon left 
alone. What L want to point out is that the fall did 
not stop at Is. 4d. gold. Tt went far below Is. 4d., 
and actually in June, 1921, the rate was lid. and a 
fraction. -I take your figures, but tho fact is that 
you are looking at gold figures and I am apparently, 
though there is nothing to show it, looking at sterl- 
ing figures. 

11.753. My point is that when 3*011 say it approx- 
imately fell to Is. 4d. f that was only in sterling and 
not in gold. — In sterling. 

14,764. So that if you aro regarding Is. 4d. gold as 
tho proper ratio that argument rather falls to the 
ground.- You mean that I pitch Is. 4d. os being too 
high, and should take a lower figure? 

11.755. Your argument is, as I understand it, that 
In. 4d. gold is tho long-established rate, and the rate 
to which we ought to revert, and 3*011 say that when 
the War disturbances were over and the exchange 
was left to itself, it reverted to that rate? — Yes. 

14.756. I nm bringing to your notico that it did 
not do so. It fell down to under Is. gold. — Well, T 
accept, your correction. It was Is. gold, Is. 4d. 
sterling; but remember at that time, I think I arn 
correct in saying, the Government of India had tried 
to link the ni]ieo to sterling and not to gold. The 
Government of India, as a temporary expedient when 
they found the impossibility of maintaining the rupee 
at 2s. gold, tried the expedient of maintaining it at 
2k. sterling, and the result was quotations came to ho 
given in sterling instead of gold. 

14.757. It did not rise to Is. 4d. gold again until 
October, 1924. — Your figures must be correct. I 
only have sterling figures. 

14.758. 1 just wanted to bring that to your notice. 
You remarked to Sir Purshotamdns Thakurdas that 
you would like to have seen the Government of India 
leave the exchange alone instead of offering to sell 
reverse Councils. Do you consider that tho Govern- 
ment of India ought to havo left it alone when it 
showed a tendency to rise lost year? —No. 

14.759. You consider that the Government of 
India should check the rise, hut should not check 
tho fall? — Iu that particular case, yes. As the 
Government of India were refusing through the 
legal fiction rupee to practice the natural corrective 
to n rising exchange, and that is to issue rupees in 
return for gold, I think they were justified; and I 
think their action was entirely beneficial in using 
their resources to prevent the rise of the rupee 
ahovo Is. 6d. gold, and I think that did the greatest 
service to the whole trade of India. My regret at 
the Government of India offering reverse Councils 
now is that it has deprived 11s of the opportunity of 
testing by practical experience whother the Is. 6d. 
rate is the rate to which prices havo adjusted them- 
selves, or whether it is an inflated rate due to these 
artificial conditions. It is not so much a matter of 
principle ns of practice. I think the experience we 
should have gained by the Government leaving the 
rupee alone, now quite apart from any academic 
principles would have been of the greatest possible 
value to everybody who was trying to find what are 
the rculities of the currency situation to-day. It 
seems to me that information has been withheld 
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from ua by the action of the Finance Member in 
this respect, even though it may be perfectly justi- 
fiable on other grounds. That is the main sourco 
of my regret. 

14.760. If tlie (Government left the rupee alone 
altogether it would have risen, possibly, to Is. 8d. — • 
So 1 am told. 

14.761. And the slump now would not bo to Is. 4d., 
but possibly to Js. 6d. Tf you had simply let it 
alone you would not havo got it to the normal level, 
but you would have fluctuations. Your view, I 
understand, is that the Government ought to stop 
the fluctuations one way and not tho other? — I do 
not say this as a matter of principle at all, but I 
do aay that the information we should havo gainod 
ns to the adjustment of prices and conditions round 
about Is. 6d. by the Government leaving exchange 
alone, would have been of priceless value. It would 
havo boon practical experience against what is your 
opinion, my opinion, or anybody vise's opinion, 
which is not entitled (certainly mine) to any value 
whatsoever. For that reason I do view with groat 
regret the administrative action which has withheld 
that experience from everybody who is trying to get 
at tho truth. No doubt you moan to say that be- 
cause tho Finance Member prevented its going above 
Is. 6(1. he was justified in preventing its going below 
Is. 6d. That is one way of looking at it. I am look- 
ing at it solely from the point of view of the illu- 
minative power of such fluctuation in the exchange 
as might have arisen. 

14.762. May I put it in this way? Tf wo had an 
automatic system of currency in force now under 
which the currency was increased or withdrawn 
according to the demands of tho market, additional 
currency would havo been supplied during the busy 
season for which tho Govern me nt would havo been 
pnid in gold or sterling, and whon the slack sonson 
began that currency w r ould have been automatically 
withdrawn?— That is so. 

14.763. In the absenco of any machinery of that 
kind, would it not ho generally upsetting to tho 
market to let tho surplus currency remain out? — I 
saw no signs of the market being upset by such 
weakness in the exchange as had occurred before I 
left. Your argument would bo absolutely unchalleng- 
ahlo if Is. Gd. was the established legal standard of 
monetary payments; but I think, quite apart from 
tho other point of view which I havo put, that the 
Finance Member must not lie surprised if his action 
is (xmstrued into an attempt to anticipate the ver- 
dict of this Commission as to what tho ratio should 
he. It muv be quite unjust, but I think if anybody 
drew that conclusion they could not bo excessively 
blamed for it. 

14,761. Wlith regard to tbo Government remit- 
tances, you have advocated limiting them to meeting 
the homo charges. How would tho balance required 
by India to adjust the balance of trade be remitted? — 
I think Mr. Preston could answer that question very 
much better than I could. T think Mr. Preston and 
his co-managers of the exchange batikB would bo per- 
fectly prepared to take upon themselves tho fullest 
responsibility for doing that. Of oourse, the 
theoretical answer is that it would he done by move- 
ments of bullion, but I look (or something very much 
bigger i!u.n that. I hold tbo view, rightly or wrongly, 
that this practice of spoon-feeding the exchange 
banks has been demoralising to the oxchange hanks, 
and has been had for the organisation of Indian 
credit. I think if the exchange hanks instead of 
being able to sit down and draw their remittances 
at convenience on tap, by putting the cup under the 
tap and taking what they wanted, bad been forced 
to consider ways and means of dealing with this re- 
mittance business, they might have gone much more 
actively into tho Indian market for the development 
of Indian credit resources or, possibly, which was a 
point which was put before one of the earlier Com- 
missions vory strongly, encouraging the purchase of 
sterling securities or securities abroad. In all those 


ways tho exchange banks could havo been even more 
vuluable to Indian finnneo and tho development of 
Indian resources than they have been, quite apart 
from the exchange operations themselves. I can fore- 
see — l may bo slightly insano on this point — the very 
greatest advantages to tho better organisation of 
Indian credit and Indian resources from throwing 
this obligation on the exchange banks instead of 
spoon-feeding thorn at both ends. 

14.765. You would havo to set up some machinery 
to cnablo thorn to get new currency in India if you 
limited the sale of Council bills or purchases of 
sterling* They would be forced to import bullion P — 
They would be forced to import bullion, or they 
might borrow, or they might do many tlii'ngs. There 
are enough brains htdiind the exchange banks, I 
think, for us to leave that for them to deal with 
in their own way, as they do in other countries of 
tho world. I urn not concerned actually with ways 
and moans, because I have absolute confidence in tho 
ability and resources of tho exchange banks to 
manago this business with perfect ease. On the whole 
I do say that if you throw this obligation on thorn 
they will havo to be very much more active in their 
development of Indian resources than they need to 
be now. 

14.766. Tho point 1 am leading to, as perhaps 1 
should explain, is this. You rather suggested that 
tho Government by selling Council bills beyond their 
requirements caused stringency in tho Indi'an money 
market? I say it undoubtedly has. 

14.767. 'What I want to discover is how tho impor- 
tation of gold which would presumably bo taken by 
tho Government Currency Department and locked up 
in tho currency chest, note or rupees being given 
out in exchange, would havo a different effect from 
the effect produced by tho solo of Council bills 
against currency? — Well, I am not an expert in thoso 
matters, and tho answer I give may bo untenable, 
and I would much rather Mr. Preston answered these 
questions; hut i't seems to me if you take gold and 
present it to the Currency Office and obtain currency 
for it — wo will not say what forun of currency — you 
are increasing tho currency. You are not contracting 
it. If money is transferred from India, and lent nut 
to tho hanks here, you are actually contracting your 
Indian resources. That is how it seems to me. I 
gnvo you the concreto point. When we wore so 
desperately badly off for money jn Bombay that the 
manager of one of tho big Swadeshi banks did not 
dure to ask for a loan on hib Government paper, it 
was put into Lord Morley’s mouth to boast here of 
the transcendental services the India "Office were 
rendering by lending £70,000,000 of Indian money in 
London. Later, tho Governor of the Bank of England 
told the 1913 Commission that that money was a 
sourco of embarrassment to London as it was not 
commercial money. That is not a hypothetical case. 
That is a concrete case and it arose out of this 
practice. 

14.768. But the sale of extra Council bills supplios 
extra money i*n India. It is a means of providing 
currency in India in the same way as the importation 
of bullion. It docs not have the effect of contract- 
ing the currency in India, but of expanding it P — ■ 
So far as it goes; but when it transfers the Indiun 
Government’s money to London, what is the effect 
then P What is the effect when it transfers to London 
Indian Government money which would normally he 
in the hands of the Imperial Bank and usod as a basis 
for credit? It is quite true the exchange banks get 
currency in exchange for their Councils here; but 
when you are sending the Secretary of State’s 
balances here up to £70,000,000, which was quoted 
on the occasion I have mentioned, what is the effort 
of that on the Indian market? 

14.769. Now I begin to see what you # are driving 
at. You are there referring to the transfer of the 
Government Treasury balances from India to 
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London ?— Yes, by (telling in excess of the Secretary 
of State’s requirements. 

14.770. Transferring them to London? — Transfer- 
ring them to London. 

14.771. You are not referring to the sale of Council 
hills or the purchase of sterling on behalf of thu 
Currency Department?— Not against the Currency 
Department. 

14.772. As a means of increasing the currency in 
India P — No. 

14.773. Because l put it to you that that has 
precisely the same effect as the importation of gold? 
— Undoubtedy it has. 

14.774. It has the effect, not of contracting 
currency in India, but of expanding it? — 
Undoubtedly. 

14.775. {Professor Coyajee.) Might 1 submit to you 
one or two arguments which have been advanced on 
behalf of the Is. Od. ratio? It has boon argued for 
several months— in fact, it was put forward even 
before the Commission was appointed — that there 
have been permanent and quite normal factors which 
have been affecting the balance of trade in India 
apart from those abnormal factors mentioned by you. 
For instance, the manufacturing powers of India 
have developed largely since the war, and con- 
sequently the imports of steel and piece goods, and 
such thingB, have increased, and also Protection has 
been introduced, lu all those wayB the balance of 
Indian trado must become more and more favourable 
as time goes on; and ns the exchange must depend 
ultimately on that favourable balance it could be 
said, 11 Here is a case for an increased ratio above 
Is. 4d. apart from tho abnormal circumstances.” 
Might I have your view on that argument? — I 
should be very loath, from my knowledge of India, 
to commit myself to that thesis, for this very good 
reason. It is quito true there has been a certain 
expansion of Indian manufacturing power, but it is 
equally true to say that thero lias been a considerable 
extension of Indian consumption of certain commo- 
dities wliicb sho used to export, like wheat. A great 
deal more Indian wheat is eaten in the country than 
URod to be exported. That is one example. But, on 
general grounds, I think that the argument would 
fail, for this reason: that whatever the import trade 
is to-day, India is relatively a very low importer per 
capita. I think any increaso in tho resources of 
Tndia from the development of manufacturing enter- 
prise or irrigation is bound inevitably to load to an 
increase in her per fapita imports of various articles 
which she does not produce herself. 

14.776. Might »t not be objected to that, that the 
consumer has utilised already that favourable balanco 
by importing more gold, which was the cheapest 
commodity relatively ?■ -I thought you were looking 
to the future rather than to the present., but I look 
with very considerable confidence to every increase in 
the matorial resources of India loading to a larger 
import trade in thoso articles which she does not 
produce herself. I cannot conceive that this 
increased purchasing power will indefinitely be 
expressed in bullion. 

14.777. Might I put forward another argument? 
The next argument which has been advanced is this. 
If the ratio of Is. 6d. had been abnormally high then, 
it would have been a hindrance in the way of Indian 
trade, whereas both exports and imports have gone 
on increasing together. That shows that Is. 6d. is 
not an abnormal or an unnatural ratio, but that it 
is perfectly consistent with a rapid increase of the 
trade of India. Might I have your view on that? - 
I think you will find tho Chairman of the Spinners 
Federation in Lancashiro took a very different view 
from that, and I would rather accept his view than 
put forward any amateur view of my own. 

14.778. (Sir Henry Strakosch.) With reference to 
the question of ratio, you say that the established 
legal standard should not be disturbed except n 
timet of overwhelming necessity. Well, that hap- 
pened during the War?— I would rather put it 
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differently. I say that' it was disturbed in tlio War, 
but whether it was absolutely necessary iB a matter 
oil which there is considerable difference of opinion 
which you will find argued at some length in tho 
Minority Report of tho Commission of 1919. I will 
not say l accopt that view or not, but tho extent 
of that necessity, or even the existence of that neees* 
sity, has been challenged on very strong authority. 

14.779. But wo aro faced with the situation that 
tlie standard has been departed from? — Yes; blit T 
would not liko entirely to accept the corollary that 
it was in face of overwhelming necessity. It was 
departed from by an administrative Act, leaving the 
question of overwhelming necessity to bo proved. 

14.780. You would say that, apart from sentimental 
reasons, the old standard of valuo should ho main- 
tained, because there is built around that ratio a 
very great volume of contractual obligations?— Yes. 

14.781. You would also say, if I understood you 
correctly, that tho contractual obligations around 
Is. 4d. are far greater than the contractual obliga- 
tions around Is. 6d.? -Presumably they were. 1 say 
presumably tho contractual obligations built up in 
30 years aro probably greater than the contractual 
obligations built up in 12 months. 

14.782. What havo you in mind? Have you in 
iniud long-term contractual obligations, or short-term 
obligations? — I havo ill mind borrowings of invest- 
ment capital, remittances of capital, and all thoso 
masses of obligations — the largo sums of capital, 
remitted from London to India and India to London 
which run into hundreds of millions, wore all built 
11 V r ? u . n< * a ra ^i° °f 1*- 4d. They were hundreds 
of millions, even if they did not run into thousands 
of millions. The actual amount is a matter of con- 
jeotiiio, of course*. 

14.783. Would you say that tho long-term con- 
tractual obligations of a country like India are 
greater or rmallfr than tho short-term contractual 
obligations? -T could not say, except that I think 
you might reasonably assume tho long-term con- 
tractual obligations are between 1,000,000,000 and 
1,500,000,000 sterling. 

14.784. Some authorities consider that long-term 
contractual obligations form a very small part of the 
whole body of contractual obligations undertaken by 
a country, and that therefore what you have to con 
sider mainly are tho current short-term contractual 
obligations, because the country is affected mainly by 
them? — Well, I am not competent to express an 
opinion. Mv only basis on these figures, 1 think, is 
Sir Lionel Abraham’s estimate that the amount of 
English capital invested in India is about 
£400,000,000. Between the tiino ho estimated it and 
the present day it must have doubled in appreciation 
of values and other ways, so that thero is a contrac- 
tual obligation of £800,000,000. Thero are sterling 
borrowings here, and various other transactions; so 
that 1 think one would be within the mark if you say 
something in the nature of £1,500,000,000. On the 
other hand, your temporary contractual obligations 
aro almost invariably covered by fixing your ox 
change. In countries where the exchanges have not 
fluctuated, that may not bo so; but in a country like 
India where tho exchange has fluctuated, every 
prudent man I think has covered his exchange very 
systematically, certainly since February, 1920. 

14.785. Why do you look merely at the exchange 
position? Do not contractual obligations in respect 
of domestic transactions equally play an important 
part?- -Of course they do. I am only spoaking of tho 
purchase of these goods os between producer and 
buyer. 

14.786. The transactions in exchange are, of course, 
infinitesimal in comparison with the domestic 
transactions in goods and services?— Yes. 

14.787. I saw some figures which indicate that the 
external trade of India bears the relation of some- 
thing like 5 per cent, of the total trade of Tndia P — 
I think tho internal trade figures aro 15 times the 
external trade. 
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14.788. Therefore if th© ratio of Is. 6d. — that is to 
say the purchasing power of tho rupee at Is. 6d. — 
lias an effect upon internal prices, ami if the short- 
term contracts internally are overwhelmingly greater 
than the long-term contracts, is that not an argument 
in favour of stabilising your currency whore it will 
cause tho least injustice in tho light of the existing 
contractual obligations?— That is one way of looking 
at it, hut from my point of view not the decisive one. 
I say you must not adjust your currency temporarily 
to tho prices, but you must base your currency on the 
definite principles laid down by authority, accepted by 
Government, and practised over a long period of 
years. Prices will adjust themselves to your currency. 
It may bo rank heresy to say so, hut I think of all 
tho dangerous expedients which were put before the 
currency authorities the most dangerous was that 
they should attempt to rcgulato internal prices h a v 
manipulation of tho currency. My information, for 
what it is worth, is that this expedient was definitely 
and most emphatically rejected by the City of London, 
oven though it was put forward under considerable 
authority. 

14.789. If I understood you correctly, you do 
appreciate that a change in the present ratio, 
assuming internal prices have adjusted themselves to 
a Is. (kl. ratio, would cause jx>u grave disturbance ? — 
It would cause very' serious disturbance, undoubtedly. 

14.790. So that the two things which have to be 
considered when deciding what ratio should bo chosen 
is the question of justice or injustice to the debtor 
ami creditor position and the disturbances that may 
be caused by a change in tho level of prices? -Both 
those factors undoubtedly have to be weighed ono 
against tho other; and both of those, if I may go mo 
hack to my original thesis, have to he* weighed against 
the established legal standard of money payments, 
which was accepted by Government on India If of the 
people of India, and for which, according to many 
authorities, they made considerable sacrifices; this 
standard obtained for nearly 20 years and has only 
recently been disturbed. I quite agree with all you 
say; I have a good deal to do with labour and other 
factors, and I view with somo apprehension tho effect 
on social conditions, in the widest sense of the term, 
of the ro-adj ust men l^pf prices and wages and values 
which must come from a reversion lo a Is. 4d. rupee. 
1 cannot share the opinion of those who brush them 
aside, or treat them light-heartedly. They give 
grounds for considerable anxiety, but my own belief 
is that that price is worth paying if through it we 
attain tho stability wo have in view. 

14.791. Then a« t<o the futuro management of the 
currency we have had it given in evidence by a great 
many authorities that there are distinct advantages 
in entrusting a truo central bank with the manage- 
ment of the currency, first, hocauso of the groat 
virtue of tho control of currency and credit in the 
hands of one authority; and secondly, tho groat 
virtue of amalgamating the currency and hanking 
reserves of a country under tho control of ono 
authority. Do you agree with those views, or do you 
regard them as negligible?- May T he quite certain 
that I understand you. You look to tho existence of 
three separate authorities : the Government as 
Government dealing in Government finance; a 
Central Rank which nhould be a bankers’ hank 
dealing with currency and not going into general 
business; and thirdly, the Imperial Hank of fndia 
carrying on its present duties on its present linos. 
Am I to understand that to bo tho position ? 

14.792. No. Perhaps 1 might explain. Those who 
advocate a true Central Bank contemplate that that 
Central Rank should Ins the hanker of tho Govern- 
ment and tho hanker of the banks, and that it 
should have the sole right of note issue governed 
by a charter which would closely define tho reservos 
requirements. Such a hank would have complete 
control of currency, and it would hold the currency 
and banking reserves. Tho combination of those 
factors is regarded by many authorities as of very 
great value in first of all directing the financial 


policy of the country, and socondly avoiding these 
wide fluctuations in the price of credit which was 
such a hindrance in India to trade and commorco 
until comparatively recently.- -Will you toll mo whore 
the Imperial Rank would come into this system, and 
then l can give you my answer. 

14,793. The Imperial Rank would not ho regarded 
by tlie.se authorities as a truo Central Rank. The 
Imperial Rank is really a Commercial Bank. Tho 
Imperial Rank would remain Micro to do tho ordinary 
commercial business, being possibly freed from cer- 
tain of tho restrictions imposed upon it by its present 
charter, and so given greater freedom in its trans- 
actions. Then next to it, thero is to bo sot up a 
true Central Bank, as 1 said, as the holder of Govern- 
ment balances, the banker of tho banks and the 
manager of tho currency. ■ -Everybody would agree 
to the principle of that as a most valuable element 
in the financial organisation of a modern State, and 
particularly of a great Federal State, as India is. 
On the other hand, if we come to apply tho ideal 
to Indian conditions w« shall find we have to pare 
it away a little, owing to local circumstances. For 
instance, take the note issue. Unless this bank was 
going to manage the note issue as agent of tho 
Government of India and no more, all tho objections 
advanced ngainsL a transfer of tho nolo issue from 
tho Government of India to tho imperial Rank would 
bo immensely reinforced by a new note from a new 
hank which nobody knew. Tho Government they 
know. Tho Imperial Rank they know. A new bank 
of issue nobody knows; nobody knows anything about 
it. That would bo one |K>int. The other point would 
he this: How in such c iron instances would tho Im- 
perial Rank bo able to discharge tho greatest, duty 
it has to perforin at the present time, and that is 
to nourish and to develop anil dry-nurse tho internal 
credit of India? One of the greatest steps we have 
taken of recent years has been the obligation on tho 
Imperial Rank of opening 100 new branches. One 
hundred now branches aro a drop in tho ocean. 
When the Imperial Rank have opened /5,00() new 
branches, then they may consider that they havo 
made some substantial stop towards the proper 
organisation of Indian credit. None of theso 
branches can pay for years. How is the Imperial 
Rank to curry this baby, if it is to bo deprived of 
the advantage of a free use of the Government 
balances? To my mind, a great point, which the 
present Finance Member in India has developed with 
much ability, is this. Tho transcendental work in 
India is the development of her' internal credit re- 
sources, so as to coax those hoards out of their 
unproductive use into fructification in commerce and 
industry, and to encourage their investment. The 
Imperial Rank is the only Rank that can do that. 
The Indian indigenous banks havo practically done 
nothing; they cling to the great towns. The Ex- 
change Ranks havo done practically nothing; it has 
not been their business. Unless the Imperial Bank 
is not only loft free to do this work but is provided 
with the resources with which to do this work, we 
shall set back the hands of the clock for a generation. 

14,794. May I ask: If thero were a Central 
Bank in charge of the note issuo which was in a 
position to extend credit facilities to the other 
Commercial Banks, including the Imperial Rank, 
by re-discounting, would not that lie a great asset 
to tho country in .fostering tho development of bank- 
ing? — It would he a great asset in fostering the 
development of banking in contra where the Bank 
is now established; but that is nothing. That is a 
mere trifle. It is mere thistledown falling on the 
way. The real big business is the extension of bank- 
ing facilities all over the country, not confining 
them ,cven to district headquarters. As a matter 
of fact, each district ought to have a doaen branch 
Banks. I am not talking in the air; because when I 
was connected with tho Central Co-operative Credit 
Bank of Bombay wo found the district was much too 
large a unit if we are going to come down to the 
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real organisation of Indian credit. Tf T live 26 
years I look to see the stage when Lhe Imperial 
Dank will have 5,000 branches throughout the 
country, it will take years before those branches 
pay. The Hank must he provided with substantial 
resources to enable it to carry out this work. The 
provision of money on loan through re-discounting 
its bills to my mind will not bo sufficient. 1 do not 
see how the Imperial Hank Can do that work unless 
it has the large resources which will come from the 
free use of the Government balances. 

14,795 Do you think it is a safe thing for a bank 
to divert its resources all over the country and at 
the same tirnn ho the hanker of the hanks that 
holds the reserves of the other banks ? You want to 
combine* tbo two ideals. You want to sec the banks 
and the Government depositing with the Imperial 
Bank their cash resources just as the Joint Stock 
Hanks deposit their cash at the Hank of England, 
and at tlio same time you wish to see tint, hank 


going in for what must he termed highly speculative 
business, namely Lhe opening of branches all over the 
country which you yourself say are a dead weight 
on the hank. Do you think that is sound? 1 do not 
call it a highly speculative business at all. I do 
regard it as an expensive business; but highly 
siKfCul alive, no. 1 will just give you one concrete 
in*lan<x» to show that it is not highly speculative. I 
was for over 15 years a fairly active director of tbo 
Co-operative Central Hank of Bombay which was 
financing the agricultural co-operative credit 
societies. Most of that work was done in Bombay 
Deccan, which is the most famine-suscoptiblo part of 
India. When I left the bank we bad never made 
ono anna of bad debt— nut one anna of a bail debt. 
Though I quite agree willi you it is an expensive 
busi tiers, I am .sorry to say f do not find myself in 
a .position to accept the corollary that it *s a 
speculative business. I do not. 

14.796. Hut tbo bank would dissipate its resources 
to those places. Tf it opens those brunches it has 
to keep its cash balances there, and therefore it 
has to dissipate its resources all over the country 
in order to carry on its business in those numerous 
branches. How then could the hank always he in the 
position to meet its obligations in the big centres 
where it is the hanker of the banks? Sir Norcot 
Warren will correct me if I am wrong, but my opinion 
is that in opening these branches you do not dissipate 
your resources, but you add to your resources because 
n very large number of those branches are for all 
practical purposes deposit collecting agencies, and 
you odd enormously to your resources by the hank s 
obtaining very largo sums which are now lying inert 
or tucked away. If Sir Nor <$ot Warren could sny 
what bad been the effect of the 100 branches opened 
in increasing the deposits, I think that \\ou< m. 
much more valuable than any opinion of my own. 

14.797. Then it is ft profitable business to open 
branches P Why should you then say that, if other- 
wise n Central bank is desirahle tlio country should 
not have a Central Bank?-! think you arc going a 
little further than I should like to go when you say 
it is profitable. Profitable is a matter of profit and 
loss. Now branches undoubtedly bring you i m de- 
posits which bring you in revenue; but whether lor 
many years tho revenue derived from those deposits 
bears the whole cost of tho branches is another 
matter. There I think Sir Norcot would tell you 
these branches do not pay for many years after 
establishment. But quito apart from that, accepting 
entirely in principle your argument, T do see great 
difficulties in inspiring immediate confidence in a 
brand new bank which is to have entire charge of 
the note issue, and is presumably to put it* name on 
the notes. 

14.798. If they were guaranteed by the Govern- 
ment, would that moke any difference to your view r 
—No; you must have, for years to come, in India, 
the name of the Government os a Government, on the 
note. Men like Sir MJaneckji Dadabhoy and others 


hero know more about this than l do, and perhaps 
I attach excessive weight to it; but it seems to mo 
you are running a very groat risk if you are going 
to lake the name of the Government off a note which 
has only in comparatively recent times staggered 
into wide popularity. 

14.799. ( Sir Manrrkji Dadabhoy.) You do not 
attach great importance to internal prices, I under- 
stand P — I do attach a great deal of imports nee to 
them, but T nlLnch sLill more importance to the 
desirability of getting our currency and exchange 
policy definitely settled. 

14.890. In other words, in your opinion tbo dis- 
location of prices is a small matter as compared with 
the dislocation of currency ?- -Dislocation of prices is 
a lessor matter. 

14,801. The result will be that the prices will adjust 
themselves to currency. First fix your currency and 
then the prims adjust themselves to currency? — 
That is so. 

M,802. Throw are the principles which you advo- 
cate, if I understand you correctly?-- Yes. 

14.80. '!, Ts this in conformity with understood 
canons of finance ns neve pied al present? • f am not 
a currency expert or a theoretical authority, mid I 
could not answer that question. 

14,804. As regards ratio, I am not quito clear what 
your view is. Am T to gather from your evidence 
that von do think that this is tho psychological mo- 
ment for tlio stabilisation of the exchange, or that we 
should wail for some time to settle our ratio, as 
advised by some of the witnesses? -I would not go 
quito so fur as to sav that this is tho psychological 
moment because T think we aro living to-day, to a 
certain extent, in artificial conditions. 1 should 
prefer to unpeg the exchange downwards and sen 
what would happen in, possibly, a year. What I do 
feel is that when every country in tho world is 
taking great slops to stabilise its currency, even 
some insolvent countries are making sacrifices for 
that purpose, for a great solvent country like India 
to boggle at the difficulty is quito unworthy of us, 
ami that we have to take our courage in both hands 
and, although tlio moment may not in itself bo ideal, 
get rid of all these disturbing expedients and admin- 
istrative measures and make a eoncerted effort to 
get our currency on a perfectly stable automatic 
basis. 

14.80. j. Tn other words, you would stabilise even at 
tbo risk of making another mistake?— No ; I would 
not. I would not stabilise if L thought T was making 
a mistake; but if my principle, which I ventured to 
put forward, is right, namely, that the main factor 
to he guided by is tbo established standard of mone- 
tary payments, I say you cannot make a mistake. 

14.800. Supposing we come to the conclusion that 
tho period of 18 months during which tho ratio has 
been kept up to Is. Gd., namely, from October, 1924, 
up to date, is not enough, and that this ratio should 
Ihj kept up for a further definite period, would you 
in that case recommend the fixation of a provisional 
rate for tho time being?— I think there should be 
the corollary to that, if I understand you correctly, 
that you should unpeg tho exchange downwards, cer- 
tainly to the point of Is. 4d. gold. For that there 
would be a great deal to bo said, but, on the other 
hand, T am rather oppressed by this incessant flow, 
and tho effect oil India of this incessant flow, of 
gold bullion which does not function, and cannot 
function until a change in our currency system is 
made enabling it to function, as currency. I think 
we are dissipating the resources which wo want for 
a multitude of other purposes, and that weighs very 
much with mo against temporary inconveniences. 

14.807. Then, as regards the ratio, I understand 
that you whole-heartedly accept tho recommendation 
of the Fowler Committee P— Undoubtedly. 

14.808. And you think that was the sheet anchor 
of tho financial policy of the Government of India? 
—I do. 

14.809. And but for the undue interference of dis- 
turbances in 1920 the rate would probably hive gone 
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down to the established rate of Is. 4d. Is that your 
Conclusion P — That is my conclusion. 

14.810. In other words, the ratio of Is. 6d. is an 
artificial ratio brought on by five successive bumper 
harvests, starvation of imports, and the want of a 
working ratio P — I think so. 

14.811. In that case, the de jure standard of 2s. 
never having come into operation at all, the choice 
lies between the de facto ratio of Is. Gd. and tho 
legally established ratio of Is. 4d. P — That is my 
view. I can see nothing to bo said for any half-way 
house between those two. 

14.812. You see no half-way house 1 — I see none. 

14.813. The choice lies between tho de facto ratio 
and the legally established ratio?— That is my view. 
I think there is something to be said for tho de 
facto ratio, and a great deal to be said for tho old- 
established ratio, but thoro is nothing to be said 
for a new ratio. 

14.814. Then you attach great sanctity to the con- 
tinuance of a figure for the period of 10 and 
20 years, and also tho existence of tho ratio at a 
particular figure?- -Yes; I do feel very strongly if 
you tako that away there is nothing left. There is 
absolutely no Pole Star in Indian currency whatso- 
ever. If you make it Is. 6d. to-day, there is no 
reason why you should not make it Is. 8d. next year 
and Is. 4d. the year after. I do not suppose there 
is any special magnetism attaching to 4'8666 to the 
dollar, but still enormous sacrifices havo been made 
to maintain it. 

14.815. Wliat I understand is this. There is no 
special virtue in adopting any particular ratio at 
present, but if a ratio has to be adopted, whether it 
bo Is. 8d., or Is. 6d., or Is. 7d., or Is. 5d., or 
Is. 4d., the balance of advantage lies in going by 
that ratio which lias been kept up for years together P 
— That is my view. 

14,810. That is the balance of advantage That 
is my view. 

14.817. There is no particular magic in any par- 
ticular ratio which may have been fixed? — No; once 
our prices have adjusted themselves to it. 

14.818. With regard to your recommendation ns to 
the gold standard T would like to ask you a couple 
of questions. You said you recommend a gold 
standard for tho present, and gold currency ulti- 
mately ?— - Yes. 

14.819. What methods would you employ during 
the interregnum for the introduction and dissemina- 
tion of some Bort of gold currency? — That is rather 
more of an expert question than I feel competent 
to answer. I can only give you tho rather crude 
ideas at the back of my mind. We have authority 
for saying that the Government is in a position to- 
daj to give on demand in India gold in quantity, wo 
will cay, of 400 oz. If that is done we shall have 
made as substantial an advance towards the gold 
standard as has at the present time been made in 
England. If our assumptions are correct thoro will 
be a steady inflow of gold into tho paper currency 
resorvo such as there was after 1898. As a mutter 
of fact* the only reason for the adoption of adminis- 
trative variants from the 1898 policy was that there 
was too much gold. That is neither hero nor there. 
If the Committee would lay down a figure as to tho 
proportion of gold in the paper currency reserve 
which vould justify the undertaking to give gold 
coins on demand, when tho gold in reserve reached 
that figure— or that proportion of the total circula- 
tion — then the Government should issue a gold coin 
on demand. That is what I have at tho back of my 
mind; blit it is a much more technical question than 
I really feel qualified to answer. 

14.820. Would you not, in the meantime, give tho 
Government an optional obligation to give the 
sovereign for rupees, as was done before the War P— 
I would certainly give them that option. 

14.821. You would give them that option P-— Yes 
You mention the sovereign. The sovereign has been 
a benefactor and it has been a nightmare to India. 
The difficulties which have arisen out of minting the 


sovereign in India have broken everybody’s heart. 
I think it is a question to consider whether tho 
Indian coin should not be a gold mohur of the same 
weight and finoncss as tho sovereign so as to get rid 
of the interminable discussions with tho Treasury 
(tho Treasury arc quite right from their point of 
view) over tho establishment of a branch of the gold 
Mint in Bombay. But that is a minor matter. 

14,S22. In the scheme you recommend you would 
not put any limitation on the rupee circulation P-- 
Well, I do not really know enough to answer that 
question. There is a weight of authority which says 
if you are going to build up a true gold currency you 
must contract, or you must put a limit on, your 
rupee currency. Whether that is inevitable or not, 
I do not know. Personally, I should he very loath 
to see— at any rate, for a great many years ahead - 
any artificial restriction on the additions demanded, 
if demanded, to the rupee currency. 

14.823. Would you also give India the benefit of 
the establishment of a Mint for free coinage of the 
sovereign or any gold coin that we might fix? — 
Undoubtedly and forthwith, even if it is run at a 
dead loss. 

14.824. That would he a great help in the dis- 
lodgmont of tho gold hoards? I think it would be 
bound to bo an influence in bringing the gold hoards 
into circulation. 

14.825. This dislodgmont. of gold will, in a groat 
measure, affect tho purchase of frosli gold from 
foreign countries? — It is bound to influence it very 
materially, I think. 

14,82G. Do not you think that the present large 
hoards of gold and bullion in tho country, in a sense, 
are really a serious danger to India which would bo 
obviated by the circulation of gold coinage? — I do 
not think that I would bo prepared to say that it 
was a serious danger, though I would accept that 
view if it was put forward with any authority. 
What irks me is tho loss of the Indian resources 
which we are so desperately anxious to expand. 

14.827. What effect has it on the value of gold? — I 
take it it must cheapen it. Do you mean the inter- 
national market, or in India? 

14.828. In India. I nm not referring to the inter- 
national market. — That is a question really rather 
beyond mo, and I would prefor that you should put 
it to somebody who had made a closer study of it. 

14.829. ( Sir Alexander Murray.) You have answered 
so many questions on tho ratio that I must apologise 
for asking you ono or two more; but, incidentally, 
in your evidence you have given as one of the 
reasons for thinking that Is. 6d. is not a suitable 
ratio the fact that, during what you call the recent 
temporary lull in the export trade, or change in 
trado conditions in India, the rate has dropped below 
Is. Gd. I think you said when you left Bombay on 
the 27th March it was round about Is. 6d. I wish 
to read to you a report that has come in by this 
mail from ono of the leading firms of exchange 
brokers in Bombay giving reasons, as they stato 
them, for tho rate falling below Is. 6d. This report 
is dated the 31st March: 11 This morning an 
announcement in the paper that the Currency Com- 
mission’s report is probably to be published at the 
end of April or early in May precipitated matters. 
The Bazaar speculators, and bullion dealers having 
already made up their minds that the Commission 
must recommend a Is. 4d. rupee, evidently decided 
that a month or so was a very short time in which 
to buy their requirements, they being already heavily 
ovor-bought, started hammering the market soon 
after the opening. A speculative foreign bank, 
quick to soize the opportunity, and obviously anxious 
to bear the market when it was morally certain that 
no one was going to sell anything at any price, Bent 
out the most fantastic buying orders, which added 
to the confusion, and we closed with all rates quite 
nominal ” P — These curious raids by foreign banks, 
and particularly by a foreign bulk, are not an 
unknown factor in our market. They are always 
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occurring. But, as a matter of common scmiso, wHnt 
was done by every intelligent man? When £ went 
to Bombay last November I said to all the concerns 
with whoso financo I was connected : “ Exchange 

cannot go above Is. 6d. If there is any movement 
it must be downward. Cover your exchange as far 
ahoad as you can,** and wo covered our exchange 
for about 18 months. 

14.830. You also said, in reply to Sir Reginald 
Mant, that it was a pity that the Government’s 
intervention by tho offer of the sale of Reverse 
Councils has prevented our getting information as to 
whero the exchan go might actually go to if it were 
left alone. That is the case, is not it? — Yes. 

14.831. I think you have expressed the opinion, 
too, that tho Government were right in not letting 
the exchange go abovo Is. 6d. P — Yes. 

14,832* And as you were saying just no vnu 
advised all your friends in Bombay t) L .hc 

exchange could not go abovo Is. tid., hut go 

lower titan Is. 6d., and therefore they sic ..iO cover 
their exchange- If you were in Bombay advising 
tho Government in thoso circumstances, and you 
found the hears and other people putting out mis- 
leading statements on the market, encouraged by 
the fact, as you yourself say was the fact, that you 
had a top rate and not a bottom rate, do not you 
think you would have advised tho Government, in 
the circumstances, with the Commission sitting, that 
having put a top limit on tho rate it would ho well 
to clear the market and put a bottom limit on the 
rate until such time as the Commission reported, in 
order to choke off hears and other people who dis- 
turb markets?— The only way of dealing with your 


hear is to let him burn his fingers, and let him burn 
his fingers badly* I am dead against administrative 
measures to prevent boars or bulls from burning 
their fingers right hard, because that is tho only 
way they will learn. 1 quite understand that in 
theory there is a good deal to be said for your point 
of view, that tho Fimmco Member having prevented 
the exchange from going up, was justified in say- 
ing: “ I will prevent it from going down.” I accept 
that entirely. But I say, as a matter of practice 
and for information, f am sorry he did it because if 
the fall was an artvficinl one it would very Boon have 
spent itself. It could not last more than a few 
weeks. If, on tho other hand, the fall is a natural 
one, I think the information that it would have 
brought us would havo been of very great valuo* 

14.833. ((il fr. Preston.) I ain a dutiful achoolhnv 
and T respect the tutor, but before you cane me let 
state my case. Arising out of the questions which 
Sir Alexander Murray has just put to you, and 
which Sir Reginald Mnnt put to you, with regard 
to the effort which has been made by tho Finance 
Member to prevent the exchango from rising beyond 
Is. Gd., may 1 ask if instead of an obsolete ratio of 
2s. or Rs.10 to £1, there had boon a ratio of 
Ha. 13-3-4 —and if as one of the unfortunate 
Exchange Bankers of which you spoke I had said : 
41 I will ship gold to India and get R. 13-3-4 for my 
sovereign n - -would tlio exchange ever havo gone 
over 1 h. Gd. ?- -Never. 

14.834. (Chairman-) Is there any point to which 
you would like to return, by way of amplification? — 
I have nothing more to say. 

14,833. (Chairman.) We are very much obliged to 
you for your very full nsHistanco this morning. 


(The witness withdrew.) 
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Tub Right Hon. Montagu Norman, P.C., D.8.O., (Governor of the Bank of England), and Sir Charles 

Addts, K.C.M.G., re-called ami further examined. 


14.836. (Chairman,) Mr. Governor, you havo been 
good enough to answer some general and loading 
questions which I put to you on the last occasion on 
the matter of a Central Bunk for India. I am now 
going to ask you to be good enough to deal with any 
supplementary questions which my colleagues may 
have to put to you on that topic. 

14.837. (Sir Maneckji Dadabhoy.) Mr. Govornor, 
you have very aptly described the functions and 
ideals of the new Central Bank: I refer to that 
part of your evidence which you gave in reply to the 
Chairman’s questions. You state: “ For instance, 
it should have the eole right of note issue; it 


should be the channel, and the solo channel, fur the 
output and intake of legal tender— currency. It 
.should he tho holder of all tho Government balances; 
the holder of all tho reserves of tho other banks and 
branches of hanks in the country, it should be tho 
agent, so to speak, through which tho financial 
operations at home and abroad of the Government 
would be performed. It would further be tho duty 
of a centra] bank to effect, so far as it could, suitable 
contraction and suitable expansion, in addition to 
aiming generally at stability, and to maintain that 
stability within as well as without. When necessary 
it would be the ultimate source from which emer- 
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goncy credit might be obtained in tho form of re- 
discounting of approved bills, or advances on ap- 
proved short securities, or Government paper. That 
in a nutshell is my answer.’ Do not you think that, 
as the Imperial Bank is constituted at present, it is 
possible to accomplish nil these ideals which you have 
suggested by n modification of the present Statute? — 

I should think it would he possible. 

14,8.38. And you would give these powers to tho 
Imperial Bank if there should bo any difficulty in 
the constitution of a central bank?— I say it would 
be pomhle to do so. 

14.839. (Chairman.) Is there some reservation in 
your . mind, Mr. Governor P— I ain answering the ques- 
tion ns it was put to me. I think it would be most 
undesirable, and a great loss to India, and a great 
drawback to the advancement of hanking in India 
if it were, t-o ho done in that way. 

14.840. (Sir Manrckji Ihidnhhoy.) i will come to 
that point, Mr. Governor. You have anticipated 
me. Then, in answer to the Chairman, you stated 
this with regard to tho constitution of the new bank: 

II I should, therefore, like you to consider whether 
your end would not ho met (ami the end of the pro- 
prietors of tho Imperial Bank, who deserve to he con- 
sidered) if the Imperial Hank were to renounce its 
special privilege's, and to receive freedom from its 
special restrictions, and a new hank were to bo 
set up to acquire those special privileges and to 
perforin the other functions which 1 have enumerated 
to you; the new hank to obtain its capital from the 
existing proprietors of tho iim]>erinl Hank, who would 
thereby Ik* left where they are to-day.” Is that 
piactical politics? Could you ask the Imperial Hank, 
constituted as it is, with its body of shareholders, 
to abandon the privileges which it obtained in con- 
sideration of having floated one hundred new banks 
during the last five years and of having expanded its 
operations in various directions and of having laid 
out a scheme? Is it now within the range of practical 
politics for this CVim mission t.o make a recommenda- 
tion to the present shareholders of tho Imperial Hank 
to renounce all those privileges, and also to ask them 
to find capital for another hank which is going 
practically to bo a serious rival to tlpm and to take 
away a lot of their business?— AVill you kindly re- 
poiit your question ? 

14.841. My question is this. Ts it within th« range 
of practical politics for us to ask the Imperial Bank 
to forgo all these privileges and concessions which 
they have acquired, and lie content with a hank on 
a very small unambitious scale, and also to ask the 
shareholders to find capital for a new Bank which is 
going to be a very formidable rival to tho existing 
bank? — Yes, it is practical politics. 

14.842. Are you also of opinion that it is a reason- 
able proposition? Let me put it in another way: 
Would not it bo a breach of faith with the existing 
shareholders who hnvo acquired a ton years’ agree- 
ment from Government, considering tho Treasury 
balances which were placed with them in order that 
they should extend their operations and go in for a 
larger scheme? Would it not be an act of breach of 
faith with these people?— 1 do not flunk it would lie 
a breach of faith with them. I. think that what 
they would lose on the swings they would gain on 
tho roundabouts. 1 endeavoured in what 1 said on 
the hist occasion. 

14.843. I have carefully studied your answer. — I 
have not studied it, but I did endeavour to safeguard 
the rights of tho proprietors in such matters as you 
havo mentioned; and I think it should not be diffi- 
cult to do so. 

14.844. You aro aware that if we exclude the 
exchange banks in India, whose operations are mainly 
of a different character, we have not moro tfian 
really half a dozen banks in India. Even if a central 
bank was constituted on the lines you suggest, would 
not its financial success be very problematical, and 


its successful working a matter of grave doubt? — I 
think not. 

14,846. You do not think so? — No. 

14.846. You think we could undertake this big 
schemo even with half a dozen private banks in 
India? — Which big scheme P 

14.847. The formation of a new central bank? — 
Certainly, in my opinion. 

14.848. Tho advantage would, you think, prepon- 
derate in favour of such a bank as against the im- 
provement of tho constitution of the existing im- 
perial Bank of India? — I think tho great balance 
of advantage is in favour of tho two institutions. 
May I make a general romnrk? T did not mean 
necessarily to attach the name “ Imperial ” to the 
new bank, so to speak, or to tho old one. 1 was not 
insistent that that particular name should bo 
attached to either tho central bank or to tho other 
bank. I am not arguing about the name in any 
way. 

14,8*19. But you say the advantage would prepon- 
derate in favour of such a hank os against an im- 
proved Imperiul Bank of India?— -Yes, but irrespec- 
tive of the name. 1 am not talking about tho name 
at all. The mere nit inn il imperial ” is not what I 
am thinking about, and you are not cither, I think? 

14.860. No. — You are thinking about tho func 
lions? 

14.861. Yes. — I think, if I may continue, that very 
likely it. would be wise to adhere to the name 
11 Imperial ” for the central hank, and to find a new 
name fur the Commercial Bank. It might Ik* quite 
wise to do it in that way. 

14.852. Tf the present shareholders of the Imperial 
Bank of India refuse to find the capital for the now 
central hank, what is your recommendation in that 
case: how is the capital to ho found? — l cannot be- 
lieve tlinl they would refuse, and T should only con- 
sider how to find it after they had refused, because 
T have never known of any insurmountable difficulty 
in the finding of capital for a central bank. 

14.853. (Sir Maned' ji Dculuhhoy.) You may take it 
from me, Mr. Governor. I havo been one of the 
Governors of tho Imperial Bank of India for the last 
five years. I also have an intimate knowledge of tho 
eoinmercial activities of the people of India, and I 
am deeply interested in many hanks; and I can tell 
you from my personal knowledge that I feel very 
strongly that if a proposition like this is placed 
before the existing shareholders of tho Imperial 
Bank of Tndia to cut down their privileges and make* 
tho present Bank simply a nonentity and start a 
rival bank, they will not give the capital. That is 
my honest and firm conviction, and I think my friend, 
Sir Purshotaindas Thakurdas, who also knows a good 
deal about Banks in India, will very probably agroc. 

14.854. (Chairman.) We must not enter into a 
discussion about this. 

14.855. (Sir Matter kji Thidabhoy.) J>o you still 
think that the scheme will be feasible, and that they 
will find the capital? — My answer to that would be 
this. 1 am not going to deprive the proprietors of 
anything. I am going to give them the whole, and 
possibly more than they have to-day, but I am going 
to give it to them in two packets instead of in one. 
As to whether or not they will find the capital for 
the new bank, that is primarily a question of the 
terms on which it is offered to them. 

14.856. But you will admit, that the shares of the 
present Bank will fall considerably and their profits 
will considerably diminish P — I do not know enough 
to admit that. I can conceive it as possible, but I 
am quite sure, if you will allow me to say so, that it 
can be. done in such a manner that it will inflict no 
hardship on the proprietors and that the proprietors 
will in fact be willing to find the capital that is 
needed. 

14.857. In case thds capital is not forthcoming f)wm 
the proprietors of the Imperial Bank when this 
scheme is placed before them, what is your reedra- 
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inundation then? What would you suggest if the 
Bank is to bo started? Where are you going to get 
the capital from — from tho Government or whom? — 
From the present proprietors. 

14.858. But if they refuse?— I should give that 
question no consideration until Ihoy have refused. 

14.859. Would not tliut jeopardise the position of 
the present Imperial Bank of India?— 1 do not think 
so at all. 

14.860. It would not jeopardise it in any way, do 
you say? — I do not see that it would. 

14.861. With reference to the new bank whirl] you 
have recommended, you have stated that oil the 
governing body you would not have members of the 
Government, you would not have members of tho 
Legislatures, and that you would also exclude poli- 
ticians, hankers and officials. £ can quite understand 
the exclusion of members of Government bo a certain 
extent, -and also the exclusion of politicians; but if 
you oxcludo bankers, will you tell me how you will 
supply the technical knowledge which is necessary 
for the good government of a bank? — First of all, 
so many officials as you may decide possessing tech- 
nical knowledge. There are many individuals who are 
not bankers, in the sense in which that word is 
generally used, who have a very considerable tech- 
nical knowledgo of banking T would venture to say. 

I think you would have no difficulty from that point 
of view. 

14.862. You say wo would have to fall back upon 
tho technical knowledge of tho officials of tho Bank? 
—•Not “ fall back.” There would be no falling back. 

14.863. Would a governing body exclusive of these 
men which you suggesL lie competent to deal with 
grave financial and banking questions? -In my opin- 
ion it would bo fully competent to do so, and it would 
bo supported by a body of officials which would bo of 
groat assistance to it. 

14.864. You recommend that business men from 
commercial communities should bo put on this Bank? 
— 1 do. 

14.865. Are you aware that in India many of tho 
men in tho front rank of business, both Europeans 
and Indians, aro also members of tho Legislatures, 
and arc politicians to a more or less extent?— I am 
not aware of tho degree to which that applies. 

14.866. Tf I put it to you that lending commercial 
business men aro also members of the Assembly and 
are connected with politics to a certain extent, would 
you reconsider your decision in that case? — No. 

14.867. On tho last occasion the Chairman asked 
you: * 1 It has been suggested by one witness that the 
Government should have an effective voice in refer- 
ence to tho highest financial policy of the Hank, and, 
further, that the provisions of tho present Imperial 
Bank of India Act should bo retained wliereiinder the 
Governor-General in Council is entitled to issue in- 
structions to the Bank in respect of any matter 
vitally affecting tho policy of tho Government, or the 
safety of Government balances, and to confer upon 
the representatives of the Government of Tndia on 
the Board of tho Bank a right of a suspensory veto 
in regard to any action considered to he prejudicial 
to Government’s interest under these headings. 
Taking those two powers referred to the power to 
issue instructions and the right of suspensory veto — 
do you regard the maintenance of such powers of 
control as that as desirable? ” Your reply was in 
the negative. You said : 11 No; T intended to have 
dealt with this question a few moments ago.” I 
would draw your attention to this, and I will put 
tho proposition to you in connection with a concrete 
fact. In the present conditions of India, if tho 
notes are to he issued in tho name of Government 
^nly, and a hank is to bo constituted as the Central 
Bank, which would have the management of tho note 
issue, how would it be possible to deprive Govern- 
ment of an effective voice in tho financial policy of 
the. Bank P— I was not aware that the notes were to 

issued in the name of the Govern men t, although 


it may bo so; but, in any case, the Government hands 
over to tho Bank, directed as it will bo by a respon- 
sible body of persons, the whole of its financial opera- 
tions under the terms of tho Bank’s Charter. 
Having done that it leaves tho Bank, and that body 
of responsible persons, to conduct the operations. I 
sco no reason to go beyond that. 

14.868. 1 am not quite clear about it. 1 will put 
it in this way. if we decide that a new Bank shall 
be constituted— either a revised and improved 
Imperial Bank of India or a Central Bank in tlio 
sense you have indicated — and we then find it would 
not be safe in the interests of India that tho power 
of issuing Notes should be delegated to that Bank, 
or that the Hank should issue the Notes in its own 
name because it would cause a want of confidence 
and panic among the people, then would it not bo 
necessary for some measure of Govern men t control 
to Im maintained over the financial policy of tho 
Bank?- In my opinion, no. 

11.869. You would not even give the Government 
representatives on the Bank a power of suspensory 
veto? No. 

14.870. You would not even give that?— T should 
not. 

14.871. Tf the Government finds Lliat tho large 
Treasury balances which are at the Bank have not 
been very judiciously utilised, and the Bank is even 
going wrong, and it might cause some difficulty in 
the way of Government when they require tlm 
balances, even then von would not have any Govern- 
ment supervision? I should make no provision for 
fciM'li a hypothetical condition. 

14.872. In formulating your scheme for the Central 
Bank and its powers, you have in mind western 
conditions and the principles of banking in England 
rather than special Indian conditions, have you not? 
— Not only England. I think. 

14.873. No; I mean western countries? It is per- 
fectly true that I am not as familiar with the condi- 
tions in India as 1 should like to be, but 1 have 
based my suggestions to you oil a much wider field 
than England or even Europe. 

14.874. (Sir Manrrkji lhtdahhuy.) I would next 
draw your attention to your evidence commencing 
with paragraph 14,010. You suggest that the mite 
of tlm imperial Bank should bear the guarantee of 
Government. 

14.875. (Chairman.) No, the Governor did not 
suggest that. T put a question to the Governor and 
lie said “ If tho Commission arc of opinion that the 
note of the Central Bank would bo well received and 
pass freely current without any mention or pro- 
vision of Government guarantee, I should greatly 
prefer such a note.” 

14.876. (Sir Maneckji Vadahhoy.) That is the 
alternative. Reading the whole of tho Governor’s 
statement, the impression left oil my mind is that he 
thinks it might be obviated by a sort of guarantee 
given by tho Government. 

1 4 ,S77. (Chairman.) From what answer do you 
derive that? 

11.878. (Sir Manrrkji Dadahhoy.) It is quite clear 
to mo that the Governor is of opinion that lie does 
not recommend a Government guarantee. 

14.879. (Chairman.) No. What be says is “or 
whether that note should not lie stated to lie an 
obligation of tho Government, or ho guaranteed 
by the Government. This is a question of Indian 
mentality on which T havo no information.” So 
he dm* 4 ; not express any opinion for or against, 
except in question No. 14,613. - 

14.880. (Sir Manrckji "Dadahhoy.) Tho question was 
“ You would rely upon that co-ordinated relation 
between the Central Bank and tho Government to 
which you havo already referred,” and tho nnswoi 
was, “ Yes, because obviously the Central Bank will 
be required to observe curtain rules laid down in its 
charter, und so forth, ns Sir Charles reminds me. 



254 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


23 April , 1926.] The Right Hon. Montagu Norman, P.G., D.S.O., IContiiHud* 

and Sir Charles Addis, K.C.M.G. 


It is not altogether a free lance. It would be 
required to hold certain reserves and to observe 
certain statutory provisions. 1 cannot sec* that the 
Government of India should not be as williug to 
trust the note of tlio Bank as to trust the Bank as a 
holder of the Government’s balances, which it would 
be as an essential part of tho plan.” Mr. Governor, 
do you put these two cases on the same plane? Tho 
Imperial Bank have a discretion in the matter and 
they use that discretion. The other question is the 
want of confidence. It might imperil the Govern- 
ment altogether if peoplo have no confidence in the 
bank note. You do not mean to put these things 
exactly on the same plane? — I say they are similar 
considerations, but not the same considerations. 

14.881. I understood from your evidence that as 
regards the question of compensation to the Govern- 
ment for handing over the right of note issuo, in 
the first instance you were not disposed to give any 
compensation to tho Government, blit later on you 
rovised your opinion, saying that tho profits over a 
certain minimum might be distributed between the 
Government and the shareholders. Ts that the only 
scheme of compensation which you have in view about 
tho distribution of profits? — About a certain pro- 
portion being allocated to the Government as the 
only method by which they would receive 
compensation ? 

14.882. Yes P— Yes, it is. 

14.883. May I know what is done in England? 
With regard to tho bank notes which are issued by 
tho Bank of England, does the Government got any 
consideration for having given that power to tho 
Bank of England? — The main consideration here is 
that the Government has a large loan dating from 
a couple of hundred years ago at a nominal rate of 
interest. That was an important factor in tho 
origin of the Banks privilege of note issue. 

14.884. (Chairman.) Could it he said that tho 
Government receives* services from the Bank without 
payment? — No. 

14.885. (Sir Manrckji Vadahhoy.) In paragraph 
14,634, in answer to the Chairman, you stated this. 
Tho question put was “ I may perhaps later on ask 
you a question about silver, supplementary to this. 
First of all you say that you would fix the minimum 
percentage of gold and gold securities at 40 per cent. 
Can you define at all the proportion of that minimum 
of 40 per cent, which would be held in gold? — .Well. 
I said mainly gold, and I should propose that by 
degrees the whole 40 per rent, should come to con- 
sist of gold.” Your idea, then, is ultimately to stop 
all investments in gold securities?-- 1 will not go as 
far as that. 

14.886. Why do you say “I said mainly gold?” 
What is your reason for saying 41 mainly gold ”P—I 
think I said somewhere that if the minimum wero 
fixed at 40 por cent., it would require that the Bank 
should hold on an average GO per cent. 

14.887. (Chairman.) You say “ That being the mini- 
mum figure, the normal figure would necessarily bo 
considerably higher”?-— <1 think it would not bo 
unfair to aim, over a long series of years, at having 
your minimum in gold, and your margin, as it were, 
in securities. I attach no great importance to that, 
but it appeals to mo. 

14.888. (Sir Maneckji Vadahhoy.) I see your point 
You also stated in answer to the Chairman that a 
Bank should buy and Bell gold exchanges but not 
gold. Why not gold? Will you kindly amplify that? 

14.889. (Chairman.) We are now getting off the 
question of a Central Bank. I was hopeful that we 
should not return to the old questions about the 
standard. 

14.890. (Sir Maneckji Vadahhoy.) I do not quite 
grasp your reasons for saying that the Bank should 
only buy and sell gold exchanges and not gold? — 
That, I think, is the question which we have dealt 
vith, or which I have tried to deal with, on the two 


or three earlier occasions when I was here. The 
question of buying and selling gold is implicit, and 
indoed explicit, in the scheme which was put before 
me ns a witness, and to which l have devoted some 
hours of time hero. It was for that reason that I 
here advocated that gold he not bought and sold. It 
is part of the currency question. It is not a hanking 
question ns it seomB to me. 

14,801. Then I will look at the reasons you have 
given previously in connection with your answers on 
the gold standard? — Yes. 

14,892. (Sir Alexander Murray.) In answer to Sir 
Maneckji Dndnbhoy you indicated that while it 
might be possible to modify the constitution of the 
Imperial Bank of India, it is not desirable to do so. 
In your opinion it would he to the advantage both 
of the people of India and of the Imperial Bank 
that two separate concerns should he created by the 
shareholders of the Imperial Bank. It is only five 
years ngo since the amalgamation took place, and 
at that time the shareholders of the Imperial Bank 
increased their capital in order to moot the require- 
ments of the occasion when they were appointed 
hankers to tho Government of India with a viow to 
developing banking interests in India. Can we 
lightly contomplato again telling them to double their 
capital with a view to croating two separate depart- 
ments? — If that he tho amount of capital which 
would he needed, having regard to futuro probable 
liabilities, I should think you could lightly contem- 
plate it. 

14,983. Having increased their capital recently, 
the amount of the business which they are doing now 
in relation to their capital and reserves is «>m- 
paratively very much smaller than similar business 
being done by the commercial banks, say, in England. 
Roughly speaking, I think the capital and reserves 
of the hanks in England (I am not spoaking of tho 
Bank of England hut of hunks generally) overhead 
is round about 6 per cent, of their total assets or 
liabilities. With the Imperial Bank of India it is 
11 por Cent, or 12 percent, already. Tf the business 
of the present Imperial Bank is materially reduced, 
as it would he probably if it did not receive the 
Government balances, it would mean that the 
Imperial Bank would have to earn a dividend for 
its shareholders on a restricted turnover of business 
even allowing for expansion. That is to say, while 
according to the figures now it has to earn a dividend 
on a basis of, say, 11 per cent, of capital and 
reserves to its total assets, the hanks in England 
overhead have capital and reserves of only 6 per 
cent. ?— Paid upP 

14.894. Yes. Do not you think that is a handicap 
to the shareholders? — If your point is that the 
capital of the Imperial Bank to-day is greater than 
its requirements, I havo no opinion on that point; 
but, in that case, it might he possible to make some 
division as between the two contemplated banks. 
The percentage of 12 per cent, in relation to liabili- 
ties which you gave me just now does not seom to 
me amiss for the capital of a Central Bank. 

14.895. 1 nm not speaking of the Central Bank. I 
am speaking of a Commercial Bank as it would be 
in the future as compared with the 40 odd Com- 
mercial Banks in England where the percentage, 
according to the figures, is, I see, only some 6 per 
cent. You would rule out of sooount the possibility 
of constituting the Imperial Bank under a different 
constitution as agents for the Government of India 
so far as the administration of the Note issue and 
other things are concerned? You would rule that 
absolutely out? — I should rule it out, yes. 

14.896. In reply to the Chairman you gavs in detail 
the items which caused you to think it would be not 
suitable for the Imperial Bank under its 
constitution to act as the Central Bank also. First 
were the Note issue and the free inlet and outlet or 
legal tender. These, in your opinion, are such that 
it would not be possible for the Imperial Bank, bb 
agents for the Government of India, to administer 
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the Note issue and the free inflow and outflow of 
gold? — In my opinion it would be possible, but not 
wise. 

14 , 897 . Ib something like that not done in the 
Commonwealth Bank of Australia now? — I cannot 
tell you just at what point in its metamorphosis the 
Commonwealth Bank has arrived. It is actually 
being remodelled— and, I think, completely re- 
modolled. 

14,808. Speaking from memory, it was largely con- 
stituted as a commercial bank with a view to acting 
also as a Central Bank to the other banks. Tt did not 
get the noto issue to start with. Afterwards it did 
get tha administration of the note issue; that is to 
say, a Note Board was appointed. Then, more 
recently still, they scrapped the Note Board, and 
they have made over the noto issue lock, stock ami 
barrel to the Commonwealth Bank of Australia, and, 
as T understand it, I think the notes ther - ' arc now 
issued by the Commonwealth Bank with tho signa- 
tures of the Bank ami the Government official con 
cerned also on the note. Do you think that some- 
thing of that sort or description might he possible 
in India? — That is, tho bank issuing its own note, 
as I understand it. 

14,899. With the signature of the Government official 
on it, and, as a last resort, 1 believe the Government 
of Australia accepts responsibility for tho not© issue. 
There is this difference, if I may say so-that 
is not a private bank. It has no capital in tho 
proper lenso of tho term. It is a peculiarly consti- 
tuted bank ; but, still, they have so adapted the eon- 
Ftitution that, while the Board of the Commonwealth 
Bank actually handles everything on behalf of the 
Government, the Government is ultimately respon- 
sible?- I do not know exactly where the Common- 
wealth Bank stands in these matters now, hut, of 
course, as you say, it is gradually going through a 
change, and it is still changing. 

14, 9(H). Yes, it is?— My answer to you, I think, is 
precisely what was pointed out to mo a few moments 
ago — that is, in paragraph 14,611. This is the first 
time I have had the advantage of reading tho notes 
of my evidence. “ Or whether that note should not 
ho stated to he an obligation of the Government, or 
be guaranteed by the Government. This is a ques- 
tion of Indian mentality, on which I have n> 
information. ” 

14.901. I was only wondoring whether you could 
bring your mind round to the point of view of con- 
sidering the Imperial ’Bank as agents for tho Govern 
incut of Indiu in the issuing of the note?- Instead of 
having the two separate institutions? 

14.902. Yes.- No. I could not. 

14.903. As far as the Government balances are 
concerned (I am referring to paragraph 14,575 
of your evidence), these ure now entirely, or 
practically so, in the haiids of the Imperial 
Bank of India, so that to that extent it 
is immaterial whether we have the Imperial Bank 
as at present constituted, or a new Central Bank. 
Tho next thing is, that in reply to a question put by 
tho Chairman, you indicated, I think, that the 
Imperial Bank ns at. present constituted was not the 
holder of the cash balances of the other banks, but 
my information is that it is largely?- I did not know 
that. 

14.904. You assumed that they held them in their 
own repositories ? — I thought most of them held most 
of their reserves in this country. 

14.905. We are not speaking of banks in this 
country, but of Indian banks and of the money they 
are holding in India? — You aro speaking of Exchange 
batiks? 

14,908. Any bank operating in India, so far as tho 
money available in India is concerned ?— I should 
not IiAve thought it was true to say that the reserves 
of the Exchange banks operating in India wero 
entirely, or even mainly, held with the Imperial 
Bank. 

14,907. That is perfectly true, as you put it, but 1 
will put it in this way: Are not the balances avail- 


able in India, of tho banks operating in India, now 
in tho hands of tho Imperial Bank to the sume extent 
as in future they will be in tho hands of the Centra: 
Bank? — 1 should say not. 

14.908. Why? — Because I should expect in the 
futuie that all adequatu reserves of all the banks 
doing business in India will he maintained with the 
(km tral Bank, and 1 do not think that is tho case 
to-day. 

14.909. Thank you; I will coin© buck to that 
presently. Tho next point is this. You say that tho 
Imperial Bank is now only part agent of the Govern- 
ment’s financial operations, but could not it be 
equally well made the solo agent, or tho whole agent, 
whether it was the Imperial Bank or tho Coutral 
Bank? — Again I would reply that it could lie; it is 
possible, hut not wise. 

14.910. With regard to the expansion, and contrac- 
tion of currency and the maintenance of stability, 
you said that tho Imperial Bank was not functioning 
in that respect at all tho sumo as a central bank ivas 
concerned. Having got your views in detail as to 
tho advisability of modifying the constitution of tho 
Imperial Bank, let us now turn to the Central Bank 
as you purpose having it? T. have not read my 
evidence through. 1 have attempted to state my 
views, hut subsequent examination sometimes shows 
that these might have been differently expressed. 

14.911. Coming then to the Central Bank, in view 
of tho remark yon mado to mo a moment ago ns 
regards reserves, do you suggest that a percentage 
of tho reserves of the hanks operating in India, 
whether they are registeml outside India or iusido 
Tndia, should bo held legally in the hands of the new 
Central Bank, such as is dono in America, where tho 
nicnilK'r hanks of the Federal Be serve system have to 
hold a fixed percentage? — My present view is this, 
that 1 should hold it would not lie necessary to make 
tli at a legal enactment. I should hope it would he 
done by co-operation and good feeling on the part of 
the commercial hanks; hut if it wero not so, either 
in the first instance or at any later dale, it might 
require legal force. 

14.912. Then as regards tho deposits which aro to 
be given to the new Central Bnuk if it eventuates, 
would there ho any interest allowed? No. 

14.913. Neither on the Government of India's 

money nor on the commercial hanks' moneys, nor on 
private depositors’ moneys? No. 

14.914. Tn other words, the Central Bank under 
no conditions would pay interest on deposits?— As 
such, no. 

14.915. Would you limit the n timber of the 
branches? — No, I should hopo they -would gradually 
but slowly increase as the habit of banking ami in- 
vestment spreads throughout India. 

14.916. We are tulking of the Central Bank? - I 
am talking of the Central Bank. I make no com- 
parison in the number of branches which in my 
opinion the Central Bank would have ns compared 
with what the Imperial Bank would have. 

14.917. L will come back on that presently too. 
Take Savings Banks. The Imperial Bank now 
specialises on savings banks and takes deposits, and 
tho Post Office does a largo business in that way. 
Would you have the new Central Bank fathering the 
savings hanks’ deposits in India? — How do I under- 
stand “ fathering ” ? 

14.918. Well, mothering. .Somebody has got to pay 
interest in a case like that?- -I should imagine that 
the provision for savings was adequately met by the 
present arrangements of the Imperial Bank and tho 
Post Offico. I do not know. If it is adequately met 
I should lea vo it alone. If it is not adequately met, 
obviously some arrangement has got to be made to 
meet it; but I think it is really a domestic matter. 

14.919. Would you restrict tho type of investments 
of tho Central Bank and confine it to investments, 
say, in Government securities, or securities of local 
authorities?—! should give the Central Bank as free 
a hand as possible, and trust to its good management 
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nn<l good sense. I do nob think 1 should, therefore, 
specifically limit its investments. 

14.920. As regards its business, apart from invest- 
ments, you would not restrict it entirely to le- 
discounts?— Oh no. 

14.921. You would allow it to lend money P — Yes. 

14.922. So that to that extent it might be in com- 
petition with the banks ? — I should certainly make no 
provision which would prevent the Central Hank, if 
it thought necessary, from competing with the other 
banks. It might bo very necessary fur it to do so. 

14.923. Is it not ono of the cardinal virtues, as 
put to us, of Central banks that they do not com- 
pete with commercial banks?— Tt is, but that does 
not mean that they do not protect the business com- 
munity from tlio banks, if necessary. 

14.924. I do not know what the pracLice is at 
homo, but L take it that people often lodge with tho 
Hank of England bills without actually re-discount- 
ing them. They do not sell the hills to them; they 
pledge them very often? — Yes, often — everywhere. 

14.925. The same thing would ho done in India 
too? -Certainly. I think what I am trying to sug- 
gest Is quit© general, really. I am not trying to 
suggest anything special. 

14.926. I appreciated very much the evidenco you 
gave to the Chairman regarding the useful purposo 
which the Imperial Bank Ii&h been serving, not only 
since its inception at the amalgamation, but by the 
old Presidency banks previous to that. I cannot 
personally visualise how the Imperial Hank is going 
to go on developing and doing all that you still wish 
it to do unless it gets some privileges of some descrip- 
tion. The Imperial Bank has already increased its 
capital, and it has opened a hundred new branches 
in the past five years. You have not been opening 
branches. I have, and I know what a shortness of 
personnel means, and I know that the wear and tear 
which the bank officials go through in a process of 
that description is very material. What I would 
like to get at is what you would really suggest, from 
your experience, as a quid pro quo to the Imperial 
Hunk of India for having increased its capital, for 
having opened these hundred branches, and for 
having increased its Dead Stock very materially, if 
it is going to drop back into a commercial bank still 
desirous of opening branches and developing the 
banking habit, and yet not huving the Government 
balances and other privileges which have been 
accorded to it in the pust. Can you suggest how wo 
can arrive at a via media as regards getting tho use 
of Government balances from the Central Hank on 
certain terms?— I do not think I can suggest a 
means because I do not know enough ubout it. It 
is very much a domestic question. My hope, 
certainly, would be that tho commercial side of tho 
Imperial Hank would ho continued; that the policy 
of opening branches as fast as convenient, and as 
generally ns convenient, should bo continued. Even 
if it is not so in the first few years, T hope and 
holievo that in the long run that policy will be 
extremely profitable to the bank, and extremely 
beneficial for India. 

14.927. That is a very pious expression of opinion? 
— Thai is quite right. Although T have no know- 
ledge as to the quarters from which the commercial 
bank would obtain the deposits with which to do 
this particular business, T cannot conceive that in 
a community of the size and wealth of India there 
would be any difficulty in getting them. That is all 
I can say. 

14.928. I do believe we are working now in the 
right direction and that the opening of those 
branches in India has been tho very best thing that 
could have been devised for a system of banking 
in India. It is because I feel strongly on that 
point, and it is because I agree with all that you 
have Bftid already in evidence on the point, that 
I am a little dubious as to tho future of tho 
Imperial Bank or the commercial banks in India 


without assistance similar to what that bank has 
been having in tbo past? — Assist am; 9 in the way 
of deposit, you mean? 

14.929. Yes P— ■; Something of lliat kind inny be 
necessary, i cannot say. 

34.930. I wonder if Sir Charles Addis cun help 
us from his wide experience as a practical banker? 
—{Sir Hilaries Addis.) Your difficulty is that tbo 
new commercial bank will not be able to compute 
with othor commercial banks because of its beinjg 
over-eiipitaliNed? 

14.931. That is one item 1 bad in mind?— If its 
capital were reduced it would be able to compete. 

14.932. Probably to a curtain extent, but we must 
keep in view expansion as well as tho mero earning 
of dividends. I ain not looking at it from u dividend 
earning point of view alone. 1 ain keeping in view 
tlu? wider issue to which the Governor lias referred 
in his previous evidence, and which we all have ill 
front of us, more tlinai anything else. -But the 
condition of expansion is that a bank should lie able 
to operate on a profitable basis. 

14.933. Quite so.-- The new bank would be in the 
same position to do that as any oilier commercial 
bank in India, providing its capital boro a proper 
relation to its liabilities. 

14.934. If 1 may say so, previous to the formation 
of the Imperial Bank, there was practically no 
expansion of banking in India by tins then already 
established banks- with all duo respect to the 
gentleman on my left. Tho exchange banks 
operated only in the big centres, ami will continuo 
to operate only in tho big centres- The Imperial 
Bank has acted as a pioneer and lias gone all over 
India. They must earn :l dividend or they will not 
be ablo to continue doing that. Whore is the induce- 
ment to them to continue? Where arc tho facilities 
to bo given to Lliem to expand hanking in India, 
which is what wo all desire?— Tho condition, I take 
it from you, is that that expansion can only ho 
achieved by means of a Government subsidy. Is 
that your proposition? 

14,935- I do not like tho word lt subsidy." That 
is the form which in substance it must take. Either 
hanking is carried oil in India under such conditions 
that it can earn sufficient profit to enable it to 
extend, or the economic conditions are such (hat 
banking cannot be extended without the help of a 
subsidy. Is there any alternative to that? 

14,93(1. That is a point on which 1 desire the 
benefit of your experience as u hanker? — I am not 
aware of any other. A bank must either pay its 
own way, or have its way paid for it, if it is to 
extend. T cun see no alter native- 

14, 937. Have you had any experience of banking 
in Japan?- No, not directly, but I have been in 
close contact with Japan for many years. 

14,933. Is it not the case that the Bank of Jnpau, 
has an arrangement with the Yoknhama Specie Bank, 
whereby it lias given certain duties to the Yokaliutna 
Specio Bank to perform, and it gives to tho 
Yoknhama Specie Bank a large proportion of its 
Government funds at a very low rate of interest— 1 
something like 2 per cent. Are you aware of any- 
thing of that description? — That is an instance of 
what 1 mean by Government subsidy* There aro 
many ways in which a bank can be assisted, but 
they all come back to this, that somebody has to 
find the money either in the form of low rates of 
interest, free balances, or payments for services 
rendered. 

14,939. Is it a practical proposition in the case 
of hanks operating in India P Do you think that 
tho hanks operating in India would object to the 
Central Bank or the Government of India giving 
facilities in the shape of hard cash or other con- 
cessions to the Imperial Bank to enable her to 
continue the good Work it has been doing in the 
way of extending banking in India P — I should not 
care, if I were the Government, whether the banks 
objected or not. If my considered policy were to 
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develop banking in the interests of India I should 
look upon that us a function of Government and 
disregard any protest on that ground. 

14,940- You would not listen either to the Exchange 
Banks or to the indigenous hanks coming forward 
and saying “ Privileges are being given to the Im- 
perial Bank, which, after all, is only a commercial 
bank, which are not being given to us”? — I hope 
I should be reasonable in listening to criticisms, Sir 
’Alexander, if they were well founded — as, for 
example, that the subsidy was being given without 
an adequate return, or that the policy pursued was 
not in the general interest. Criticisms should be 
considered, but I certainly would not, if I were the 
Government, allow myself to bo dictated to by any 
bank. The national advantage to India as a whole 
must be tho primary, and the privileges, rights and 
freedom of the banks only a secondary consideration 
for the Government. 

14.941. Reverting for one moment to the question 
of the Central Bank, as regards tho remuneration 
to the Central Bank I take it you had in mind some- 
thing in the nature of what is being done in con- 
nection with the newly constituted Reichsbank in 
Germany. Do you think that tho principles now at 
work in connection with the Bank of Germany are 
applicable, say, to a Central Bank in India? — They 
are, to some extent, applicable, but the constitution 
of each central hank must be determined by the 
conditions prevailing in the country of origin; and 
they vary very much. T think all one can do at this 
stage is to lay down on general lines the governing 
principles on which to proceed. I see no reason why, 
for example, the Government in setting up a central 
hank by curtailing its freedom of competition so ns 
to enable it to act ns tho Bankers’ Bank, should not 
drive as hard a bargain as they please with regard 
to terms. The Government remains responsible for 
tho currency, and to entrust tho bank with tho sole 
right of issue and control does not in any way impair 
their right to make such charges ns may seem to tho 
Govornmont proper in the circumstances in order to 
prevent an undue share of .profit accruing to the 
bank. Tho terms will he a matter of arrangement. 

14.942. Speaking from your experience on the 
Board of tho Gorman Bank, do not you think what 
is being done thcro is a workable proposition? — T do 
not want to speak dogmatically about that. The 
German Bank Tias l>een in existence for less than 
two years, and during that period it has been pass- 
ing through an extraordinary period of clmos, from 
which it is only gradually emerging. I would not 
like to give an opinion just at this point as to 
whether the statutes of the German bank may not 
require modification. I rather think they will. I 
should have thought so in your case also, ami that 
consideration seems to mo to mitigate the fears 
natural to engaging in any new enterprise such as 
a central bank. The original conditions will have 
to be adjusted and modified in the light of experience 
until a satisfactory working basis is attained. 

. 14,943. (Sir Alexander Murray.) Just one more 
question in connection with the cover of the note 
issue. The Governor, in reply to Sir Mnneckji and 
in reply to the Chairman, indicated that a percentage 
should be in gold and a certain amount in gold 
exchange. Would you agree with a certain per- 
centage being held in silver P 
14,944. (Chairman.) May I remind you of tho pre- 
vious answer to that question : “ As to tho silver in 
reserve, what is your view as to the desirability of 
there being a holding of silver in tho reserve P--In 
the abstract I think it is not a desirable security; 
but if by law or by custom silver is legal tender or 
ln general use, I think it would be proper that a 
moderate amount should bo held in the reserve.’ * 
14,946. (Sir Alexander Murray.) It is arising out 
of that question that I was raising this point. I 
believe in the constitution of the Bonk of England 
Provision is made for one-fifth of the metallic reserve 
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to be held in silver P- (Mr. Montagu Norman.) We 
are allowed to hold silver bullion. 

14.946. Do not you think in tho special conditions 
of India with its great silver tradition, it would bo 
reasonable that a proportion of the metallic reserve 
might bo hold in silver? It would appear to be 
reasonable. 

14.947. Would you indicate a fifth, or some such 
figure?- No. 

14.948. It is a matter for consideration? — Yes. 
(Sir Charles Addis.) I think in considering tho 
reserve you have first to take into Recount tho 
necessity of protecting tho exchanges. Clearly that 
reserve should be in gold, or in gold securities. You 
have also to take into account any internal drain, 
and that reserve might, to a considerable extent, be 
in silver. The amount, ought to be determined by 
Uio volume of currency required to maintain the 
stability of the price level at any time. Whether, 
in order to assure that, tho silver in the reserve 
should be one-fifth or one-fourth, I do not know. 

14.949. (t'hairnuin.) Does the Bank of England, 
us a matter of fact, bold any silver against its notes? 
- {Mr. Montagu Norman.) No. 

14,960. (Sir Alexander Murray.) What about the 
£7,000,000? If the amalgamation which is spoken 
of acre to take place, what would happen to that 
£7,000,000?*—' That question remains for future con- 
sideration. 

14.951. But iL does exist even in a gold standard 
countrv like England? — Yes. 

14.952. They do now hold £7,000,000 silver in 
reserve as cover?- £7,000,000 is held against the cur- 
rency note issue. 

14,95J. In a gold standard country? — -As Sir Charles 
says, it is not reckoned in the gold cover? (Sir 
Charles Addis.) It is included in tho fiduciary 
portion. 

14.954. It can he reckoned in the Bank of England 
reserve if amalgamation takes place? (Sir ('ha lies 
Addis.) legally it cannot; practically it is not so 
reckoned, and is not likely to hi*. — {Mr. Montagu 
Norman.) May T say one word, Sir Alexander? 
There are two things which have occurred to me in 
which I thought perhaps yon had misunderstood me 
a little. The first is, in whatever 1 have said last 
time or to-day on this subject, I am only trying to 
statu principles, ami f am quite convinced that tho 
principled of hanking are dynamic and not static, 
and will have to he developed and frequently modi- 
fied. That is the first thing l wish to say, because 
I thought perhaps on that you had misunderstood 
me. The second thing is this. [ lielicve it to ho 
enormously to the ad vantage of all the Imnks in 
India that the habit of hanking should lx* en- 
couraged by tho spread of brunches- the inducements 
t*o save and to hank should ho pushed throughout 
India by the Tirqierinl Bank, if there is no one else 
to do it. It is not a competitive thing, hut it is 
for the advantage of all, in my opinion. 

14.955. (Sir Alexander Murray.) Thank you very 
milch. 

14.956. (Mr. Preston.) In defining the function of 
the central hank, you said inter alia it should bo 
the holder of all Government balances, the holder 
of all reserves; and then you emphasised the “ all " 
reserves of other hanks and brandies of banks in the 
country. I take it Hint you mean their cash reserves? 
— Necessarily not merely that portion of its Cash 
reserves which a bank may elect to hold in India. 

14.957. Take a British hank with a head office in 
London and a branch in Bombay. What do you 
intend the central bank to hold? I intend it to hold 
n reserve commensurate with the liabilities of the 
branches which the bank has in India. 

14.958. Then really we have to modify the “ all " 
to tho extent of the percentage commensurate with 
its liability in India-^and not all?— Will you give mt 
the paragraph? 

14.959. It is No. 14,571 P — I do not see that that is 
wrong. It seems to mo to be right. 


U 
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14,960. The whole of all the reserves of tho brauclies 
of the banks in tho country, but 1 might reasonably 
have a reserve in India much in excess of the per- 
centage which you desire. Unless the 14 all ” is 
modified, is it your intention that I should disclose 
all my reserves and deposit them with the proposed 
central bank?— It is my suggestion that you should 
always be prepared to disclose your position to the 
central bank. 

14,901. That is possible, but let me take this caso. 
Sir Charles will appreciate the point. Supposing 
tho case of a bank with a branch in Bombay, and 
holding ouo or two croros in Government securities 
there, and the outstanding liabilities to tho |mblic 
in respect of current account and other liabilities on 
percentage is ever so much below that, you do not 
for a moment insist that 1 shall deposit with this 
central bank the whole of my securities? No; 1 do 
not think I do. 

14.962. Simply on the percentage as shall bo 
defined of the branch banks' liabilities to tho public? 
— I think a reasonable percentage of your branches’ 
liabilities in the country. 

14.963. To the public? Yes. 

14.964. (Professor (foyajee.) Instead of starting de 
novo with a new central bank, would it not t>e the 
hotter policy to let the present Imperial Bank go 
through a gradual evolution so that it might shed its 
purely commercial aspects as there is banking 
developed in India? — That course is possible — L think 
most undesirable not only for the bank but greatly 
against the interests and development of banking in 
India. 

14.965. Does not the working of a purely central 
bank assume a preliminary and considerable develop- 
ment of constituent banks in the country? — It cer- 
tainly requires constituent banks. 

14.966. A sufficient number in a sufficient state of 
development ? — Yes. 

14.967. Has that sufficient number in a sufficient 
state of development come about in India yet? 1 
should say fully. 

14.968. In nn.sw'cr to Sir Alexander Murray, you 
observed that you would allow the contra! hank to 
lend money, that is to say, finance local trade, and 
so make profits. In that case, w’ould the other banks 
deposit their reserves freely with the central bank 
which is competing with them by lending money?— 
Did I say that licreP 

14.969. Tn answer to Sir Alexander Murray you 
observed that you would allow the central hank to 
lend money. The question was : Was there sufficient 
profitable business in India for the central bank to 
earn profits, and you observed in answer to Sir Alex- 
ander Murray that you would allow tho central 
bank to lend money, which, 1 presume, is to fiuanco 
local trade? — T do not remember the specific question 
and answer. 

14.970. (Sir Alexander Murray.) I do not remember 
the question in that form, but you might answer the 
question which has been put, apart from anything 
else? — I presume a central bank would primarily 
lend and endeavour to lend to other banks and 
hankers, and re-discount for them. I think I did 
say, in answer to Sir Alexander, that T would not 
necessarily limit their powers to being able to do that 
for the reason that I gave; but that is one of the 
two main functions of tho central hank in its bank- 
ing department, the other being the conduct of the 
business of tho Government. 

14.971. (Professor Coyafee.) If that is to ho tho 
primary business of the now central bank, then as tho 
dieoount market in India developed that discount 
business in tho main would supply amply sufficient 
profit to the central bank? — I cannot say whether the 
re-diecount business would develop so as to do so, but 
I am quite certain there would he enough legitimate 
business of one kind and another to keep the central 
bank busy, and to enable it to earn adequate profits. 

14.972. Might we formulate the bank’s business 
into categories? As to the paper currency business, 


part of tho profits would go to the Government. 
Again, tho rediscount business has not developed 
very much. Then there remains the lending to tho 
other banks. That will be the only tiling left. Then 
another objection might be taken to the idea of a 
now central bank, and I would submit this argu- 
ment for your observation. It is this. Would not a 
central bank formed now bo overshadowed by the 
present Imperial Hank, and would it not bo an 
anomaly that a constituent bank might have a 
larger cupital and a greater business than tho central 
hank does? — 4 do not think there is any necessary 
disadvantage in tho constituent bank being largor 
than tho contral bank. It certainly will not be as 
liquid; but there is no reason why it should not be 
larger. 

14.973. The constitution of a central bunk would 
lead to a groat duplication of the present staff of tho 
Imperial Bank. The Imperial Bank has a big staff 
and numerous branches. The central bank would 
also hnvo to keep a staff in most of those important 
places, and so there would ho not only a sort of 
economic waste, but the doubt lias been expressed 
whether there is sufficient human banking material 
iu India for such a duplication.- Well, what do you 
think about it? 

14.974. 1 have my doubts. If you ask me, I must 
express a doubt whether we can supply twice the 
hankers that the Imperial Bank is now employing 
and of sufiieicnl calibre.- -Yon do not want twice 
tho bankers. If this plan is adopted, the Imperial 
Bank could at tho outset transfer to the Central 
Bank some of tho admirable staff which it has 
already collected, and so provide a trained nucleus 
vL )f> * 1 * tl til t io ua. I think there should bo no 
difficulty about that. Any such division of staff 
would net*d to he made with good will towards the 
plan and with a complete understanding of what 
it involves ami of the varying nature of the duties 
which would devolve upon the two hanks in their 
respt*ct.ive parts iu a .scheme designed to promote 
the future welfare of India. 1 think tho tendency 
will be towards the gradual development of n highly- 
skillod and technical laxly of bankers. 

14.975. I should not lie surprised if my neighbour 
was of opinion that his resources ns regards human 
material have been already sufficiently strained 
by the opening of so many new branches.— He will 
nave to go slow. 

14.976. (Sir Purshotauulus Thukvrdas.) At the end 
of your examination by Sir Alexander Murray, Mr. 
Governor, you said that you had enunciated before 
the Commission important principles on which you 
think a Central Bank in India should be started. 
II I understood you correctly, you also said that 
win 1st you named those important principles, you 
would not ohj(*ct to such modifications being made 
as were necessary in view of the peculiar conditions 
in India?- Quito so. 

14,97*. 1 take it that you do not say: 11 If you 
cannot act upon all the provisions that are laid 
he Toro us with regard to the establishment of a 
Central Bank, you should not take the noto issue 
nnd management of tho currency department away 
from the Government of India, but should let tho 
Government carry on as they do at present”?— I 
do not follow you. 

14,97r<. If the ideas which you have put before 
us cannot be immediately acted upon, would you 
leave things exactly os they are, namely, leave the 
management of the currency with the Government 
of Tndia ] — If I could make no improvement; I should 
leave things ns they are. 

14,979. If the peculiar conditions in India per- 
mitted some improvement, but not up to the maxi- 
mum which you put before us, would you favour 
n start with that partial improvement, aiming at 
working up to your ideal, or would you say we 
should not start at all until we can immediately 
ocli teve your ideal P— Well, I think it would be 
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necessary that the Central Bank should start with 
a reasonable number of principles established, but 
the development of it, as 1 said to Sir Alexander 
Murray, must depend upon circumstances. 

14.980. Provided there was a reasonable observa- 
tion of the principles which you name, you would 
certainly say make a start and work up to the 
maximum which has been put before the Commis- 
sion ? — 1 should. There are some principles which 
at the inception I should fight for moro arduously 
than others. 

14.981. That was going to be my next question. 
Would you name one or two of those principles 
which you would fight for at the inception, and 
which you would look upon as alisolutely necessary 
from the beginning P — T think tho custody of 
Government balances, for instance, is most essential. 
I also regard as essential the control of exchange 
and the management of tho currency. 

14.982. When you refer to the management of the 
currency, may I ask if you mean absolutely without 
any control from the Government, or would you make 
a start with the hank as agents of the Government, 
aiming at finally working up to the bank’s inde- 
pendent control of the currency? — I should endeavour 
to establish the latter at once. 

14.983. But would you say, if you could not do 
that, do not make a start? L should wait till 1 
reached that dilemma. I do not know. There are 
a great many pros and cons which I think you would 
havo to consider before that awkward question could 
be decided. 

14.984. There is a certain system in existence at 
present in India. -Some witnesses, speaking not on 
behalf of the Government hut who have had inside 
experience of the Government of India have ex- 
pressed strong opinions that a start should be made 
in the direction of getting out of tho existing Gov- 
ernment system. If local conditions in India justify 
only a movement up to that extent, and not beyond 
it, what would you do, Mr. Governor?- Well, I do 
not think I can answer the question in that form. 

14.985. My only point in raising that question was 
this: whether you looked upon the complete non- 
interference of tho Government as such a funda- 
mental thing as to prevent a start? — T do look upon 
it as fundamental. 

14.986. If we could achieve or expect to achieve it 
in course of time, you certainly would not say, “ Do 
not make a start in that direction M ? -I cannot 
answer that. 

14.987. You would not like to answer that? No. 

14.988. I think you said, regarding the necessity 
of having some Government representatives on the 
Board of the Central Bunk, that you would give the 
Government only a small minority, and that minority 
too by nomination from amongst the merchants. I 
have had it suggested to me that the Central Bank 
of France has rather a different constitution. There 
the Governor and the Deputy-Governor, if I mistake 
not, are the nominees of tho head of the Government. 
It has also been pointed out that the Central Bank 
of France has branches all over tho country, and 
whilst it does not receive deposits it does do hanking 
business in the sense in which the Imperial Bank 
does commercial business, namely, it lends. It does 
not lend on dean paper, but it lends against securi- 
ties, I understand. Would you strongly object to » 
system like this being adopted at the start in India, 
if it was considered to be a feasible one in the exist- 
ing circumstances P * Which part of the scheme that 
you have been speaking of do you mean? 

14.989. The part of the scheme regarding branches 
of the Central Bank doing commercial business and 
tl*e part of the scheme roluting to there being some 
control by the Government?— I think you would inoro 
easily reach the aim which you evidently havo in 
view by leaving that banking business throughout the 
country to be done by the commercial bank which 

arise out of the existing Imperial Bank. 
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14.990. Then what do you say with regard to that 
part of the question us to the nominations by tho 
Government? I should think that recent experience 
in Europe was a sufficient answer. 

14.991. If there be no apprehension of such a posi- 
tion arising in liidiu for say the next 10 years as 
lias existed in same countries in Europe recently, it 
might not he equally objectionable to make a 
beginning in that direction, aiming at your ideal? — 
Well, it is not a good time to advocate it. 

14.992. Even in existing conditions in India?— 
No, L did not say that. I said recent experience in 
Europe does not provide favourable grounds upon 
which to advocate that arrangement for India. 

M,993. My question was, bearing in mind the 
conditions which are likely to prevail in India for 
tho next few years, would this parallel in Europe 
apply so strictly? — 1 think it would as far as I am 
aware of those conditions. 

14.994. Regarding the commercial aspect of tho 
Imperial Bank, Sir Charles Addis said something in 
reply to Sir Alexander Murray, and 1 would like to 
carry it a stop further. I think you asked, or Sir 
Charles Addis asked, Sir Alexander Murray whether 
ho maintained that the opening of branches in the 
districts of India could not be done without a “ sub- 
sidy ,” and Sir Alexander Murray did not follow it 
up. I propose to take it lip there. Supposing 1 take 
the attitude that it is impossible under existing 
circumstances for Bank branches to bo opened in the 
districts without a “ subsidy,” what would you, Sir 
Charles, say? You call the possession of Government 
balances or some other sort of assistance from Gov- 
ernment a “ subsidy.” 1 say to you that it iN not 
possiblo for any banking organisation, and least of 
all for a commercial bank which looks after the 
interests of its shareholders, to do anything towards 
the development of bunking in India, especially in 
the inland districts? (Sir Charles Athlis.) My 
answer is that I «>nsider the development of banking 
facilities in India of such importance that, if it were 
not possible by any other means than by Government 
assistance to secure it, then I should give Govern- 
ment assistance. 

14.995. Then tho question cotm* to this, if you took 
tho Government balances away from the .Imperial 
Bank under the scIumuo which Mr. Governor sug- 
gested to us, would not this useful activity of tho 
Bank suffer and would not the development of bank- 
ing in the country come to a standstill?- My hope 
is that if you were to confer upon tho commercial 
bank the trading facilities formerly inherent in the 
Imperial Bunk, it should be able to pay its way, 
provided of course llial the capital was in proper 
relation to the business undertaken. If that is not 
so, then I should say that the shareholders are en- 
titled to consideration in any arrangement which may 
be made. 

1 1,996. If what you said is not feasible, then tho 
shareholders are entitled to some reasonable arrange- 
ment in this connection? — Yes. 

14.997. Lot mo take it a little further on. I take 
it that you are aware that wherever the Imperial 
Bank has opened branches it has not been so much 
a question of lending out money at those branches as 
of receiving deposits. Are you aware that where they 
have opened branches they have received deposits 
more than they have lent out money?— That is the 
way in which banks usually begin business. They 
first collect deposits and then proceed to use them. 

1 4.998. Their experience has been that tho activity 
in these centres has been more in the direction of 
lending money to the Imperial Bank branches opened 
there than in tho direction of taking any assistance 
from them for the first few years. All tho new 
branches show-- 1 have verified what I say to you now 
with tho up-to-date information of Sir Norcot Warron 
- -that they help to bring out capital from the people 
there and have it deposited in the bank. That is the 
healthiest part of tho opening of new branches ly the 

U ? 
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Imperial Bank. If coupled with this you bear in 
mind that theso branches are not paying for tho first 
few years, I hope you, Sir Charles, os the head of 
an important bank, will agree that no bank would 
undertake this operation, unless you offered some in* 
ducement. A bank would not undertake) it merely in 
the interests of tho country — at least, no commercial 
bank would undertake it? — Banks are not philan- 
thropic institutions, of course, but it is common 
experience that il takes some years for a new branch 
to pay its way. There may bo a long period of 
sterilo activity before any direct return is received. 
Tho indirect process is that the money as it comes 
in, flows where it is required, generally to the Hoad 
Office, and is there put to profitable use. A branch 
may he receiving deposits and showing an apparent 
loss; it does not follow Lhnt tho bank as a whole is 
losing. 

14,999. Just as a hank is not a philanthropic insti- 
tution, so is a Government not a philanthropic insti- 
tution, including the Government of India; but the 
Government of India has the patience to wait until 
results come in, in course of time, from the various 
branches and from the activities of tho Imperial 
Bank of India. The strongest objection taken is that 
tho Imperial Bank is a commercial hank, and there- 
fore we must have a new reserve bank for note issue. 
A new reserve bank means taking away all the 
(Government balances from the Imperial Bank. There 
is, therefore, nothing else with which the Imperial 
Bank can carry on its pi esc lit activities without 
seriously imperilling the interests of its shareholders. 
In those circumstances is there any chance of the 
Imperial Bank continuing their useful activity 
regarding new branches? Does not this materially 
affect the question of the ideal which Mr. (Governor 
has put before us so as to suit, local conditions in 
India? You appear to mo to be putting forward an 
hypothesis which may or may not be correct. 

15,900. LoL us take it on the basis of hypothesis. - - 
1 will proceed to discuss it. You assume that after 
tho separation of the banking functions conditions 
will no static and forecast the future accordingly. 
But tumly the future of the commercial bank would 
depend, in the firsL place, upon the management, 
upon l/he energy and skill of those who conduct its 
operations, and their capacity to secure, in competi- 
tion with other institutions, tjio business w'bich at 
present they do not possess. ’Whether it is curried 
on at a profit or at. a loss will depend upon Un- 
wisdom with which it is guided. You would admit 
that? 

15.001. Of couise. — The bank would be, or ought 
to be, the author of its own fortunes in developing 
a profitable trade It is of the essence of hanking to 
look ahead, to be content to work here nml there at 
a loss, so long as the tendency of the business is to 
advance to a profit-earning basis. 

15.002. If the Imperial Bank said at the present 
stage, where it has got 164 branches that it would 
stop and not do any more expansion, saying to them- 
selves* 11 We will now wait for 10 years until all theso 
branches begin to pay and bring in profits, making 
up for tho losses which have been entailed, 11 one 
could i.nderstaml it. But what the Indian public 
expects from the Imperial Bank, as one witness said, 
is not 100 branches, but 1,000 branches, or 10,000 
branches — and he named a higher figure still. Is not 
this activity of the Imperial Bank very important to 
the country, or would you be indifferent to their 
stopping at 164 branches and consolidating their 
position? — No; T think branch development is of 
great importance. 

15.003. You would liko them to have 10,000 
branches? — I would. 

16.004. How is that going to be done? Before the 
164 branches become paying there would be 2,000 
more to bo opened, and before the 2,000 have become 
paying there would lie another 8,000 to be opened. 
Is there ajiy all ei native to what you call the “ sub- 


sidy M having to bo continued? — 1 have such con- 
fidence in the resources of India and in the develop- 
ment of its banking system that I have no doubt as to 
the result. It is only a question of time. The degree 
of importance attached to the element of time will 
ho tho mensuie of (lovernment assistance. (Mr. 
Montagu Norman.) Tf any. 

15.005. Tho extent to which this should be pushed 
forward, and the speed with which it should be 
pushed forward, is a matter not admitting of any 
diffcicnce of opinion. You yourself said a few 
minutes hack you would like the number of branches 
to ho multiplied five times?— (Sir Charles Addis.) 
Yes. 

15.006. Is the Imperial Bank going to have any 
better experiences with regard to its new branches 
than it lias had up to now? — 1 cannot tell. 

15.007. Therefore, supposing the Imperial Bank 
sail! : 14 We must only pay dividends at the present 
figure,” how i« it even going to do that without 
(Government assistance P--1 have not suggested that, 
it could. 

15.008. No. Then I come back to this point, that 
some sort of subsidy is necessary for what is called 
the commercial aspect of the Imperial Bank if that 
important activity of the bank is not going to bo 
stopped. Would you agree with that? — I say it is 
a question of degree. It would depend upon a 
variety of factors, such as the skill and activity of 
the management, or the period of time allowed by 
the (lovernment for the aix'omplishment of the task. 
Subject to these considerations and measured by 
them, 1 should Nay myself (though I do not know 
that the (Governor would agreo with me) that some 
degree of Government assistance might bo justified. 

15.009. We will credit tho management with the 
same degree of efficiency and skill as they have ex- 
hibited until now. We will not go into that any 
further. With that degree of efficiency you agree, 
if this activity is to be continued, some sort of what 
you Call “ subsidy ” would be necessary to maintain 
this part of their activity? — Aro you not again 
assuming that conditions aro to remain the same? 
As I understood the proposal of Mr. Governor, it is 
that, the separation having being made, the freedom 
of commercial competition will pass to tho Commercial 
Bank, which will thus be given a capacity of develop- 
ment which it does not possess at present. 

16.010. That is as far as existing banks are Con- 
cerned. I did not understand Mr. Governor to be 
expecting that new commercial banks would be start- 
ing in India with the withdrawal of .Government 
assistance from the Imperial Bank. I do not know 
if I understood him correctly. — No; my point is 
this: that the fissiparous portion, the Commercial 
Bank, when established by itself with full freedom 
of movement and capacity for action, would no longer 
be a part of the present Imperial Bank. 

15.011. You moan that the Imperial Bank would 
then be able to make larger profits in its commercial 
activities in the more established centres like Bombay, 
Calcutta, Madras, Karachi and Rangoon, than it does 
at present?— I mean that generally the power of the 
Commercial Bank to expand Rb business and to com- 
pete with other institutions would bo increased. 

15.012. To that extent you expect that tho Imperial 
Bank will show better results in that direction?— 
I do. 

15.013. Although the Imperial Bank would have 
formidable competitors in banking institutions 
already established, you think that the Imperial Bonk 
would gain from competition in those places?— I 
think fair competition is tho best stimulus a bank 
can have. I regard it as an important factor in its 
progress. 

16.014. I have no doubt that competition is most 
desirable in the interests of the community to he 
served by the banking institutions, but whether that 
dompeiition would mean larger profits is the question 
which I was referring to. Would it lead to larger 
profits for the Imperial Bank?— I have hod a good 
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many years’ experience, but l have never found that 
fair competition damaged the interests, either of tho 
community, or of the bank. 

13.015. Profits may be affected even by fair com- 
petition. I thought competition generally reduced 
profits. — I believe that to be a profound mistake. 
Profits in the aggregate may be enormously increased 
by the relative advantage that competition gives to 
ability. (Mr. Montagu Norman.) So do I. 

15.016. T would liko to wind up this part of the 
matter with this remark. 1 wonder if you would 
agreo with it or not. In the general question of 
currency and finance for India tho question of the 
development of banking facilities in India plays a 
very important part, and the activities of the Im- 
perial Dank in that direction can be looked upon 
as very satisfactory up till now, and should be en- 
couraged ? — (Sir Charles Addis.) 1 regard the de- 
velopment of banking in India as of great import- 
ance from tho point of view of the currency, a 
counterpoise to hoarding, an incentive to economy 
in the uho of currency, a stimulus to private saving 
and investment in interest bearing securities instead 
of gold- It would mitigate the menace U> the 
currency of tho silver rupee. It was the fear of a 
rise in the price of silver which was partly respon- 
sible for tho rupee being fixed on the Statute Book 
at an exchange of 2s. In all those directions the 
development of the hanking system should be a 
regular part of the iwlicy of the Government of 
India. Whether tho Imperial Bank carries that out 
satisfactorily I am not in a position to offer an 


opinion. 

15, <11 7. I was only referring to the activities of 
the Imperial Bank with regard la opening branches, 
which is a thing they have done because by Statute 
they were expected to do so- It is not that T am 
asking you to give any certificate to the Imperial 
Bank. I am only stating the facts and ask you 
whether they have not acted up to their part, and 
thereby they have not done a useful service in tho 
direction which both you and I approvo of? Your 
question has really a qualitative as well as a 
quantitative aspect. 

15,01 R. Then let us deal with them separately P— 
As regards tho quantitative aspect, I assume that 
it is a good thing to open branches; so far they have 
done well. 

15.019. That is quite clear?— Whether the branches 
have been opened in the most advantageous quarters, 
or whether wisdom has been shown in selecting in 
order of importance and urgency the most profitable 
economic centres to be served, is a point on which 
I am not competent to give an opinion. 

15.020. You are not in a position to discuss that. 


15,021. If there was nothing strong which could 
he urged against it, you would agree with me iu 
the. qualitative part alsoP--My answer would be 
qualified by iny information ns to whether the at- ion 
taken was wise or unwise. . T 

15,022- Supposing I put it in tins way- . 
opening branches generally they have done the rig 
thing, and it has been of sorvire in several ways, 
namely, preventing people from hoarding, ana 
putting before them the inducement to invest r— i 
do not differ; but evon hero 1 must qualify my 
answer by remarking that bronchos may novo een 
opened in places where it may be found impractic- 
able to establish a bank, oven eventually, on a pay- 
ing baaia; with that exception, I agreo. 

16,028. There may be one or two cases like tnat, 
but we are discussing the question in genera 
Then in general, my answer is, yes- 

16,024. I should like to put to you, Mr. 
one question. It has been stated that the into 
of tbe proprietors of the Imperial Bank 
be safeguarded, and you said in reply that y 
not aee that any harm waa done by tho scheme tlia 
you mentioned, to the proprietors into res . y 
I take it your opinion ia that in the solution of this 


M7M 


question the proprietary interests of the Imperial 
Bank's shareholders should lie safeguarded so far aa 
they may he compatible with the broader question 
of the best interest* of the country and the 8tat©P— 
(Mr. Montagu Nonman.) 1 think in the scheme 
which I tried to explain, the shareholders’ interests 
are not in jeopardy- What I meant was that what 
they lose on the one Bide they gain on the other. 
That is the specific reason why 1 suggested that 
whatever fresh capital might lie necessary should he 
offered to those who hold the existing capital, and 
thereby, so far as I can see, if they lose anything 
on the existing capital they will gain it on the new. 

15.025. If it was contended that a few share- 
holders may not he able to take up more than the 
existing capital their particular interests should not 
affect the decision so far as the main interests of 
the country and the State are concern *^?— *1 should 
think generally that is true- 

15.026. (Sir Reginald Man/.) Among the cate- 
gories that you would exclude from tho directorate 
of the Central Bank you mention politicians? — Yes. 

15.027. Could, you give us any idea of your 
definition of that term? — I think that definition 
should he adapted to local circumstances. I am 
sure it must be an expression which is well known 
in India. 

15.028. The term is very widely used in India. 
There are a number of political activities there quite 
outside the Government, and a number of political 
associations. I wondered whether you intended to 
debar members of those associations from the 
management of the bank?— I do not know enough 
about the conditions, Sir Reginald, to answer your 
question in detail, I am afraid, hut 1 do intend to 
exclude those people whoso primary interest in I if*.- 
is said to he politics. 

15.029. You suggested that. 40 per cent, of the 
reserve against notes should he held in gold. Would 
you lay down the maximum percentage in the hank’s 
charter ?- -No. 

15.030. No percentage at all? — No. 

15.031. You would simply leave that to tho dis- 
cretion of tho bank?- -No. T think what I said was 
that, 40 per cent, in gold or gold securities should 
he the minimum. 

15.032. But you would lay down no minimum of 
gold? — No, I do not think so. 

15.033. You think it would he safe to leave that 
entirely to the discretion of the hank? Certainly 
I do. ’ 

15.034. Would von hold tlm gold holdings entirely 
in India? 1 should prefer to leave that to the 
directorate. The question would be subject to any 
legal provisions. 

15.035. They would he free to hold it either in 
India or in London ?— They would he free to hold 
it where they liked. I think on all mutters sueli 
as that the Board should he given the utmost 
freedom. 

15.036. Supposing they adopt the policy or 
acquiring a 40 per cent, reserve of gold, do you 
think there would ho any difficulty in their getting 
the gold? The note issue is approaching 200 crores. 
40 per cent, of that would mean SO crores. With 
the rupee at Is. 6d., that would he £60, 000, (XX), 
and also I may point out that tho note issue has 
increased very rapidly. It lias trebled itself in tho 
hst 10 vears’, and it is quite possible that it will 
double itself, say, in tho next 10 years. That would 
mean £120,000,000 of gold would be required in the 
next 10 years?- When I spoke of 40 per cent, of 
gold I had that in mind as the ultimate figure, if 
( remember right, and 1 am still regarding it as 

an ultimate figure. _ . 

15 037 Which you would contemplate being 
acquired gradually ?- Very gradually, if at all, but 
in the discretion of the hoard. 

16 038 You have recommended that the Govern- 
mont should retain the responsibility for taking over 
redundant rupees?— In silver. 

U 8 
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16.039. Yes. Would you recommend that the 
Government should retain possession of the present 
gold reserve of £40,000,000, which was built up in 
order to provide against tho depreciation of the 
silver rupee? -I am not familiar with the position 
in detail, but in general 1 should not so recommend. 
I think that should go to the bank. 

16.040. Would it not be necessary for the Govern- 
ment to hold the reserve against these redundant 
rupees? The Government, under your scheme, has 
to take them if iequirod by the bank, and provide 
gold or gold securities in their place. The Govern- 
ment would have to maintain a reserve, would it 
not, against such commitments? — I do not think that 
any existing reserves should be withheld from the 
Central Bank for that purpose. The Government 
has received full value for uny rupees which it would 
now have to take over from the hank, and would 
or might receive something for the silver which it 
would sell, it is only a question of detail, at any 
rate. 

16.041. Then yon contemplate that the Government 
should sell the surplus silver and not hold it? — No, 
I do not contemplate one or the other, hut 1 presume 
there would be a limit to the amount which they 
would wish to hold. 

15.042. At present tho holding of silver in the 
currency reserve exceeds SO erores of rupees. It is 
between HU mid 90 crores?-- Yes. 

15.043. 1 take it you would consider that excossivo 
for the bank to take over? — Very. 

15.044. So that the Government would either have 
to hold it or sell the silver? -Yes. 

15.045. I understood from your criticism of tho 
original scheme that you did not recommend tho 
Government to sell a large quantity of silver? — My 
criticism of the original scheme was that the gold 
proposals were linked with silver proposals of such 
extent that sales of silver would necossurily break the 
silver market. 

15.046. And it would do so under the scheme which 
you liavo put forward to-day?- -1 have not dealt with 
any silver— at least, not directly. 

15.047. You suggest that the bank should only hold 
a small amount of silver, and you suggested that the 
Government should bo responsible for drawing off 
the surplus supplies of silver. There is at present 
under this proposition a considerable silver supply 
which tho Government would have to hold in reserve 
or else sell it, and thereby upset the silver market?— 
I consider that the hunk should hold only a very 
moderate reserve in silver. -Silver is token coinage, 
and that is the affair of the Government. If the 
silver coinage in the bunds of the Bank is 
redundant, the Government should tako it over. If 
it is short, they should supply it. They do so here 
and in practically every country. That is either by 
law or custom. If it is necessary for the Govern- 
ment to do so in order to discharge its obligation, 
it will continue the present policy of holding such 
reserves in silver as you have named. 

15.048. But tho policy which the Government has 
followed in tho past has been to build up a reserve 
fund in gold from the profits of the silver coinage, 
and to earmark that fund against the possble re- 
dundancy of silver, and against having to withdraw 
rupees. Tho question I asked was whether you con- 
sider that the Government should continue that policy 
and maintain a reserve against the redundancy of tho 
rupee? — I do not really feel T kno>v enough about 
that, but, generally speaking, I think the responsi- 
bility for the silver coinage, the rupee, must continue 
to be that of tho Government only, and that, so far 
as concerns maintaning a reserve against that, J 
think it is a question for them. I do not know, 

15.049. Do you not think it would be prudent for 
the Government to maintain, a reserve against a 
largo and uncertain liability of that kind P— I do not 
know. I have never had to consider the matter from 
that angle. 


15.050. (Sir lteginald Mant.) Then 1 will not 
troublo you further with it. 

15.051. (Sir Henry Strakosch.) Supposing that a 
new central bank were set up— an entirely new and 
separate institution^- could you give us your views 
as to what the capital of that bank should beP — 'Well, 
I hud not intended to express any view on this, but 
it occurred to mo while Sir Alexander Murray was 
speaking that the figure which he named, vis., 12 per 
cent, of tho liabilities, seemed to me .to bo about 
right. 

15.052. (Sir Alexander Murray.) Tho proprietors’ 
capital and reserve at the present moment represent 
about 12 per cent, of the total assets or liabilities of 
tlte bank as shown in the balaiu* sheet. 

15.053. (Sir Henry Strakosch.) it is very difficult 
to assess what Lho future deposits of the new bank 
will he. The present capital of the Imperial Bank, 
1 understand, is about 11 crores. 

15.054. (Sir Alexander Murray.) The subscribed 
capital of the imperial Bank at the present time 
is 11} crores, and the paid-up capital is 5 crores 
62 lakhs and 50,000 rupees. Then there is a reserve 
belonging to the proprietors of 4 crores, 82 lakhs and 
50,000 rupees. 

15.055. (Sir Henry Strakosch.) Would you regard 
10 crores paid-up capital as sufficient for that bank? 

-Well, I do not think I can answer tho question 
in that way. 1 think 1 could only suggest that it 
should he nil amount hearing some relation to the 
liabilities which the hank was expected to have in 
the near future. 

15.056. You would say that something in the 
neighbourhood of 121 per cent, of the total prospec- 
tive liabilities in tho immediate future would be 
adequate? — I shoukl take some such figure os that. 

15.057. Would you recommend that its shares 
should be fully paid up or partly paid up P- Per- 
sonally I think in the cose of a central bank they 
had better ho fully paid up. 

15.058. It was suggested when you were examined 
earlier that it would not bo a proper thing to offer 
to the shareholders of the present Imperial Bank 
the right to subscribe for the shares of a rival bank, 
the new central hank being called the rival bank. 
Would you regard this new central bank as really 
a rival of tho Imperial BankP — Not at all. In fact 
J should hope thut the relations between these two 
hanks would be extremely close and cordial, just as 
I hope that similar relations would be developed 
between the new Imperial Bank and all the other 
banks in India. 

15.059. Is it not a fact that all the modern 
charters or statutes of central banks closely define 
the operations of those central banks, and that, 
taking the limitations that are put upon those 
central banks, they cannot really compete with an 
ordinary commercial bank. I may perhaps quote 
one or two of those limitations which are usually 
put on central banks? — By law, do you meanP 

15.060. By law or by custom. In those which have 
Wn more recently established those principles have 
been laid down in the charter, and therefore are 
statutory. One is that they are debarred from 
making unsecured loans or advances, from drawing 
or accepting bills payable otherwise than on demand, 
and from accepting money on deposit for a fixed 
term, or allowing interest on credit balances on 
current account P — Yes. 

15.061. Do not those conditions alone throw the 
Central Bank entirely out of the field of competition 
with tho commercial banks P — I think they do. 

15.062. Therefore, a true Central Bank established 
on principles that are now recognised as sound, 
could not in any circumstances be regarded as a rival 
to the Imperial Bank, especially if that bank is 
freed from present restrictions P — It eould not. 

15.063. In your experience, Mr. Governor, regard- 
ing the provision of capital for central banks in the 
more recent past, is it not a fact that in every 
instance the o&pital was quickly found, and that the 
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shares of those central banks very quickly reached 
a high premium above their par value? The capital 
was either immediately or quickly found, and in 
every cose with which 1 am familiar the premium 
was established. 

15.004. Therefore, it is really conferring a privi- 
lege, an advantage, on the proprietors of the 
Imperial Dank if they are given the right t-o sub- 
ocribe for these shares at par?- On the proprietors it 
is essentially. 

15.005. Ts it not a fact that there is hardly a 
modern State whose economic development is pro- 
gressive which has not established u central hanking 
system P — As far as 1 am aware there is not one, 
and I think I may go further and say all those 
countries which have progressed most quickly, and, 
so far as one can judge, most permanently, with 
reconstruction in the hist six or eight years arc those 
whero you have had a strong and independent 
Central Dank. 

15,06(5. Would you regard it as more important to 
establish a system on those lines rather than con- 
centrate on the idea of developing branch business? 
fn other words, is it not more important that a 
ix) un try's credit organisation should he placed on 
what practice has shown to lie sound lines rather than 
concentrate upon expanding the commercial hanking 
business by way of establishing branches? — I am in 
favour of expansion lor the commercial hank as part 
of its general policy and of the establishment of 
credit organisations on the linos that yon have men- 
tioned through the Central Dank. 


15.067. May T put it in a different way P— Perhaps 
1 did not understand you. 

15.068. Would it not foster hanking in a country 
which is not properly endowed with a banking 
organisation if the system established were a sound 
one, and is not the central hanking sytem one which 
would foster more than anything else the spread of 
hanking in that country? A sound Central Dank 
will, l lielieve, do a great deal to increase banking 
through the <‘01111 try, certainly. 

15,009. kSo that if India woro to establish a true 
Central Dank it would lay the true foundations for 
tho proper development of hanking in India?— 1 
think so. I do not think it can ever ho developed 
without the establishment of a true Central Dank on 
proper lines. 

15.070. (Chairman.) Is there anything in the long 
journey wo have taken to which you would like to 
return by way of amplification, before wo close j r our 
examination? -No. 

15.071. T am sure it will ho the d of the Com- 
mission that I should express to you, Mr. (Governor, 
ami to you, Sir Charles Addis, the r very warm ap- 
preciation of the generosity with which you have put 
vour time at their disposal, as yoi have been most 
helpful to the Commission ? — Thank you. If wo 
could servo you again, I am sure it would give us the 
greatest pleasure to come here on almost any day. 

15.072. (Chairman.) That is indeed most kind of 
you. 


(77i« witnesses withdrew.) 
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(Secretaries). 


Mr. George K. Roberts, called and examined. 


15.073. (Chairman.) T should like in the first place 
to express our high appreciation that so distinguished 
a oitixon of the United States as yourself should have 
come to assist us in our deliberations here in a 
manner which will be greatly to our advantage. We 
also wish to thank you in particular for the labour 
which it must havo cost you to pro]) are tho very 
interesting memorandum* which wo lmvo received 
from you. It would he of interest to put on our 
records the fact that you have been Director of tho 
Mint in tho United States — if that is tho proper 
designation P— That is the correct designation. 

15.074. A position which, of course, brought you 
very much into contact with the problems of currency 

over the world, and amongst others, no doubt, 
with the problem of the rupee? — I was quite familiar 
with it during those years. I have not kept up with 
* Appendix 86. * 


it quite so well since I have been out, which is some 
10 years. 

15.075. At present you are Vice-President of a 
great bank, namely, the National City Dank of New 
York?- 1 am. 

15.076. Your memorandum is so full and, if I may 
say »<>, «o clearly expressed that there is very little 
indeed, as far as 1 ain concerned, that I need ask 
you in further elucidation of it, but perhaps 1 may 
ask you one or two questions in order to ascertain 
where you lay the weight of emphasiB in the con- 
siderations which you advance. In your first para- 
graph you say 11 1 need not dwell upon the benefits 
to be gained by all countries from the restoration 
of a common standard of value. The experiences of 
the last 12 years have afforded ample demonstration 
of the evils resulting from unstable currencies and 
exchanges,’ 1 The common standard of value to whioh 

U 4 
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you rofor is, as I understand, tho gold standard P— 
Yes; I refer to the gold standard. 

15.077. Then you take up tho question of the 
world's gold 'markets, and at the end of your second 
paragraph you say that you are inclined to tho 
opinion that tho prospective supply of now gold is 
large enough to permit the general re-establishment 
of tho gold standard without serious disturbance to 
prices, provided all possible economies in its use are 
effected, and tho new stocks wanted are acquirod 
without too much disturbance of existing stocks 
already in use as the basis of credit. What is the 
nature of tho economies which you have in mind in 
your reference to all 11 possible economies”? — Chief 
among them is that of retaining gold in bank reserves 
instead of putting it freely into circulation — instead 
of returning it to circulation in the same degree in 
which it was used before the war. Then I think that 
economics may be accomplished in tho uso of gold 
in hank reserves and by closer co-operation between 
the contral hanks of the world in the management of 
trade balances, so that there need not bo so much 
shipping of gold from country to country. In tho 
long run trade must come into balance, and I think 
that, by co-operation between the hanks of tho 
several countries, the shipments of gold may be 
reduced considerably from what they have been in 
the past, and that therefore they can work upon 
smaller reserves than have boen thought necessary 
in the past. 

15.078. The converse no doubt is also true, Mr. 
Roberts, in your opinion — that if all possible 
economies are not effected, then the prospective 
supply of new gold is not largo enough to avoid 
serious disturbance to prices? — I think there is room 
for doubt about it; in fact there is doubt about it in 
the minds of some competent people — economists— 
whose opinions are entitled to respect. As I have 
stated below', the gold reserves to-day aro con- 
siderably larger than thoy were before tho war, and 
the general price level is adjusted to an expansion 
of credit. It is going to be necessary in the future 
that the additions to tho reserves shall bo larger 
from year to year than they have boon in the past. 
That is where tho question comes in as to whether 
the annual production is going to be sufficient to re- 
plenish and add to tho reserves fast enough to koep 
puce with tho growing volume of business and to 
maintain tho existing price level. 

15.079. You make special reference in tho suc- 
ceeding passago to the influence of possible claims 
for gold for circulation, and you say, " If there 
should be an expansion of business over the world 
and at the same time a general replacement of gold 
coin into circulation, the gold reserves probably 
would not be sufficient to supply the amount of credit 
necessary to maintain the presont price level. In 
my opinion it would be a mistake at this time to 
afford facilities anywhere for gold to be absorbed into 
circulation.” A mistake from whose point of view 
— from the point* of view of the people who want the 
gold in circulation, or from tho point of view of tho 
people who aro going to supply the gold for circula- 
tion?— 1 am looking at it from tho genoral world 
standpoint with regard to tho rocovory of tho 
world to normal conditions; tho general recovery of 
trade, and prosperity the world over, which I think 
is wrhat wo must endeavour to promote in the 
interests of all countries. 

15.080. That is, it would boa mistake in the general 
interests of all countries? — Yes. 

15.081. I understood that that was really your mean- 
ing, hut 1 wanted to make it clear. Then you em- 
phasise the need for gold in oertain other parts of 
the world — in Central and Eastern Europo — and you 
say that gold is needed in all of those countries to 
permit credit expansion, to lower interest chargee, 
and to stimulate a revival of trade and industry. 
Gould you amplify that by telling us what in your 
opinion woukl be the effect of making it more difficult 
for those countries to obtain gold? — It would retard 
their recovery. All through Central and Eastern 


Europo interest rates are very high as judged by 
all the standards of the past. Ten and 12 per 
cent., and even higher than that, are common rates 
of interest. Such rates signify a greater scarcity 
of liquid cupital, and a very pressing demand for 
it. Undoubtedly business is being retarded and in- 
dustry is being held in check by such interest rates 
and by the inability to obtain capital. It is evident 
that in a situation like that only the very best 
lmrrowers are going to be accommodated at all. 
There are great numbers of would-be borrowers who 
aro practically unable to obtain accommodation, 
which means a restriction upon business and upon 
industry which is retarding development and lower- 
ing the consumption of those peoples. It is reducing 
tho consumption of goods which all the world is 
wanting to sell, and it illustrates the fundamental 
difficulty, as I see it, in the world to-day. All 
countries are complaining of inability to sell their 
products at remunerative prices. The fundamental 
reason is that the consumption of the world is 
below normal. 

15,082. Then we pick up the interesting figure, 
in paragraph 10, that the United States lost 
about 134 million dollars during the year 1925. 
Then we pass on to a most illuminating passage 
in paragraph 17, whero you say : 41 It is a 

mistake to suppose that the United States lnus any 
considerable excess of gold reserves at this time. 
At tho present price level, and with tho present 
volume of credit outstanding, the reserves of the 
United States are no greater than the financial 
authorities of the country deem reasonable, con- 
servative and desirable.” Then you point out that 
in July, 1914, the gold holdings of the Treasury and 
luniks equalled about 7 per cent, of the aggregato 
amount of credit currency in circulation, together 
with the not individual deposit* of tho bunks, and 
you add that at this time they do not exceed 8 per 
cent. Nov, the state of affairs which you emphasise 
there is so much in contradiction of what, in view 
of your statement, I inay call the popular rumour 
or superstition as regards tho gold holding in tho 
United States, that I wonder if you could amplify it 
a little and explain to us how it is that it has 
come to be supposed that thero is a great excess 
of nn needed gold in the United States if, ns it 
appears front your evidence, that is not at all the 
case? — It is true that the United States has received 
very large quantities of gold since tho outbreak 
of the war— approximately twp and a-half billion 
dollars, or, say, 500 millions sterling; but the out- 
standing credits and liabilities of tho banks have 
increased in corresponding degreo. The figures 
given include the Government reserves against its 
outstanding currency, and the reserves of the 
Federal reserve hanks against their own liabilities, 
ami it should ho understood that the last-named 
reserves also serve os the reserves of what are called 
tho member banks— the individual banks of the 
country which, in fact, do the general banking busi- 
ness of tho country. If you take the amount of 
gold in tho reserve banks alone as compared 
with tho outstanding Notes of the reserve 
banks and the deposits of tho individual banks 
(all of whom look to the reservo banks for 
their cash reserves) you will have a per- 
centage considerably loss than that 8 per cent.- I 
think less than 6 per cent. I have stated here tho 
reason why 1 think that those are moderate reserves 
for a country like tho United States, spread over as 
much territory ns it is, and with tlie character of 
the hanking system which we have. We have great 
numbers of individual banking institutions having 
just one office, and that only in the community in 
which tho bank is located. They are not as a rule 
run by trained hankers. They are run generally by 
men who are usually good judges of credit risks in 
their communities, but they are not trained in the 
science of banking. Prior to the establishment of 
tfce Federal reserve system there was a very groat 
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want of organisation and unity in tho banking 
system. The Federal reserve banks were established 
and the reserves were taken largely out of these in- • 
dividual banks and put into the reserve banks in 
order that there might be more eohesion and 
organisation — more leadership and management— -to 
the system; but it must he considered that all these 
30,000 individual hanks to-day have practically no 
cash except what they need for till money, and that 
their reserves have been put into the reserve hanks. 
So that the hitter are the dependence of all the 
banks of the country in the matter of cash reserves. 

15.083. From those considerations you arrive at 
tho conclusion, expressed in a subsequent paragraph, 
that in the opinion of yourself and other high 
authorities the present reserves in the United States 
aro not excessive? -We do not regard them so. It 
must bo considered also that the volume of business 
is increasing in the United States from year to year. 

15.084. That being so, it would follow thut it would 
bo an illusion to suppose that to such authorities as 
yourself the export of gold from the United Status 
would ho welcome P— It would not ho welcome. I 
would not say that we would lie unable to spare any. 
Of course we want some margin that can be spared 
if need be, but we do not want to spare it unless 
there is a real demand and genuine necessity for 
it somewhere, and where it is going to help the 
general world situation. We did spare 100 million 
dollars to (Germany for the reconstruction of the 
monetary system of Germany. That was carrying 
out what is known as the Dawes plan which the 
United States had some part in formulating, and 
upon the general theory that the establishment of 
Germany upon a sound monetary basis was important 
to the whole world. 

15.085. You do not consider it a natural policy for 
tho United Slates, to force gold away? Not at all. 

15.086. For any purpose?— Not at all. 

15.087. In other words you would not be glad to 
get rid of it? — Whatever gold got?s out will go out 
of the reserves of the reserve hanks. That is prac- 
tically the only place where gold is to be had, and 
if withdrawn from there the effective hanking 
reserves of the country will be reduced to that extent, 
unless we reduce our credits to correspond, which we 
would not want to do. 

15.088. You were good enough in your memoran- 
dum to give consideration to a certain outlined pro- 
posal for a gold currency in India. You say at the 
outset that you do n^t fool that you have a sufficient 
knowledge of conditions in Tndia to express an inde- 
pendent opinion on the amount of gold required or 
the amount of silver that would have to lie taken from 
the public and disposed of, but that you are proceed- 
ing in your subsequent analysis simply upon the 
basis of the figures submitted to you in that scheme, 
without expressing yourself- any judgment as to 
whether they can he supported or not. You say 
in paragraph 23 that you are of opinion that the 
plan will subject tho financial world to a strain which 
ought to he avoided. You are dealing there with 
the provision of an additional supply of gold?— Yes. 

15.089. You point out a little lower down that tho 
financial world is so closely related that wherever 
the loan is placed, nr tho gold obtnined, the effects 
would be felt in all countries. You mean that the 
Kold supply of the world is so generalised, as I under- 
stand it, that you cannot take a bucketful out of 
the pool in one place without reducing the general 
level all over? — You cannot. 

16.090. Then you proceed in paragraph 27 to 
say that you do not believe that a gold circulation » 
essential to the maintenance of a gold standard in 
India with all the benefits that go with a gold 
standard anywhere, and you add, ‘‘The essential 
thing is that the currency in circulation, and which 
the people reoeive in payment for wages and pro- 
ducts, shall have a stable relation to gold and be 
readily convertible into gold for all the foreign pay- 
outs they wish to make. 11 Further you say, “ In 


all the advanced countries the trend is away from 
tho uno of gold »is a common medium of exchange/ ' 
and hi ter on you state, “I do not believe the 
countries of Kuropo ever will go back to the common 
use of coins/* and finally you say, “ A gold coin lias 
become a rarity in any part of the United Staten. M 
Would you assist us, Mr. Huberts, by telling us some- 
tiling, from the point of view of instructed American 
public opinion, on tho question of gold circulation? 
Ik it looked upon in the United States as a thing desir- 
able in itself— us a thing that the American people 
would like to have; 1 mean to have gold coin actually 
in circulation?- it is not. We have got clear away 
from tbc idea that it is any more desirable to have 
a payment in our domestic trade in gold coin than 
in auy other of our forms of money, in fact nobody 
wants it. It is not so convenient ns our other 
methods of payment. Our thought about it is that 
tho modern business world has really progressed 
beyond it. After all, we think that gold is a modified 
form of barter, and with the growth of modern busi- 
ness we have developed through our hanking system 
much more economical methods of accomplishing pay- 
ments. 'Vhe great hulk of our payments are nceom- 
plished through the batiks and the elearitig houses 
by a system of offsets. Cheques and drafts meet 
every day in the clearing houses, and the settle- 
ments between different parts of the country are 
accomplished in that way. In a similar manner tho 
cheques which are, drawn on the different banks in 
the same city meet in the clearing house and offset 
and settlo themselves. We have got into the habit 
of doing all nur business without the use of gold 
itself, although wo recogniso gold as the basis of tho 
entire syst<Mii and of settlements between countries. 
We regard it as a costly medium of exchange. Wo 
think a token currency or a paper currency is more 
economical. We would he wanting a great deal 
more gold than we have got today in tho United 
States if it was a common medium of payment** in 
retail trade. 

15.091. Tho average American citizen does not 
fuel that there is anything undignified in having a 
circulation whHi is not actually gold? They will 
push gold hack if you attempt to give it to them - 
not icoauso they have any idea of discrediting it, 
but because it is heavy in the pockets. They would 
rather have paper money. 

15.092. In fact, are there any localities in which, 
or any conditions under which, there is an active 
circulation of gold in the United States? — I think not 
now. Down to the late war they did use gold in 
California. The Pacific coast was the main gold- 
producing region of the country for many years. 
When the Government suspended specie payments 
during the Civil War they were not suspended on the 
Pacific coast. That section was isolated in a way 
from the rest of the country. There was no railroad 
connecting tho Pacific and the Atlantic coasts at that 
timo. 'Hie Pacific coast States and territories were a 
community to themselves, and they never did adopt 
the paper currency us a medium of exchange, but 
continued to use gold during that period. Ou tho 
other hand, during that time all the Eastern section 
of the country got out of the way of using coin and 
never wanted it again, hub the Pacific coast used 
gold coin to a considerable extent, although in 
diminishing quantities until recently. 

15.093. After rather a close examination of Indian 
conditions you arrive at the conclusion, as I under- 
stand it, that the real line of attack in India should 
he tho development of hanking facilities? — Yes, I feel 
that very strongly. 

15,091. And that this should take precedence over 
an increase of facilities for the widespread distribu- 
tion of gold coin? — Yes. 

15.095. Tho eml you are seeking to bring about is 
an increase of investing and depositing habits in 
India, is it not? -That is so. 

15.096. And if you can do that without distributing 
gold coir, then you have achioved your purpose 
without an intermediate period of aacrifioe?— -Yea. 
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and at this time I think the gold will sc rve a hotter 
purport* mi the bank reserves than it will in being 
passed round from hand to hand or kept in private 
pockets. 

15,097. Then there is a weighty sentence in your 
memorandum whero you say that you are impressed 
with the fact that in the present situation the 
problem of restoring the world to the gold basis is 
dependent for success largely upon India, and you 
add, *■ I am suro that success will serve the interests 
of India as well as those of the other countries.” Ho T 
lake it to bo your conclusion that this question of 
the supply of gold for India may have a decisive 
effect upon tho future of the return to the general 
gold basis in Europe and in the civilised world? — 1 
think it is the most important factor in -the situation 
to-day. Tn looking forward to the task of providing 
European countries with the gold they need in order 
to stabilise their eurreneies, the eh inf danger which 
I apprehend is tbo large demand from Tndin. The 
demands from India are large any way. They are 
hound to ho vory considerable, T take it, whatever 
tho currency system is there, because India has 
always taken a great deal. I should think it most 
unfortunate if Tndia at this time were to increase 
her takings of gold. 

15.098. It is your opinion that it is in tho interests 
of India to co-ordinate her requirements for gold with 
the general position us regards gold in the rest of the 
world, and that it is in the interests of India for her 
not to disregard the general situation ns regards the 
supply of gold? The words I am stressing and 
emphasising in my question are lt in tho interests of 
India”? -I thoroughly believe that the business of 
the world* is so closely knit together nowadays that 
business depression anywhere, or any condition which 
affects the pros]>erity of largo bodies of people any- 
where in the world and which reduces their pur- 
chasing power, will he felt in every country. Tndia 
has largo exports of commodities which enter into 
Ihe industries of other countries and which inevitably 
are affected in price by flic condition of the industries 
of other countries — whether they are able to run full 
time or only half-time. All that at last comes hack 
on to tin' purchasing power of all tho peoples. I 
think wo must all try to work for the support of this 
general world organisation. That is the thought we 
have in the? United Slates and which we are trying 
to bring our owe people te see. At any rate, tho 
institution with which I am connected holds that 
view, and we endeavour to spread that doctrine 
among onr own people, namely, that we must co- 
ordinate our national policies to the policies which, 
in the general way, are necessary to the prosperity 
of tho world, and also that we ourselves, in tho long 
run, will prosper by so doing. 

15.099. Then wo dome to that part of your memo- 
randum which deals with silver. If you will pardon 
my saying so, I find that the argument hero is so 
closely knit and so full of matter that it 
is almost impossible to select any Ririglo point 
which requires any further elucidation. Might 
| ask you, therefore, if you will ho so good, 
just to toll us n little more with regard to 
what I may call tho reaction which a proposal for 
a sale of silver by India (such ns that appearing in 
the memorandum which you have had put into your 
hands) would have upon the United States. You 
say, for instance, that this will be regarded in the 
United States, and also in other producing countries, 
as a very disturbing proposal, and in a subsequent 
passage you aay, ,f It goes without Baying that the 
silver producing industry will hear of this proposal 
with dismay.” Further, you point out tho reaction 
of the proposal upon tho producers of other countries, 
and so on. Can you explain that a little further 
by telling m first of all whether, in your opinion, 
those apprehensions which will be felt, and that dis- 
may to which you refer, would be justified from the 
point of view of the silver and base metal producers? 
— It is a fact of record that for a long time India 
has been the chief final market for silver. It takes 


approximately one-third of the world's production. 
It could not be other than disturbing to silver pro- 
• ducers to learn that India was contemplating a 
change in her monetary system under which she 
would offer for salo as bullion an amount of silver 
coin estimated at 087, 000, 000 ounces. That is equal 
to nearly three years’ world production. Such action 
certainly would be demoralising to the market, at 
least, while the sales continued. I am myself unable 
to see whore any new or increased consumption could 
l>e found to take the surplus wbicli would exist. I 
doubt that any moderate decline in price would 
increase consumption outside of India to that extent. 
Therefore, l am strongly inclined to the opinion that 
the calculation upon which the plan sooinB to 
be based, to wit, that the Bales could be made 
at not less than 24 pence per ounce, would bo found 
to bo erroneous. I believe that under the circum- 
stances the price would go lower— -quite possibly much 
lower. I have explained in my preliminary state- 
ment that silver has boon a subject of political 
agitation in tho Unitod States, and that public senti- 
ment is sensitive upon it. I have illustrated the way 
sentiment reacts to it by the action of the Congress 
in tho ense of the Pittman Act. Wo had a great 
store of silver dollars in the Treasury which were 
practically of no use. They were represontod in cir- 
culation hy silver certificates, but the certificates 
were not regarded as dependent alone on their silver 
hacking ; they wore a charge on the gold reserves in 
fact. Of course, the silver depreciated in value. 
There did not seem to he any way to realise whatever 
value it did have, until along came this enormous 
demand for silver for settlements with India in 
1917-18, and a proposal was made to allow this silver 
to he sold for that purpose. At first sight it looked 
like a windfall for the United states Treasuiy, as a 
means hy which it might realise upon all this unavail- 
able silver at its original cost. A Bill was introduced 
to permit the sale, but it did not get verj far before 
it developed that there was no prospect of it passing 
without an amendment to tho effort that tho 
Government should repurchase all of this silver if 
it ever fell as low as one dollar an otineo and ro-eoin 
and restore tho stock in tho Treasury. Tho silver 
producing industry was active in that movement. It 
gave leadership and voice to it, hut, after all, I do not 
think that Congress would have been moved by the 
plea of the silver producers alono. The old senti- 
ment which had always opposed the movement of the 
United States sway from silver weighed against the 
Bill and helped to carry the amendment to which I 
have referred, eo that the Government has since 
repurchased all of the silver that was sold at that 
time. I refer to that simply as illustrating the senti- 
ment which has been behind the silver producer. 

15,100. Ts that at all a regional sentiment P — It is, 
in a degree. Silver is produced throughout all our 
mountain States— our Western States along the 
Rocky Mountain Chain. It affects many States, and 
under our system of Government, as you doubtloss 
know, the States are all upon an equality in thoir 
representation in the United States Senate. For 
instance, tho State of Nevada, which has less than 
100,000 inhabitants, and which is a silver-producing 
State, has the same vote in the United States Senate 
as has tho State of New York. Thus the silver-pro- 
ducing interests are especially strong by reason of 
their, distribution over a considerable number of 
States with small populations. The most important 
feature of this op|>osition, however, arises from the 
fact that silver production is identified with nearly 
all our metal-mining operations, with the production 
of silver and copper; and anything which strikes a 
blow at the srilvor-producing interests is regarded with 
eqiiAl apprehension by the lead, copper and lino 
interests. So that altogether at involves a large 
amount of capital, the prosperity of very important 
industries, the employment of many people and the 
well-being of important communities. When I 
received the invitation to appear before this Com- 
mission I happened to be in Paris, and met over 
there the President of the Anaconda Copper Cbm- 
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pany, which is the largest silver mine in the United 
States, although it is known us a copper mine. I 
asked him something about tho relationship of his 
silver production to his operations- how important 
tho price of silver was to the operations of his busi- 
ness. He replied : “ Silver furnishes us all our 
profits and bears a part of our expense. Naturally 
it is a very important factor in our business.” 

15.101. “ Furnishes all our profits ”?- -All tho 
profits and a part of the cost. That is to say, it is 
a by-product of their business, which itself is pro- 
duced at very slight additional cost, and they roly 
upon it for the profits of tlioir business. The 
Anaconda Copper Company .is the largest mining 
enterprise in the United States, employing a very 
large number of people. I would not undertake to 
say how many, as I have not looked it up, but I 
should think not less than 25, (XX) workmen are em- 
ployed by it. I know that the case of the Anaconda 
Copper Company illustrates tho situation of most 
mines producing lead and copper in the United 
States. I could name a number of other copper and 
lead mines, famous the world over, which are largo 
producers of silver, for instance, the Broken Hill 
Company of Australia, the Burma Corporation of 
India, the Cerro de Pasco Mining Company of Peru 
(which is the largest silver producer in the world, but 
fto main revenue is from copper), and the Mexican 
Corporation, a British Corporation here in London 
which is operating mi ties in Mexico. I mention 
those to show that this situation does not exist in 
the United States alone, but >is common to the silver- 
producing industry the world over. 

15.102. In view of the action that was taken by 
the United States Government to assist the British 
and Indian Governments with silver under the 
Pittman Act, in what way do you think a proposal 
of this nature to sell silver would bo looked upon?— 
I do not think that 1 would want to base tho senti- 
ment upon what the United States did in that emer- 
gency. I do not think that that would he the factor 
of chief importance in it. I think the whole proposi- 
tion would be viewed with very deep concern in the 
Unitod States as something seriously affecting one 
of the important industries of the country. 

15.103. I gather from you that if it came to the 
point of India needing to raise credits in the United 
States in order to carry out a scheme which would 
involve this manner of dealing with silver, whoever 
was concerned to give credit would have seriously 
to consider this matter of public opinion on the 
silver question to which you have referred ? —No loan 
could bo floated in the United States for a foreign 
country, or fer use abroad (particularly if it was to 
be taken in gold) without the approval and the co- 
operation of the Federal Reserve Bunks because that 
is where our gold is held. The Member Banks hav*» 
neither the reserves nor the spare credit to hand!* 
such a loan without going to the Federal Reserve 
Banks for co-operation. Their funds are freely 
employed. If they were going to participate in such 
a loan they would need to borrow from the Federal 
Reserve Banks end arrange with them to supply tho 
gold. Therefore I say that such a proposition must 
first have the approval of the Federal Reserve 
authorities. Then again while the United States 
Government has really no authority at law to forbid 
citisens of the United States from lending money 
abroad, as a matter of public policy it roquestg tho 
Bankers not to participate in foreign loans, or offer 
them to the public, without first submitting them 
to the Government for approval. No foreign loans 
»re offered without first being submitted to the 
Government for approval, and the Government has 
laid down the general rulo that such loans at this 
time must be for reconstruction purposos. They 
must he of a character which class them a & calcu- 
lated to promote the general recovery of industry 
over Hie world. It ia recognised that Europe is 
very short of capital, and no objections are made 
to loans in Europe which are clearly for reconstruc- 
tive purposes, the stabilisation of currencies being 


in that class. I might mention several loans which 
have been disapproved of by the Government and 
which the re for o have not been offered in the Unitod 
States. There wus, for instance, what was known 
ns tho Potash Loan, the proceeds to be used in 
Germany, which appeared to ho largely for tho pur- 
pose of effecting a combination of potash producers, 
and was deemed objectionable because it wsis thought 
that such a combination would not be in the interests 
of tho potash consumers of the Unitod States. On 
the whole, tho loan was one which did not meet with 
the approval of tho United States Government, nnd 
tho hankers of New York did not participate in it. 
Another was tho Ouffoe lsmn to Brazil, in which tho 
Bankers of New York were offered participation. 
That loan was avowedly for tho purpose of stabili- 
sing the price of coffee. Our Government took up the 
position that this was not a loan in which the people 
of the United States were interested or which could 
come under the general class of reconstruction loans, 
and it was disapproved of and was not offered in the 
United States. I think you would have to consider 
that a louii to carry out this plan would meet w'ith 
vigorous opposition, certainly from the silver-pro- 
ducing interests, and opposed by no little public 
sentiment. 

15.104. It would be opposed by public sentimont? 

To a considerable degree, yes, and by influences 

which have always been strong in the United States. 
I would not undertake to anticipate the action of 
tho Government; I do not think it would be proper 
for me to do that, hut I think you w r ould have to 
count upon opposition. 

15.105. (Sir Hnjvndnnwth Mookvrjec.) You say in 
paragraph IG : ” Even if sales by India abroad he left 
out of the account .... it is difficult to see how the 
current production of silver could lie disposed of 
outside of India.” Knowing the history of the 
currency difficulties in India, you cannot expect her 
to take more silver than she has been taking; 
rather one can go further and say she will not buy 
any more silver now but will do her best in future 
to keep out of the silver market. If that is so 
whero and how will you dispose of tho current pro- 
duction of silver? — In case India does not buy silver 
a large amount of silver will become unsaleable- 

15.106. So the menace to the silver market would 
still exist if India does not come into the market 
for silver? — \ T ea; it will exist if India ceases to bo a 
buyer of silver. I am assuming that under this 
proposal to sell 087 million ounces, India would 
practically cease to be a buyer of silver for some 
time, and perhaps lie a seller. In that event 1 do 
not see bow the present silver production of the 
world could lw absorbed; I cannot see where there 
would be an outlet for it. In that event I think 
tho silver would pile up on the market and the 
price would fall until production was curtailed to 
the amount that could he consumed; And I do not 
see how r that would occur without affecting these 
mines which are producing copper and load in con- 
nection with silver. Therefore I tako it that not 
merely the silver-producing industry but also almost 
the entire metal mining industry would he affected, 
which very much broadens the scope of the influence. 
Furthermore,! I doubt that under the conditions 
India will be able to realise the price for silver 
which seems to bo contemplated. Thoso are th« 
points I wish to make. 

15.107. You say in your memorandum that the 
problem of restoring tho world to a gold basis is 
dependent for success largely upon India. Will you 
kindly enlarge this us to why it should he so?— As 
I said a moment ago, the takingB of gold by India 
are large in any event and are likely to continue to 
be large. The chief danger to the efforts to bring 
the world back to a gold basis is the amount of gold 
which is being taken by India. It is large at best, 
and we expect it to oontinue to be large because it 
Always has been; but if India in addition to that 
is going to want 250 million dollars in the first year 
of this plan, over and above its ordinary and usual 
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takings, then I think the whole plan and effort to 
bring the world back to a gold basis will be im- 
perilled. Therefore I think it depends largely upon 
India whether we arc going to he successful or not. 

15.1 08. ( Sir Maneckji Vaftabhoy.) In answer to 
the Chairman you laid stress on all the countries of 
the world practising economies in the matter of their 
resources of goldP — Yes. 

15.109. And you suggested as one means of bring- 
ing about thoso economies that there should be co- 
operation between the central banks of the world in 
the matter of reducing shipment* of gold. That co- 
operation betwoen .the central banks of the world 
mAy bn on ideal, but is it practical politics in the 
existing state of affairs with trade rivalry, and the 
desire of each country to secure for itself a larger 
share of business ? — I recognise there are difficulties 
about it, but, as with all other international diffi- 
culties, I think wo must endeavour to approach the 
matter in a spirit of co-operation, nncl endeavour to 
do what will serve the general interests best. 
Although there is competition there arc matters in 
which oo-operation is mutually advantageous. I 
think all countries will benefit from the general re- 
establishment of the gold standard. 

15.110. But up to now there have been no indica- 
tions of such co-o))eration on the part of the central 
hanks of Europe, have there? — Conditions in Europe 
have boon. very unsettled, and under tho circum- 
stances co-operation necessarily has been limited. 
These hanking institutions cannot undertake serious 
risks. I do not suggest that kind of co-operation. 
The Federal Reserve Bank of New York, however, 
has arranged credits in several instances for contrnl 
banks in Europe in order to enable them to draw 
without shipping gold, notably upon the occasion of 
resumption hy the Bank of England. 1 think there 
is a disposition among .the banks to co-opera to as 
may he practicable. Governor Strong, of tho Federal 
Reserve Bank of New York, I understand, will follow 
me, and he can answer those questions really inure 
authoritatively than I can. 

15.111. You know that India has got a largo 
balance of trade in her favour? — Yes. 

15.112. She would tie justified in demanding in pay- 
ment of her net balances of trado shipments of gold, 
would she not?- -Yon. 

15.113. Could you possibly refuse that demand of 
India on moral or equitable grounds? — 1 do not know 
how it could he refused, hut if you develop your 
banking facilities in India, and the gold goes into the 
banks’ reserves, perhaps those hanks can assist some- 
what in the financing of world trade, ns other 
reserve banks do. If the habit of making invest- 
ments in securities is developed in India, 1 should 
think that perhaps they might take securities at times 
instant! of gold, in the same way as between Loudon 
and New York there is a constant movement of 
securities backwards and forwards which minimises 
movements of gold. 

15.114. What securities P --^Government securities; 
and there is an increasing number of Corporations of 
world-wide reputation which have well-established 
credit in all markets. 

15.115. In othor words, in your opinion India 
should invest her favourable balances in foreign loans. 
It comes to that, does it not? — I think it would he 
better policy to do that than simply to hoard tho 
gold. 1 would not say that it would not be better 
for India to develop her own corporations and lior 
own industries and issue her own securities, and nil 
that would involve the use of this gold in some way, 
and, under such circumstances, in. the long run, Judin 
I think will come into the position of these other 
countries where trade offsets itself to a great extent, 
and that while gold may go one way in one year it 
will go back in another year. I would like to see 
India come into the general concert and family of 
nations, as I think she would if sho developed her 
banking facilities and the investment habit of the 
people. 

15.116. That needs a standard of education among 
the masses P—Yee. 


15.117. Which is a very slow process in IndiaP — 
Yes. So far as trade balances are concerned, I think 
India must be paid in some way to her satisfaction. 

15.118. And she would be entitled to demand goldP 
—Yes. I do not see how you are going to buy things 
from people unlees you give them something that they 
want. 

15.119. I have been very much impressed with 
your excellent memorandum in many ways, but I 
was a little staggered on hearing the statement which 
you made in answer to the Chairman regarding the 
potentialities for a gold supply in America. I 
gathered that you BAid there is not a large reserve 
which America could Bafely part with?— Well, 1 
would not say we are down to tho laBt dollar of 
reserve which we could spare; T would say that 
we just have a reasonable margin on which to go. 

15.120. But it is a well-known fact that during 
the war aiul after the war America accumulated 
enormous reserves of gold ?— Yes. Our gold reserve 
has littlo more than doubled, and our hank deposits 
have risen from 18 billion dollarg to 47 billion dollars 
in the same timo. 

15.121. In this period? -Between 1913 and 1925. 

15.122. That includes the reserves of the Federal 
hanks also, does it?— The deposits rose from 18 
billion dollars to 47 billion dollars. That does not 
include the deposits in the reserve hanks, because 
that would he duplication. I am talking about the 
original sources of deposits. 1 do not include hank 
deposits at all. If ono hank has a deposit in another 
hank, T do not include it, because that is duplication. 

15.123. Then the general impression which prevails 
that America has two-thirdH of tho world's gold is 
erroneous, is it? — It is erroneous that it has two- 
thirds. The reserves of the United State* are, 
approximately, four billion dollars, and of tho world 
very close to 10 billion dollars. That is about 40 per 
cent. The total stock of money in the United States, 
of all kinds, in 1913 consisted of 50 per cent, gold 
nnd tho rest other forms of inonoy. In 1915 the 
percentage was 51 per cent, gold and 49 per cent, 
other kinds of money. That is the stoek of nil kinds 
of lawful nionoy. 1 have already told you how tho 
hank deposits of the country have increased in the 
meantime. In other words, the gross charge upon 
our gold reserves has increased in proportion to the 
increase in the gold reserves. To-day there is no 
additional lending power jn tho hanks of tho United 
States except as they go to the reserve hank* and 
draw down their percentage of reserves. The whole 
theory of our reserve hanks is that there shall bo 
something in reserve there; that we shall not employ 
their resources all the timo. 

15.124. What effect do thoso largo reserves in 
your various branches, and thoso large accumulations 
of gold, have on the internal prices of commodities 
in America? — Tho price level is a littlo higher in 
the United States than it is in Great Britain and 
in Europe at this time. That is because prices here 
have fallen in tho lABt year. About a year ago, I 
think, the price levels were about the same in the 
United States and Great Britain, lint in the last 
year they Have fallen here and have remained 
constant over there. 

15.125. Is not that an embarrassing circumstance? 
It may affect our trade eventually, and it may 

force a lower level of prices there. 

15.126. So, after all, the possession of such a 
large accumulation of gold is not an unmixed 
blessing P — Qui to so, but it is a very unpopular more 
to restrict credits and reduce prices as a policy. 

15.127. Whon was this new rule introduced in 
America saying that loans of gold should only 6e 
made for reconstructive purposes?— You understand 
that I am talking about foreign loans? 

15.128. Yes?— The United States practically entered 
the foreign loan field after the War, and this rulo 
has boon in force during all that time. 

1 15,129. You stated in answer to the Chairman that 
America lent 100 million dollars to Germany ?— Yes. 
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16.130. If India wanted 50 millions worth of gold 
in a couple of years 1 time, would it bo a drain on 
America if India is shown the same generosity ns 
America showed to Germany ? — I do not think that 
India is in quite the need of help in which Germany 
was. Germany was in a very desperate situation. 
She had no currency system at all. She was flat on 
her back, and Germany in the heart of Europe is 
an essential part of the whole European situation. 
The United Stntes participated, in an unofficial way 
it is true, but nevertheless she had some part in the 
development of the Dawes PI An which includes this 
reconstruction of the German monetary system. 
These are special reasons why the United States 
should bo interested in that German loan. 

15.131. But you have laid great stress on co-opera- 
tion between all the central banks of tho world. 
Would it be unreasonable for India to expect that 
co-operation from the central bank of America? — 
I certainly think that Tndia would have the same 
claim to co-operation if she could demonstrate that 
her plan was necessary to her prosperity und in tho 
general interests. Certainly I think that then the 
claims of India would ho entitled to respect, and 
would havo a hearing; but I think that this plan 
as it is outlined here is not calculated to enlist 
sympathetic co-operation in tho United States cer- 
tainly the silver part of it. 

15,1.32. (Sir Henry Slrakosch .) Referring to your 
most interesting statement that tho gold cover to 
secure your structure of credit in America now is 
at the rate of 8 per cent., whereas before the war 
it was at the ratn of 7 per cent.? — That is right. 

15.133. I wonder whether yon would agree that 
that arises to a large extent from the fact that the 
purchasing power of gold Iiah decreased since 1913? — 
Certainly. The general rise of prices has made it 
necessary to employ more money— more credit in 
conducting even the same physical volume of busi- 
ness. 

15.134. If the same volume of business were done 
to-day it would need something in the neighbour- 
hood of 60 per cent, more gold to give that structure 
of credit tho same base as before the war P— That is 
true. 

15.135. 11 has been suggested to us by one or two 
witnesses that, having regard to thn great holding 
of gold in the United States and the fact that the 
United States is the most important creditor and 
can claim tho repayment of debt in the form of 
gold, it would ho in the interests of the United 
States to appreciate gold so as to improve her posi- 
tion as a creditor and as a holder of gold. Is there 
any important body of opinion in America which 
would support such an idea? - There is not. I think 
that the general business interests of the country — - 
the industrial interests would he opposed to any 
such theory, and that thoy are far more influential 
than the mere theoretical consideration that we 
would gain as a creditor nation. The employment 
of our people, the matter of keeping our industries 
going and trade flowing freely is the dominant con- 
sideration, and any general effort to depress prices 
would bring business depression in tho United States. 
We might easily loso an amount equal to all tho 
debts we have coming to us if wo demoralised our 
industries. 

16.136. Her primary interest, thorefore, is to 
maintain the level of prices of the present day? — 
Yes-— stability. 

15.137. And if she maintains the presont level of 
prices then there would be no redundant gold, or 
little redundant gold, in the United States, unless 
the structure of credit were reduced, which reduc- 
tion would again react upon the level of prices P — 
Yes. 

15.138. Therefore am I correct in saying that you 
believe that the amount of gold in the United States 
is no more than she wants, and is not likely to be 
decreased because the policy will be followed of main- 


taining prices stable at the present level P— That is 
my view. 

15.139. Your reference to the development of bank- 
ing in your memorandum oncouruges mo to Ask 
you one or two questions about that. Would you 
please give the Commission your view's os to the 
benefits or otherwise which have accrued to the 
United Stntes by the introduction of tho Federal 
reserve system, us compared with tho systoin which 
was in operation in tho United States before the 
war? — It has given a far greater stability to the 
banking situation in the United States. Before 
the war we lmd no elasticity in our currency, for one 
thing. Gold w r as about the only eloineiit subject 
to change. [f we needed an additional amount of 
currency, we had to bring it in from London. We 
had a certain amount of .silver currency and of paper 
based upon silver. Wo had a certain amount of 
United States Notes ‘Government currency outstand- 
ing, which was a fixed amount, always the same. We 
had National Bank Note's — another form of currency. 
You will observe that w'e have a vory complicated 
syvitein of currency in the United States, which wo 
are not proud of, Imt the volume of National Bunk 
Notes was practically a fixed amount. The National 
Bank Notes were secured by the deposit of Govern- 
ment bonds with the Treasury of the United States; 
and in as much ns practically all tlie bonds ou tela tid- 
ing were up as security all of tho time, there was no 
elasticity in that currency. Wo had a practically 
fixed amount of currency, and w'o had a season of 
stringency every fall at the tiino of the crop moving 
season, and at times this developed into hank panics. 
We hail a number of occasions when there was a 
general suspension of bank payments over tho 
country, simply for want of cash. Now these 
Federal Reserve Banks have the power of note issue. 
They are able to vary the volume of currency to suit 
tho seasonal fluctuations of demand, and the result 
is the former periods of such stringency have dis- 
appeared, as each individual bank has behind it the 
resources of the Reserve Bank. Tt has inspired con- 
fidence throughout the country in the local hanks 
to a much greater degree limn existed heforo. It 
tends to reduce tho danger of any thing like hanking 
panics. 

15.140. Would you regard that system as a far 
safer one in case of any banking trouble? Yes. 

15.141. What would be your view' if in 1907 
there find been a federal reserve system in operation 
in the United States? Would you nay that tho 
effects of the crisis would have been anywhere near 
as great as they were under tho old system? — Wo 
would have had no such crisis at all. 

15.142. You would not lmvo had it at all? — There 
was nothing in the general business situation really to 
bring about such a crisis as that. It w r us a scare. 
Certain prominent operators in Now York City 
became involved in trouble, and through them certain 
banks became involved, and then tho country banka 
which kept balances in New York began to withdraw 
thorn. They read in tho papers that thero was a 
panic, ami that there were bank runs on in Now 
York, and they began to withdraw their balances. 
It very quickly spread all over the country. 1 was 
in Chicago at that tiino; 1 was president of a bank 
in Chicago. Wo got w r ord that tho clearing house in 
New York City hud determined to suspend cash pay- 
ments the following day, and w r o immediately got 
into communication with the clearing housos at St. 
Louis, St. Paul, Minneapolis, Kiiiihus City, and other 
places, with tho result that practically an agreement 
was reached to suspend cash payments tho following 
day all over the United Stutes, simply to conserve) 
cash. We expected that there w'ould be runs on us. 
If the country banks could not withdraw their money 
from New York City, they would naturally turn to 
Chicago, where many of them had funds. That would 
be the next point to be drawn on, and we determined 
that it was uaeless for us to attempt to pay if we were 
going to be drawn upon, not only for their normal 
demands on us, but also for tho demands which would 
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have otherwise gone to New York. We notified St. 
Louis, and they said, “ If New York and Chicago 
are going to close, St. Louis can never Rtand up,” and 
so it spread throughout the country. 

15.143. Was that state of things due, do you 
think, to tho fact that each bank held its own 
reserves P— -Yes. 

15.144. Without the power of recourse to a central 
institution P — Yes. 

15.145. If there had been a central institution 
which had held the reserves of the banks, and which 
was in a position to expand the currency according 
to law, such a thing could not have happened? — 
That is true, yes. It is a good deal like providing 
a water supply for a city as a defence against fire. 
If every house has to depend upon its own well or 
its own cistern you are not in n very good position 
to fight a fire. 

15,140. Ho you regard it as of supreme import- 
ance that the reserves of the country should l>e 
centralised ? — Yes. 

15.147. And that this central institution should bo 
endowinl with tho solo right of note issue? — Yes. 

15.148. Tho nrgu incut has been put forward that 
India hud not sufficiently advanced in its banking 
organisation to justify the establishment of a central 
bank, and that the central banking system in 
America had IxHxmio necessary because of tho great 
.number of banks operating in that country. What 
would you say to that {proposition? — You certainly 
have a considerable iiuiiilier of hanking institutions 
in India and in different parts of tho country, and 
if you spread the demand over the whole country— 
that is, if you had a central institution to which 
any part of the country could apply for aid, and 
that central institution drew its resources in some 
degree from the entire country and was also en- 
dowed with the power of note issue so that it oould 
supply currency in tho denominations that were 
wanted --you would certainly be in a very much 
strongei position than if each locality had to support 
itself, and do|>cnd on its own resources. 

15.149. I have one other question on this central 
banking problem. Do the Federal Resorve Banks 
carry on ordinary commercial hanking business P — 
They do not. 

15.150. They do not? — They do not. 

15.151. Would you regard it as desirable that the 
central bank should carry on the ordinary everyday 
commercial banking business P I should think not. 
It brings them into competition with the other hanks 
of the country. 'Chore is only one argument for it 
which is of some consequence, and that is that in 
order to exercise a desirable degree of control over 
the money market it is necessary that the central 
bank shall ho in the market to a certain extent. 
That, however, is accomplished with us hy giving 
the banks authority to conduct what is called open- 
market operations. They do not receive deposits 
from any except their own member banks, hut they 
do buy securities and they do buy bills on the open 
market. 

15.152. To enforce their policy P — To enforce their 
policy, yes. 

15.153. But not because they consider it right that 
the Central Bank should carry on commercial hank- 
ing P — No, it is in order that they may exercise a 
degreo of influence upon the money market. They 
can relax the situation in the inurket or if they think 
conditions aro becoming speculative and that infla- 
tion is under way, and that too much indebtedness 
it being created, they can force a rise in the interest 
rate at a time when they think it » desirable to 
check this unhealthy development. 

15.154. One other question. It lias also been sug- 
gested that a central bank for a vast country like 
India is unsuitable because economic conditions in 
various parts of the country differ widely? — .Well, I 
should think that might be met by branches in the 
different sections. 


15.155. In the United States you have found no 
difficulty? — We have, as you no doubt know, 12 
reserve banks, which were established for that reason. 
That is tho way we do it. We had two plans before 
the country. One of them, which was known as the 
Aldrich plan, contemplated one institution, but with 
15 branches in different parts of the country, each 
branch to have a given territory allotted to it,' but 
they were all united at last in this central institu- 
tion. That plan met with objections largely because 
of certain antagonisms which existed in the interior 
towards New York. There was a fear that New York 
would dominate the whole system. Tho main central 
office was to be in New York, and the people in the 
West said, “ New York will run the whole thing, 
and wo do not want that ” ; so the plan that was 
finally adopted divided the country into 12 districts, 
and established an independent bank in each dis- 
trict with its board of directors in oacli district, 
nil presided over hy the Federal Reserve Board which 
sits in Washington, and the members of which are 
appointed hy the President of the United States. 
That is the uniting bond between them; otherwise 
those banks are independent. Personally I favoured 
the other plan of one central bank. I thought it 
would give a groat degree of unity to the system. 
T still tlii nk so, but you have to have regard for the 
opinions of people in different parts of tho country, 
and if they suspect you your influence with them 
docs not have very much weight. 

15.156. In other words, it is a decentralised central 
reserve plan? — Yes, that is it. 

15.157. Just one other question, with regard to 
silver. The United States have entertained rather 
close relations with (fliina in trade. Have you any 
views ns to the effect on Chinese trade and Chinese 
monetary policy if there were a danger of a severe 
drop in the price of silver? — I think it would he 
very demoralising to the Chinese trade. It would 
certainly upset existing conditions. 

15,168. And might lead to China abandoning silver 
as its standard of value and adopting goldP — Yes, I 
think it would. 

15.159. (Sir Reginald ftfant,) Sir Henry Strakosch 
asked you whether there was any danger of deliber- 
ate appreciation of gold in America, and you said 
you thought not, because business interests would 
ho opposed to it P — Yes. 

15.160. Can you tell us whether there is any risk 
of the contrary process- -the depreciation of gold? 
Is there any risk of prices rising through there being 
a little too much gold in America?-—! think not, 
because you see it is all in use. The effect has been 
felt. We have got about as large a volume of loans 
as wo can carry on our present gold reserves except 
Hint ns the reserve bank* take on the loans and 
take them over from the member banks, that would 
lower their percentage of reserves. I do not think, 
however, tho reservo hanks have any disposition to 
do that, nor do the member banks havo any inclina- 
tion to enlarge their borrowings as a permanent 
thing at the reservo banks. They went through all 
that experience in 1920. Wo had an enormous ex- 
pansion in tho post-war boom, which finally collapsed 
in 1920. The member hanks tho country over got 
very deeply indebted to tho reserve banks through 
their endeavours to satisfy the domands of their 
customers. The result was that when the fall in 
prices came, the hanks suffered heavy losses, and 
they got a severe lesson. Both tho business public 
and the hanks got a severe lesson, and thore is very 
little disposition on the part of either the business 
public or the hankors to have a further expansion 
of credit in tho country by recourse to the Federal 
reserve banks. 

15.161. It follows, I think, from what you have 
said that the gold reserves are not more than suffi- 
cient for the present position P— ■ Quite. 

15.162. And there is not any serious danger ot 
inflation? — I do not think there Is. We are appre- 
hensive, of course, all the time of gold imports. We 
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do nob want them. We are lending heavily! of course, 
to Europe, which has the effect of preventing further 
importations of gold, and if Europe rights itself and 
gets back to a normal stato, 1 do not think we will 
have further gold importations. That is the basis 
of tho only apprehension there is as to further in- 
flation. if gold would continue to come in and pile 
up in the reserves, the tendency of bankers is to 
keep their resources employed of course. 

15.163. Then your view is that America has not too 
much gold, but she does not want any more? — That 
is my view. 

16.164. If she got any more there would bo a risk 
of inflation? — Yus. Wo have adjusted ourselves to 
the present stock. ll a we hod not got it all in use i 
think it would bo just as well if we did not have so 
much, and our price level would be lower, but the 
task of reducing the price level is a very serious one 
it deranges all business, and it would be u very 
unpopular move. 

15.165. You have explained to us that the scheme 
put before you for introducing a gold circulation in 
India and disposing of surplus silver would not meet 
with a sympathetic reception in tho United States. 
Supposing we were to come to the conclusion that 
India needs more gold for the purpose of strengthen- 
ing her reserves not for circulation ami not in sub- 
stitution for the silver in circulation, but to 
strengthen her reserves of currency and banking-- 
and supposing wo considered that she should 
gradually acquire that gold, would there be any 
opposition to that course in tho United States?- L 
do not think there would if there was no radical 
change in her system, but merely a gradual acquisi- 
tion of tho gold thought to be necessary to stabilise 
her currency. 1 think she would have the same 
claim to that as any other country would have. 

15.166. In fact, America would treat that claim 
sympathetically? — I think so. I see no reason for a 
different attitude. However, a general re-organisa- 
tion of tho currency which would involve tho taking 
of, say, 250,000,000 dollars' worth in u year in addi- 
tion to tho amount that India is ordinarily taking 
sounds very formidable. 

15.167. There is just one other question I want to 
ask you, and that is with regard to the use of silver. 
You have staled in your memorandum that the pur- 
chases of silver by Governments for coinage purposes 
have always represented the principal consumption, 
and you have pointed out that there has been a 
decreaso in those demands, and stated that you do 
not think they will be revived. Is not it a fact that 
the coinage was given up because of the large in- 
crease in tho prico of silver, ami is not it possiblo 
that if there w T ns a large fall in the price of silver 
various nations would take to silver coinage again? 
— I should not think so. Tho disuse of silver coins 
in Europe was mainly due to tho great inflation of 
token money. Silver is not likely to be used except 
for subsidiary purposes. It is not likely to be 
adopted by the nations that havo a gold standard 
currency ns a full standard of value, and tho amount 
of currency that is used for the smaller coins for 
subsidiary purposes is necessarily limited, and it in- 
creases only gradually. Taking tho case of tho United 
States, our subsidiary coins nro half-dollars, 
quarters and dimes, which correspond to your half- 
crowns, shillings, and so oil. They go out in the 
busy season of tho year— in the fall of the year — * 
and after tho holidays they come back into the 
Treasury. The Treasury redeems them, and there is 
a regular flow in and out. I do not think that 
would be affected by the price of silver. It affects 
the profits of coinage, but it does not affect the 
demand by the public. 

15.168. Then you do not think that a fall <in the 
price of silver would lead to an increase in the con- 
sumption of silver on the Continent of Europe for 
coinage purposes? — For coinage purposes 1 do not 
think it would. It might to some extent prevent tho 
substitution of a still cheaper substance or material 
like nickel, but I do not suppose that any more silver 


is in circulation in Great Britain to-day because the 
silver content has been reduced to about 50 per 
cent, than there was under the old Act when the per- 
centage was eleven-twelfths. In other words, the 
demand is created by tho public. 

16,161>. Yes, but on the Continent small notes have 
taken the place of silver to a very large extent, and 
is not it {KKsible that silver will wine back into 
general use in place of small notes? — 'Well, small 
notes are still cheaper than silver, 1 suppose, if that 
is a ooiimdcralion. 

15.170. We have had that proposition questioned 
in India?- A« to whether it is so? Well, 1 believe 
there is some question about it. Paper is quickly 
worn out. Answering your qu<«t>ion generally, my 
impression is that a fall in tho price of silver would 
not materially increase its consumption for coinage 
purposes. Si) far as my acquaintance with the cur- 
rencies on the Continent goes, that is the case, 
though there may ho instance* where what you 
suggest would be true. 

15.171. (Sir Cnrshotamdag Thakunlas .) In para- 
graph 27 of your valuable statement you say that the 
essential thing is that the currency of a country shall 
have a stable relation to gold? — Yes. 

15.172. You say: “The essential thing is that the 
currency in circulation, and which the ptM)plo receive 
in payment for wages and products, shall havo a 
stable relation to gold." Would I ho correct in 
inferring from our discussion until now that you 
prefer a gold standard to a gold exchange standard 
for any country, speaking generally ?--I think that a 
gold exchange standard is an effective means of main- 
taining the internal currency at par with gold. I 
do not think the payment of coins into circulation 
and their <*0111111011 use -in ciriiiilation is a necessary 
or important factor in maintaining tho currency at 
par. 

15.173. We will keep tho eoin question separate). 

I am at presold referring to tho standard you would 
recommend any country to adopt ; you would recom- 
mend a country to adopt tho gold standard in pre- 
ference to t-lio gold exchange standard if it could do 
it and afford it; would that he a fair inference tu 
make from our discussion this morning, tho reasons 
being ulint you have said just now?- -Yes, I think 
that if the conditions are suitable that would ho bo. 
During tho period before tho war, when wo wore 
having a risn in prico level, the payment of gold into 
circulation tended to stabilise the situation. Tho 
absorption of gold into circulation at that time 
helped to stabilise prices. It depends a good deal oil 
what the conditions are, and tin* main point I havo 
in view now is that we are in danger of a strain — 
of a scarcity of gold in our efforts to restore tho 
general use of the gold basis ever tho world. Tho 
essential thing is to get tho countries all back to tlio 
use of a common standard of value so that prico* tho 
world over are related to each other, and 3*011 ean 
make definite calculations ns to what, say, tho valuo 
of the rupee is going to be in dollars a year from 
now or six months from now, and similar calculation* 
with regard to all tlio currencies of tho world. If 
you could get them nil on to one level, £ think it 
would greatly promote tho trado and industry of tho 
world and the consumption of all peoples. 

15.174. (Chairman.) It occurs to me that our 
phraseology, liy which we distinguish between a 
“ gold standard without tho circulation of gold " 
and a “ gold exchange standard," may not bo quite 
familiar to Mr. Roberts. 

15.175. (Sir Pnrshotamdas Thakvrdas.) Would you 
help me, Sir, to put it in the way which you know 
I moan, and that Mr. Roberta will understand? J 
myself saw Mr. Roberts' difficulty. 

15,176- (Chairman.) I wanted to make it dear, 
Mr. Roberts, that for the purpose, as it were, of 
shorthand in our discussions we are rather accus- 
tomed to speaking of a “ gold standard with a gold 
currency " on the one hand, and of a “ gold exchange 
standard " (in which the currency is maintained by 
an undertaking to buy and sell foreign exchange) 
on the other hand; and, in between those, of a 
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“ gold standurd without a gold currency,” which 
might perhaps be described as a “ gold bullion 
standard/ 1 in which the currency is maintained by 
an undertaking to buy and sell gold bullion. It is 
that that we commonly refer to os a l( gold standard 
without a gold currency ” P -1 understand your 
meaning. As I have said, the essential service of 
the gold standard is in maintaining the currency of 
a country in stable relations to the money of other 
countries and thus affording a common basis for 
prices. The gold exchange standard is a method of 
maintaining a currency at par with the minimum 
of gold -actually in reserve. The Government under- 
takes tq, supply exchange as wanted by the public 
This . provides against any pressure for exchange 
which would disturb the relations, and if a country's 
internal finances are in order and it has a favourable 
trade balance the parity is maintained quite easily 
and with less expense than with a considerable gold . 
reserve. I am not aware of any country in which 
the currency has depreciated so long as its currency 
was readily convertible at par in the principal money 
markets of the world. It would he shipped out until 
scarcity at home made it worth more there than 
outside. Ily this method a country is making use 
of the reserves of other countries. It may carry 
interost-bea ring securities upon which they realise 
as needed, or it may borrow to establish credits in 
certain central markets, hut if it drawB against 
them the reserves of such markets quite likely will 
not he disturbed at all, for the gold probably will 
remain there. The system tends to a further con- 
centration of reserves, to a development of a world 
clearing system, and to economy in the use of gold. 
WheLher the so-called gold exchange standard is 
suitable to a country depends upon conditions. A 
centre of world trade and finance which is always 
carrying large deposits of foreign funds and must 
he able to respond to varying demands could not 
get along on the gold exchange standard. You 
could not think of an important cloaring centre like 
London without the means of final settlement in its 
own vaults, but it is noteworthy that before the 
War London constantly handled a larger volume of 
international payments than any other centre on 
^nailer reserves of gold. This was largely because 
of its assured creditor position which kept the 
balance of payments in itH favour. As I under- 
stand the last British gold standard act, it practic- 
ally provides for what you have described as tho 
“ Gold Bullion Standard.” That is a very satis- 
factory system. 

15.177. ( Sir Purshotamda .i Thakurda*.) You would 
prefer that in preference to a gold exchange 
standard ? — Yes, subject to tho consideration of cost, 
but I do not think it is necessary for a country 
which does not have largo deposits of foreign funds 
and which regularly has a favourable trade balanoo, 
to acquiro a very lurge stock of gold for that pur- 
pose. I think tho organisation responsible should 
be prepared to give its currency for gold — to buy 
gold bullion if it is importod or sell it if' wanted — 
at the parity. You have got to provide for a free 
movement of capital from one country to another. 

15.178. Free movement of gold — inflow and out- 
flow? — Yes. gold is the most liquid form of capital. 

15.179. In paragraph 29 you say you do not believe 
that tho countries of Europe will ever go back to the 
use of gold coins?— That is so. 

15.180. You wind up that paragraph by saying that 
gold coin has become a rarity in any part of the 
United States. May I ask how, in your opinion, a 
suggestion that gold should' be prohibited by Statute 
from circulating as a coin in, say, the United States 
of America would* be received by the people of 
America P — A Statute to prevent gold from 
circulating? 

15.181. Let me explain it a little further. The 
people do not avail themselves of gold coins because 
they are satisfied there is gold in the State Treasury, 


and that all their paper currency is adequately 
backed by gold P— Yes. 

15.182. If the Government suggested in the inter- 
ests of eay, rebuilding Europe on a sure basis that 
it was -necessary for all countries statutorily to 
prohibit gold currency, how would the people of the 
United States. of America receive such a suggestion? 
— 1 think everybody would wonder what was the 
occasion for any sufch Statute. If nobody want| % 
any gold you would not need to forbid it. It would 
ho a rather useless Statute, [ think, in the United 
States. 

15.183. Perhaps it would never pass — such a law 
would never pass, perhaps?- -I do not see why any- 
body should advocate it. 

15.184. Anyway, the people would not cut out 
gold currency by Statute, but when the& are satis- 
fied there is gold in the Treasury they do not and 
would not uso gold coins. Thai is the position, is 
it? Now regarding your observations with regard 
to the development of a modern banking system- in * 
India, may I ask just for information if you could 
tell ino how many hanks existed in the United States 
of America before you started the Federal Reserve 
Banks as we see them to-day P — We had nearly as 
many as we have to-day. 

15.185. Gould you give me the approximate num- 
ber of banks operating in America to-day? — I think 
it is about 30,000- 

15.186. Before you started your Federal Reserve 
Banks you had a network of 30,000 privato banks 
working on their own in America! — Yes. 

15.187. You have, if I may say so, very modestly 
said you have little personal knowledge as to Condi- 
tions in Tndia, hut you liavo also told us that you 
were u Director of the Mint, and in that position 
you must have come to know closely of the general 
financial conditions prevalent in India? — Yes. 

15.188. If it happened to be approximately correct 
that in Tndia to-day you have not more than 25 banks 
of important standing operating all over the country 
on a modest scale, and carrying on banking operations 
os they are known in the West, would you say that 
the starting of a central bank on the ideal lines on 
which you have central banks in Europe is a prime 
necessity for India to-day P — May I ask whether, when 
you speak of 25 banks, you are referring to 25 bank- 
ing corporations, or does that number include their 
branches? 

15.189. I am referring to banking corporations ! — 
They have branches? 

15.190. Yes, they would have, say, threo brandies 
each, or take whatever number you like*-say, 400 
branches? — Under our laws we have not been per- 
mitted, except in certain States, to have branch 
offices. The whole scheme has been to decentralise 
the banking business, to have each community supply 
its own banks. That has been the general policy, 
and that is the reason we have so many. If you go • 
right across our border to Canada I think they have 
now 11 banking corporations with some 4,000 offices. 

15.191. Eleven banking corporations P — Eleven 

hanking corporations, hut with some 4,000 offices. 

15.192. 1 take it that by “ offices ” you mean * 
branches!- Yes, branches where they conduct biAi- 
ness. They have a bankers’ association in Canada 
by >yhich they co-operate in their policies, blit I think 
there is a considerable discussion over there now 
about forming a reserve bank with the idea that 
it would he an advantage to have a central banlf of 
issue. Of course, in that case the opinion of the 
bankers is influenced somewhat by the way they think 
it would affect their own estabHsed business, but I 
should think that a central institution for Canada, 
where all these banking facilities would head up 
would he desirable. 1 speak of Canada rather than 
Tndia, because I know more about it. There are only 
11 banking institutions in Canada, so I do not think 
the small number argues against the policy. 

15.193. I note you do not wish to discuss Indian 
conditions, but you have given us what you state to 
be a fairly parallel case in Canada. I do not want 
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to worry you with a cor tain aspect you do uot wish 
very much to discuss, but let mo put this question to 
you. If in India, us compared with 4,000 branches 
in Canada or 30,000 banks in the United States of 
America, yon have, say, 60,000 Indian, bankers 
financing the masses of India in their own way, 
namely, tho Eastern way and not on f Western lines, 
that is, by small moneylending operations, would you 
’.consider it necessary to get flhn in aspen accustomed 
to the Western method of banking before starting 
an institution which may hit some existing institution 
which in developing in tho direction of attracting the 
people to banking in the Western way? — Well, I 
think you rather confirm me in my. view that I had 
better not discuss the internal conditions in Tudia. 

. 15,194. I will then have to leavo it at Lhat. You 
say, in paragraph 34, that India looms large before 
the world, and in reply, to Sir Rajondrannth 
Alookerjoo, you said that India loomed large lieforo 
tho world in this connection because of the m»»v 
scheme, of which you have heard, and which you 
have so fully criticised this morning. If that scheme 
was not seriously under consideration, would you 
say that India loomed large in the problem ilic 
world lias to solve? T)o you mean, was involved in 
tho problem? 

15,195. Yes. Supposing the scheme you were sup- 
plied a eopy of was not at ail htdore the Commission, 
or was not seriously under consideration, would you 
still say the question of India loomed large in the 
reconstruction ol the world from the point of view 
of finance? I think I he question of tin* amount of 
•gold that India will takeout of llie annual produc- 
tion is a voiy iiupmhningjm^tion to the rest of the 
world at this jirthut-c. 

15,190. The normal gold that India will lake for 
purposes ol social and other traditional use, you 
ihink, makes India loom large?- -Well, India took 
last year 200,000,000 dollars’ worth of gold 1 think 
in dollars, you know. It took in fact, almut one-half 
of the world's production last year. 

15,197. Yes. — 1 do not welcome the idea, therefore, 
that they may take more, and I do not welcome a 
plan under which they propose to tako more. 

i;,,]9N. 1 see your point. Regarding this question 
of the gold taken by India last year and the large 
amount of it, has it .struck you that India is only 
averaging her normal takings from 1914 to 1924, ami 
that even with the colossal amount of gold India 
look last year she is still within the average of pre- 
war ini polls bv a few cnyes a year? It was only 
filling up the vacuum which had been caused under 
the circumstances which you know of, and which wc 
not'd not discuss to-da.v. ---In so far as that carries 
the idea that slit' is not likely to tako so much in the 
future, I welcome the suggestion. I hope slit* is not 
going to. 

1.5JL-09. Your whole point, then, appears to mo to 
be this, that. India should not aim at taking a large 
amount for a special purpose? — Yes. 

l.$,200. Which purpose may he achieved hv smaller 
steps? — Yes. , ’ .. 

15.201. On more normal linns? -Yes. 

15.202. And to which you would not object at all? 
—-That is what I mean. 

15.203. I wish to ask just one question, more for my 
information than anything else. Please .do not 
regard it as a criticism of anything you have said. 
Yq\i have told the Commission in your statement that 
the United States of America has no spare gold, or 
has gold which is approximately necessary for her 
requirements ? — Yes. 

15.204. Has the United Slates of America intro- 
duced gold notes since the war with 100 per cent, 
backing of gold instead of notes with a 40 per cent, 
gold backing, as used to lx? tlm case before the war? 

. — We have a system of gold certificates. 

15.205. That is what 1 mean. — -Wo bad that before 
the war os .well. 

„ 15,206. But lias the proportion of gold certificates 
become higher? -Tho proportion is just the same. 
Gold certificates are issued for an equal amount of 


gold deposited in tho Treasury. There has boon no 
change in Unit system from what it was before tho 
win . 

15,207. My question was rather Uiis: Is tho total 
niiMHint of gold ccrtilic.ili’s outstanding to day con- 
siderably higher than tin* total amount of gold certi- 
ficates outstanding before the war? Larger, do you 
mean, than the amount outstanding before the war? 

I5.20S. Less or more. It. cannot ho the same, can 
it ? No, it changes. Those certificates sire largely in 
tho reserve hanks, and serve as their gold resel l e. 
As to the total amount of certificates oiilstamljiig, 
l should think that might he somewhat increased. 

15.209. I mean, -if there has been an increase in 
fact, it would have tho effort of sterilising that 
part of the gold holding of tho States, would it not? 
- In calculating that 8 per cent. I have taken the 
amount, of gold ilself and ignored the rert i Pirates. 
The certificates outstanding arc included in th** 
credit currency. 

15.210. Hut they rover CO per end. more gold 
than I he Federal Reserve notes, do they not? I am 
afraid I do not got your point. Jf we just ignore 
tho certificates and take the amnurl of gold itself 
as against tho amount of currency and bank 
deposits, it docs not exceed 8 per cent. 

15.211. Thanks. In your opinion, Llie increased 
amount of gold certificates that you have had sinew 
the war docs not make any difference in the 
calculation you hnvo put before us?- No. Tho 
percentage* of gold to other forms of money and to 
bank deposits are as T have stated. 

15.212. Now, with regard to tho silver aspect, 

may l ask whether it. would upset America seriously 
if after, say, the next five or 10 years Llie Govern- 
ment of India found it necessary to sell some of 
the redundant silver in the currency locally in India? 
That is an absolutely domestic matter, and could 
not be the concern of any outside Stale. I mean, 
as long as it was sold locally and did nut disturb 
outside markets, would not that be m>? 1 think 

silver producers will have to adjust themselves to 
any normal and usual and ordinary change in the 
consumption of silver li t v any country. This pro- 
position ms it stands, to sell ounce.-*, 

sounds like a very large order, you know'. 

15.213. Exactly. 1l is that which exasperates the 
whole outlook of the American public? --Yes. 

15.214. Tim American public have reconciled 

t heinsolvos, *in the first place, to t li is, that India 

lines not need any more silver at pro.MUii, and I here- 
fore, it is not buying,. The American public can mu 
expect India to buy for their sake? No. 

15.215. Tho American public have reconciled 

themselves to this in the seen ml place, Unit other 
countries have taken t.o using .smaller quantities n! 
silver in their subsidiary coins. There is nothin^ 
more to say there?— Quito, 

15,210. Similarly, if tho (■overiiinent of India find 
after five or seven years’ experience that they have 
redundant silver in their currency, they would h - 
quite justified in selling such silver locally in India? 

Yes. 1 do not expect India to feed under any 
obligation I certainly would not say she was under 
any obligation- to continue to lake silver if she 
had no use for it. L only call at tout ion to tin* fact, 
tlmt a sudden change in conditions of this kind 
which will violently disturb important imlii.slriis 
inevitably creates alarm and some antagonism. 

15.217. Quite. All that you would .say is, do not 
disturb things artificially if you can help it? Yes, 
that is right. 

15.218. There is one remark you made in tho 
course of your examination in regard to wdiich L 
noted down your words as you said them. You 
said ; “ I still ihink so, lint you have to have regard 
for tho opinions of people in different parts id’ Urn 
country, and if they suspect you your influence 
with them does not have very much weight"? — Yes. 

15.219. 1 wish to ask whether, according to tho 
above, if the people of a country have any suspicions 
about any system which you or this Commission 
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or the Government in India wish to suggest to them, 
such system is bound to fail? One must evolve a 
system of currency which will command the con- 
ii donee of tho people for whom it is designed? — My 
statement was in relation to tho organisation of tho 
Federal Reserve system in the United States of 
America. 1 am a banker in New York, and in the 
Western country they bad a feeling that on institu- 
tion with headquarters in New York would ho 
(’Iterated for the benefit of New York. I think they 
were entirely mistaken in that view. Wo hankers 
of New York are not conscious of a desire to manipu- 
late the banking system to our interest at all. New 
York is tho chief city of tho United States because 
it reflects tho prosperity of all that interior country, 
and if there is u crop failure or anything else that 
disturbs prosperity in tho interior, wc suffer from it 
in Now York. YYo have a keener appreciation of 
that than they have; we know it is so, and wo know 
wo are interested in having a prosperous America 
throughout, so wo do not feel that their suspicions 
were justified. 

15.220. Hut in spiio of all that, you did not press 
your point of view on them, although you were con- 
vinced iL was right? — We pressed it strongly enough, 
hut they outvoted us. 

15.221. If it is a question of voting, then confidence 
goes witli the system- which is approvod on votes, 
does it liul? Hut where it is not a question of voting 
only you would like certainly to he a party to some- 
thing which would inspire the confidence of tho 
people? 1 think it is very desirable that there 
.should In ! confidence, of course, '‘.specially so in 
matters affecting a monetary or banking system. 

15.222. (Chairman.) One of the issues before us is 
as to whether the time lias come at which it is 
prudent now to fix the actual ratio for the standard- 
isation of tho gold value of tho rupee. Tn order to 
decide whether it is prudent now to fix the actual 
ratio at which the gold value of tho rupee is to bo 
stabilised, it is necessary to consider whether it is 
possible to foresee any factor likely to create a groat 
upset in gold values and gold prices in the world, 
been use it is argued that if there may ho such a 
great disturbance to gold prices abend it might bo 
prudent for India to postpone the actual stabilisation 


ratio of the rupee, it is suggested to us in evidence 
that one such factor that should be taken into con- 
sideration is this matter to which wo have already 
referred, of a gold holding in the United States. 
Tho argument is put in this way. it is said that 
there is nil excess of unwanted gold in tho Unitod 
Stall's, and that some day or other by a change of 
monetary policy in that country, that may bo turned 
looso and result in a great upset in gold prices, and 
that that is one possibility ahead which would make 
it prudent to wait before stabilising the exchange 
value of the rupee. Now you have already given us 
very valuable views on this subject, but could you 
just carry the deduction one step further, and say 
whether you would draw any conclusions from what 
you have just told us about the position of gold 
reserves in the United States upon this question as 
lo whether there is anything which would make it 
prudent lo wait before stabilising tins value of the 
rupee? I do not think there is anything in tho gold 
situation iu the United States to occasion alarm or 
apprehension as (o a sudden change of prices. There 
are no great reserves in the United States to be 
put into use. There is no likelihood of a sudden 
inflation to disturb prices iu the United States. 

.15,225. Thank you very much. In tho various 
matters which we have referred to you and tho 
various questions we have asked you, is there any- 
thing to which you would like to return by way of 
further com »H?~ ] think not. I think I have 
expressed m,v % is fully as I am able on these 
points in my s % £iit and in the replies I have 
made, and I have" ^ more in mind at the 
moment to say. -*, a l 

15.224. It only remains for a too press our very 

deep appreciation for your nu«.«a pfu! evidence 

today. I thank you, gentlemen. 

15.225. Our thanks are due to you for putting 
yourself lo vvhal. must have been the considerable in- 
convenience which a visit lo England must have 
caused you? I have lK*on very glad to participate, 
and give von my views as L hold them. I trust they 
may be of some service. 

15,220. (Chairman.) They are of very great 
advantage. 


(The witness withdrew.) 
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Sir Norcot Hastings Ykki.es Warren, K.O.I.K. 

Sir JtiioiNAi.il Ma.nt, K.O.I.K., C.S.l. 

Sir Maneckji Byhamji Dadaiuioy, Jv.U.l.E. 

Sir IT * nhy Strakoscii, K.H.E. 

Sir Alexander Rouertson Murray, O.B.E. 


l\l\, D.S.O., D.S.U., M.l\ (Chainn'in). 

Sir PuilS HOT AM DAS TilAKUllDAH, 0.1. E., M.H.E., 

ALL. A. 

Professor Jahangir Coovekjek CoyAjkj:. 

Mr. William Edward Preston. 


Mr. G. H. Baxter } ... . 
Mr. A. A yang ah ) t-hnnt 


Secret n i ivs). 


Mr. Benjamin Strong (Governor of the Federal ! 
IIoliandkr (Professor of Political Economy, 
and Dr. Oliver M. W. Smaoitk (Professor of 
Ca in bridge, Mass.); accompanied by Mr. Robert 
York), called and examined. 

15,227. (t'h airman.) Mr. Strong, I should like in 
ihe first place to express the very high appreciation 
of the Commission at the fact that so eminent a 
citizen of the United States, accompanied by such 


lexer vo Hank of Now York) ; Dr. Jacob H. 
Johns Hopkins University, Baltimore, Maryland); 
Hanking and Finance, Harvard University, 
B. War hen (of the Federal Reserve Bank of Now 

distinguished colleagues, should have been willing 
to come and assist us on the subject of our inquiry 
to-day, undertaking for that purpose bo protracted 
a journey and, I fear, such prolonged labours in 
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conmxdion with the memoranda and llio question- 
naire which we have submitted to you l'or the benefit 
of your assistance. 1 understand that it will be 
convenient if you were to assist us in the lir.st plane 
with a general .statement on the matter of our 
inquiry:- (.1/r. St rout/.) I was proposing to read a 
brief prepared statement, following which, if it en- 
tirely meets the views of the Commission, Proionaor 
Hollander will make a statement ; and l hope it will 
also meet the views of the Commission to defer 
questions until his more formal statement is con- 
cluded. 

(C/iuirmou.) Wo will follow that procedure? 

1**3,220. (Mr. Strong.) (i) At the outset, Mr. Chair- 
man, permit me, on behalf of myself and my aswv- 
eiales to express our appreciation of your invitation 
In appear before the I loyal Commission for jibe 
purpose of discusi-iug question* which are now being 
urged upon the attention of al! nations. Wo are 
gratified by this evidence of your interest in the 
solution of problems to which possibly wo can address 
ourselves with a common purpose. Never thelcss, 
when it was first intimated to mo that an invitation 
would bo sent, I hesitated to accept it, for two 
reasons. Ono was lest appearance before your Com- 
mission might bo interpreted as an intrusion by an 
American banker in problems which may popularly 
he regarded as of concern primarily within the 
British Empire. The second reason was that l could 
not appear before the Com mission without making 
reference to llio adverse effects, i min'd possibly the 
disastrous effects, of the proposals under discussion 
upon the American mining industry, and so give rise 
to the impression that the purpose of the appearance 
was to advance arguments ill behalf of these 
interests, rather than to make a contribution to your 
work. In this light, my statements to you might 
indeed be regarded as special pleading and unduly 
coloured by the particular interests of our own in- 
dustry. Our examination of the suggested plan for 
a gold standard, which lias been the subject of con- 
siderable study and deliberation, leads to the un- 
oscnpalde conclusion that the Indian monetary pro- 
gramme is a matter of vital concern to America, not 
alone nor primarily as to domestic interests directly 
affected, but even more in the extent to which it 
involves international monetary relations of the 
Dili ted States, and especially as to our part in the 
world programme now gradually developing for 
monetary reconstruction. Wo have not therefore in- 
terpreted this invitation in a narrow sense, but 
0 rather have taken the liberty of construing it lo be 
an expression of desire for co-operation in tho solu- 
tion of a great world problem. It ie in fact our 
intercut in this wider aspect of monetary reorganisa- 
tion which justifies our appearance before llio Com- 
mission. You will understand my explaining that 1 
am not hero as a representative’, oflieial or unofficial, 
of tbo American (lovernment, nor in fact of the 
Ecdcr Reserve System ns a system of banks of issue, 

. but rather in my more personal capacity as an officer 
id that particular Federal Reserve Bank which is 
charged with the duty of maintaining relations with 
foreign bonks of issue, an institution which has 
already undertaken large commitments and respon- 
sibilities in connection with this general subject. It 
is this programme, looking forward to further co- 
operative effort such as India ami the oilier nations 
may give, upon which we must rely for the bettering 
of monetary conditions throughout the world, a 
matter which is just now so much Urn concern of 
mankind. We shall all admit that tho object of per- 
fecting monetary systems is tho achievement- of a 
stahlo domestic and international purchasing power 
for the currency — a goal unattainable by any one 
imrty acting alone, and only possible through co- 
°l>eratiyo effort. Because a gold currency is that 
<we which has had in the past the most stable huy- 
power both at home and abroad, it is naturally 
the one we all now sock to secure. We must also 
a Ri*ce that a groat nation like India is entitled to 
a »y currency system which it can afford and main* 
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tain in stable relation with other currencies, and it 
is axiomatic that a nation which over the yea re lias 
a favourable balance of pay men is can have uuy kind 
of a currency ^.stem it wants. But it it> lo bo pro- 
.sinned that ouch a nation will desire u fiscal and 
hanking organisation and policy capable of enabling 
it to operate effectively and nmootlily in both the 
domestic and international market*. 

\'.\) The essential dements of a full gold standard 
aic complete convertibility of tho nmo issue into 
gold, an absolutely free gold market, an unfettered 
foreign exchange market, and a hanking system 
which effectively assimilates gold imports and regu- 
lates tho consequence* of gold exports. Actual cir- 
culation of gold coin or its equivalent has been a 
usual fcaturo of a complete gold stamlaul, but is in 
no sense essential thereto, ami a*, a constituent iff 
the circulating medium gold coin was becoming 
steadily less c.igiiiiicnul. in llie year* preceding til * 1 
world war. Any material departure from these 
essentials is in the direction of a gold exchange 
'•tnndard, which passes through various singes such 
as a limited convertibility of III-- u •* .-.mic into the 
so-called Ricardo barn, then to convertibility of tho 
nolo issuo by the- use of cheques oil gold standard 
countries generally, and finally to the more restricted 
gold exchange .standard where ono currency is 
limited to convertibility by cheque on but ono other 
•■•mu try having a gold or gold exchange standard. 
M:iv I interject to say that there is always tlm 
danger ol our attributing rather conventional or pro 
Jitnna meaning* to these words “gold standard ” and 
“ gold exchange* standard ” and “ sterling exchange 
standard,” and to express my belief that the io called 
purr gold .slainlaid vvilli a gold coin rirculat ion 
in time is likel.x Lo give way, under the. influence 
ot tho co-opcration of banks of is.oie, in favour of 
" hal we now moro generally describe as the gold 
exchange -standard- a necessary coiKsrquenro of the 
economy in tin* iim- .if gold and gold coin? 

(iii; The only great naiion which lias a complete 
gold standard in cveiy particular lo-day is the United 
Slate*. European couulrico in varying degree are 
now practising the gold exchange standard. The 
object ot this statement preliminary to a discussion 
oi the qile-l ioiiiiaiir i» to express the ha.: is of my 
belief Lliub tile moment is inopportune for India 
to adopt the lull gold standard system, with circula- 
tion of gold coin or its equivalent, partly because 
the world is not yet capable, in my opinion, of 
sustaining the burden which would thus he thrown 
upon central hank reserves, and that therefore the 
attempt would fail. But this does not imply that 
tho essential objects sought by India, especially a 
flexible monetary system with stable purchasing 
power at home and abroad, are not uithiii her reach 
hy methods such as are now in general operation in 
Europe, if made to conform to Indian customs and 
usages. Holding this view, it might appear from 
llio later discussion of tlm questionnaire that our 
appearance is for no other purpose than to dis 
courage the adoption of the specific plun submitted. 
This view would ho quito contrary to our feelings 
and convictions, which dispose us rather to partici- 
pate in the discussion of proposals with which ire 
and others cun heartily co-operate. Indeed, it may 
be that before the hearings are ended the discussion 
will Lake the more agreeable turn in tin* direction 
of a programme which, instead of inviting our 
criticism,' will enable us to consider plans of 
eo-operat ion. 

(i v) Ah tho plan submitted with tho questionnaire 
involves consideration of a great variety of questions, 
some of them obscure and theoretical, in monetary 
and hanking matters, especially in the practices of 
central banks, their operations and policies, in aid 
of our studios we have asked the assistance of Dr. 
Jacob 11 . Hollander, Professor of Political Economy 
at Johns Hopkins University, and Dr. Oliver M, W. 
Sprague, Professor of Bunking and Finance at Har- 
vard University, whoso familiarity with these sub- 
jects, I arn certain, will enable them to con tribute 
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to Lho work of the Commission. Further, because 
of the questions of a technical and scientific 
character relating to tho silver industry, wo have 
socured the advice of two recognised authorities in 
mining engineering, Mr. Arthur Notman and Cap- 
tain H. A. C. Jenison, whoso reports* we are glad 
to submit to the Commission in the hopo that they 
will exhibit what is desired in connection with this 
particular phase of the inquiry. This was necessary, 
as the silver and non-ferrous mining industry lias 
heretofore been outside of tho scope of the studies 
of the Federal Reservo Rank of New York. I should 
say, in connection with their work, that Mr. Notman 
is a Mining Engineer and Geologist with a favourable 
reputation as an authority in his subject, and that 
Captain Jenison is a Consulting Mining Engineer, 
formerly Geologist in charge of copper, United Slates 
Geological Survey, and subsequently adviser regard- 
ing the non-ferrous metal industry to tho United 
States Senate Commission of Gold and Silver Inquiry. 

(v) Mr. Chairman, the reports to which 1 have 
referred, and which wo are glad to submit for the 
use of tho Commission, have involved in their pre- 
paration access, to certain confidential records from 
tho hooks of various of tho largo mining companies 
in the United States, and if it should be desired to 
publish them as a part of lho Commission's Report, 
l hope it will bo satisfactory if wo could go over them 
together before their publication in order to make 
sure that it does not involve tho disclosure of confi- 
dential information. I should slso ask if, prior to 
Professor Sprague’s dificussion of the matter which 
will follow Professor Hollander, it may be proper for 
us to tako up the Questionnaire a little out of the 
order in which tho subjects appear, so that PrufeBsor 
Sprague may lay tho foundation for his statement 
by liis specific discussion of the silver question. 

1 5,1?30. (Chairman.) We are very much obliged to 
jou indeed for your statement, which provides ui 
with ampin food fur thought. Wo shall very much 
look forward to tho opportunity of giving it mure 
leisured consideration. Lei me say at once that the 
invitation which was sent to you was, 1 think I may 
say on behalf of my col leagues, sunt in precisely 
that, intention and that spirit which you have 
described. It was sent in the deep conviction of the 
essential unity of tho financial machinery that under- 
lies tho economic and industrial structures of all 
civilised countries. With regard to what promise 
to he tho most valuable reports- to which you have 
referred- from mining experts, and their revision 
before publication, that, of course, can do done in 
duo course, ;u? is usual with all such documents before 
publication. Wo look forward with very great 
interest to tho opportunity of perusing thorn. Your 
introductory observations have boon so suggestive 
that it may well bo that mj’self and my colleague! 
will like to ask you to expand any aspects of tho 
questions to which you hav© referred, but perhaps it 
would he more convenient if we may have til** oppor- 
tunity of doing that after wo have boon able to con 
eider your introductory otaervations more at leisure. 
1 should propose, then, now r to continuo by asking 
Professor Hollander to make llie general statement, 
to which you referred, with regard to the scheme 
for aji Indian gold standard with gold currency 
which, has been submitted to you for your considera- 
tion. 

15.231. (Chairman.) Would it bo convenient for you 
to proceed now, Professor Hollander P 

15.232. (i) (Dr. Hollander.) Quit©. I am very 
sensible, Mr. Chairman, of the privilege of appearing 
l>ef ore this Commission. American economists feel 
a profound i nt ores L in the general matter with which 
you have been charged. This interest is not only a 
scientific concern in the possible solution of a cur- 
rency problem of great complexity and of far-reaching 
effect, but is a more intimate sympathy, growing out 
of tlie past contacts of tho Government of the United 
States and the Government of India in a related 

* See Appendices Nos. 87 and 88. 


endeavour to establish currency stability. The 
United Slates, with a bimetallic standard, and India 
with a silver standard, sought in associated effort 
for many years to secure an international agreement 
looking to the stabilisation in relative value of gold 
and silver and to main tain for silver its historic place 
as a money material. Only after the failure of the 
Brussels Convention of 1890 bail dissipated tho last 
hope of an international agreement looking to the 
it. '•o of tho two metals did India take, with reluo- 
tanco, tho final step towards a gold standard; and 
this action was followed almost immediately by a 
similar Movement on tho part of tho Government 
of the United States in the repeal of tho silver-pur- 
chase clause of the Sherman Act. indeed, it is 
interesting to recall that when in 1897 tho United 
States made one final attempt, in tho form of tho 
WoohoL Ounmissioti, to secure a larger monetary us© 
for silver, India, all hough uiiahlo to join in the 
umvcimmt, was deeply interested, and gave the* matter 
the must careful examination, and perhaps was led 
to an unfavourable conclusion, only or largely by tho 
consideration that a dofinito step had been takon, 
and retreat therefrom was not practicable. 

(ii) Tho purposes of the two couni rios were 
identical in so far as the motive was to establish tho 
stability of a monetary sydi-ni which had been greatly 
disturbed. Tho only rmir-.e which sinned to lie open 
was a gold standard. The United States proceeded 
by a .series of steps, not without halt or arrest. In 
that end. India, w’illi an extraordinarily difficult 
background and a series of problems of piople ami 
of contacts, has made slower progress, lint with an 
unchanged intent ion. Eoi these roie-onr, the eventual 
adoption of a gold standard by India j-oems entirely 
a familiar concept, and one which in itself excites no 
dissent. Tlie mailer in doubt, as viewed by American 
economists, is as to wheLher this particular time and 
this particular way are best fitted for realising such 
n purpose. .Inst because of the long approach it 
seems the more desirable that when the step is taken 
it shall lie confident and assured. 

(iii) It seems to me that the criteria by which any 
proposal of currency revision, involving a change in 
monetary standard, with accompaniments of far- 
reaching effect at home and abroad, must l*r 
examined are three. They may he labelled timeliness, 
soundness and praef mobility. The revision must be 
undertaken at a time favourable to its eventual 
Miccexv— or certainly not. highly unfavourable. Jt 
must be in accord with accredited principles of 
Innking and currency experience, and it must not* 
include elements of such unlikely realisation as to 
loredoom the project to failure. 

(iv) J. propose to examine the plan which has 
engaged you with respect to those tests. Tho matter 
<>r timeliness does not involve tho consideration as 
to whether the present time is opportune for any 
currency change in liulin. This larger question 
would involve such considerations ns to whether lh<* 
present system is working badly or indifferently ; » s 
to whether its defects, if there are any, can or cannot 
be repaired; as to whether there is or is not any 
trend towards improvement; as to whether any 
alternative might he superior or less satisfactory, 
and as to whether monetary reform should be sub- 
ordinated to political or social considerations. These 
are obvious qualifications. I propose to address my- 
self to a much more specific question, which might he 
staled in this maimer : is the present a favourable 
time for a change from an approximate gold 
exchange standard, with an effective gold exchange 
standard us a goal, to an outright gold standard with 
a part-gold circulation in view? 

(v) The gravity of the element of timeliness in 
respect to any project of currency reform can he 
illustrated by reverting to the economic consequences 
which followed a currency revision now safely in the 
record of monetary history, but which may lie still 
profitably recalled. I refer to the experience of 
Germany hulf-a-ceutury ago. Ah the unification of 
Germany became the policy of Bismarck after the 
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Franco-Prussian War, the abandonment of tin* silver 
standard and the adoption of a gold standard were 
determined upon and with it an intention to dispose 
of the stock of monetary silver. The unification of 
the fiorman State currencies and the adoption of a 
gold standard were or wen* not. entirely proper 
policies. The grave error was that the disposition 
of tho stock of silver should have been treated as a 
purely national concern without regard to its world 
consequences. The dumping of this stock of silver 
in a comparatively brief term of years without any 
international understanding resulted in a series of 
monetary disturbances which may almost be described 
as catastrophic — the hrenk-up of the Latin monetary 
union; tho demonetisation of silver in the 1 T n it oil 
Stntcs and a severe blow to tin? silver savings of 
India. These developments might not have been 
avoided; ihe.v certainly were aggravated by a 
monetary charge undertaken without n gar* I 1o 
wider consequences. 

fvi) In the present problem, the i*sm*iii* * of tli 
matter ot limeiiness is tho requirement of a larg 
amount of gold for the rcuhVntinu of the projert 
Sonic 500 million dollars, or 100 million pounds, nr 
required, of which 15 million is required at orux 
35 million additional in tho coimm of a year and 50 
million over the succeedin' nine years. Admittedly 
these are minima, both as to amount and as to tho 
time in which they will he needed. Substantially 
more may be required, and at earlier periods, because 
the plan, once entered upon, T take it, must ho pur- 
sued unless very grave disturbances are to be invited. 
The Commission has already had before it particulars 
of, and will presently receive, authoritativo informa- 
tion ms to t he serious consequences or any such whole- 
sale and unforeseen requisition upon tho world’s 
available gold supply. T will not venture to repeat 
what has been said, ami certainly not t-o anticipate 
what you are hereafter to hear. It is possible, how- 
ever, 1 think, to summarise it in the statement, to 
which there would probably he general assent, that 
at this particular time, and through the only channels 
practically available, the drawing into India of the 
amount of gold proposed can only bo accomplished at 
tlio cost of insecurity to those countries which have 
roxlorcd their monetary standards, and at the risk 
of delay to those countries which are now seeking, 
with reasonable promise, to do so, and that this 
uncertainty and delay are likely to produce higher 
interest rates, business disturbance ami economic 
depression, with inevitable repercussions upon tho 
economic well-being and commercial prosperity of 
India. 

(vii) Tt acorns to ino that post-war restoration 
passes inevitably through four stages fiscal, mone- 
tary, industrial and social. These steps towards 
recovery are not everywhere alike in sequence or in 
duration, but the general law seems to obtain. Tho 
world is emerging, I tako it, from tho first phase, 
not with completeness nor with finality; hut on tho 
whole we havo made important progress in tho 
priifiary stage of fiscal recovery, and are at least 
upon tho threshold of currency restoration. Tt would 
ho a great pity for her immediate domestic concerns 
and for her part and interest in world recovery if 
India should, by nny inopportune attempt, del.ay and 
jmssibly impede this process. 

(viii) Quite apart from tho matter of timeliness n* 
a test of any currency proposal, and perhaps prece- 
dent thereto* is the donaideratiem of soundness. The 
particular plan which has been submitted for examina- 
tion ia, I take it, bo familiar to tho Commission that 
I need not attempt to suimnariso it. Let me say, 
however, that there is a possibility of misunder- 
standing some of its particulars in criticising it. 
The summary is necessarily brief, and perhajjs I have 
misunderstood parts of it. The other consideration 
is that any plan may bo made to work by a process 
of forcing and enlargement and modification. Taking 
it, however, as it stands, and as I understand it, 
certain essential features invite criticism. The first 
of these is the automatic precision of the pi an —the 
absence of leeway or margin. Where exact know- 
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lodge of facts and conduct exists such close corre- 
spondence is possible, and even desirable, on the score 
of economy. Where it dues not exist, to assume 
precise and exact, measurement is insecure. It may 
not he treating the mat tor too lightly to suggest as 
a parallel an undertaking to provido a garment with 
conjectural estimates as to r*nTain measurements and 
with a supply of material not in excess of such 
estimates. 

(ix) May I illustrate this as to tho plan in two 
particulars I Tho first is as to the immediate gold 
requirement which tho plan involves for tho conver- 
sion of presented rupees now ill the savings of the 
people of India. It. is estimated that tho maximum 
number of rupees now outstanding is 350 croros, of 
which 150 croros will continue to ho required for 
c irculation, SKI croros am in the (joveru incut’s cur- 
rency reserve, and 1 10 croros may bo presented for 
conversion. It. is impossible for mo to pass upon the 
correctness ol these estimates. I havo no doubt they 
am made with groat, care and are within tho maxi- 
mum possibilities of estimate. Inevitably, how- 
ever, them are iinvoiTuiiil i«vs attending it. Wo 
become more confident, in pulsing to tin* conversion 
rather than to the aggregates. Of tho 110 croros 
liable for conversion into gold bars only 50, it is 
assumed, will Ik* presented forthwith. To do this 
tho proceeds of a loan of 15 million sterling, and 
all tin* gold in the cumncy rc.ervo about 30 crores 

will h.» required, leaving the ivhtu' hare of gold 
for tin* time, Xo pn.v idon m made for tho eon- 
tingemy that more limn 50 of these 110 crores may 
he immediately pr-M'iiUd lor conversion into bars, 
nor Hint nny of tho ouLtnnding currency notes, if 

these me regarded as convertible, may ho presented 
at thi.‘. time. Presumably as legal tender or as notes 
convertible into silver they might ho so presented. 
During the first year 35 million sterling more ift 
to ho borrowed, hut this will just provide tho 30 
per cent, gold cover fur the new hank issue, assum- 
ing no note conversion depletes Ibis gold cover. 
Only tho proceeds of Hie first- \ ear's quota of silver 
.sales, 73 million ounces, is to provido for additional 
rupee eon v? ivion of saved rupees. 

(x) Tho second illustration of this mathematically 
precise adjustment has to do with tho estimated pro- 
ceeds from the sales of silver. Two hundred croix-a 
iniiFt he sold in n period of 10 years at the iato 
of 20 crores a year at not less than 24 penco an 
ounce. This schedule seems to he a vital and indis- 
pensable part of the scheme. In the succeeding testi- 
mony the matter of the price of silver will he enn- 
sidered in detail, hut the assumption that this 
amount nT silver can ho sold at this price, and that 
an absorption will continue regularly with this as 
tho minimum, injects into the proposal an element 
of .such disturbing uncertainty as to impair tho 
soundness of the plan. Some measure of uncertainty 
must attend a commodity sale, hut to make the 
success of the plan- indeed, to make the plan rely on 
it to the extent of breakdown, should the contrary 
he the case, is an exceedingly grave risk. 

fxi.) The eorond general point of criticism has to do 
with the matter of parity. Indian currency at 
prose nt. whatever criticism may he directed against 
it, has tho virtue of uniformity. Rupees and cur- 
rency notes are intereliangeahlo, and this fact pre- 
sents one of tho desirable olements in internal cur- 
rency. Tho proposed plan displaces a uniform or 
unified currency by a varied or vnriniratod currency. 
Different conditions seem to ho presented at different 
stages. ,\t. the inception of the project we are to 
have rupees and hank notes ultimately convertible 
into gold, hut for tho time, inconvortible. Tf they 
are converted into bars as rupees, then an additional 
gold demand is made, for which no provision had 
been made. At the second stage rupees will con- 
tinue in circulation, together with hank notes, and 
presumably some amount of gold coin ; but the hank 
notes are left in an ambiguous position in that their 
convertibility is to occur only at such times as gold 
provision therefor exists. Either an alternating 
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period of conversion and non-con version is presented 
or a fur tlier accumulation of gold must be arranged 
or the metallic envoi- of the bank must be exposed. 
Finally, upon the completion of tlio project, rupees 
in largo amount are to remain in circulation of 
limited legal tender, together with hank notes con- 
vertihlo into gold, and an amount of gold coin. The 
question of preserving parity between constituents 
thus becomes an additional element of difficulty in 
the plan. A country circumstanced as India has 
quite enough l<» do in maintaining the gold 
•standard. Jf, in addition to the maintenance of the 
standard as such, there is the further problem of 
maintaining parity between the constituents of tho 
currency, an additional burden is assumed. This 
burden is real, whether it ho a formal provision of 
tho sy.slcm or whether it he only a policy; T mean 
to say tho gold standard implies the lUK-essil.v, 
whether it ho set forth in law or merely in adminis- 
tration, that the constituents of the currency bo 
maintained at parity. The existence of this great 
slock of 150 crons <»l* rupees of limited legal tender 
quality practically leaves India with a vast supply 
of subsidiary or token currency. The ordinary 
principle of token currency. The ordinary ab- 
sorb only an amount adjusted to its requirements. 
If morn than this amount is present it is ordinarily 
redeemed by the Government. If it is not redeemed it 
inevitably goes to discount. So either the amount 
must he not in excess of tho ahsorhtive power for 
this limited legal tender currency or a condition of 
disturbed parity exists, imposing upon the Govern- 
ment the necessity for maintaining convertibility 
between tho const! I limit elements of its currency. 

(xii.) The third comment lias t.o do with the factor 
of costliness. One of tho penalties of n gold standard 
with gold in circulation as against a gold exchange 
standard is its greater cost. Hut India presents a 
further factor. Tin? passage to a gold standard with 
gold circulation involves not only the uso of a more 
costly money material hut drags with it the necessity 
of converting into this costly material a great mass 
of non-circulating money. The plan estimates the 
annual cost during the transition as 1 1} mores; 
thereafter, ns one crore. Here again these estimates 
have doubtless been prepared with care, and I cannot 
question them. Hut no allowance is made for tha 
possibility of further and intermediate borrowings. 
If more gold is needed, or if silver falls below 2*1 d. 

and as I liavo stated those are imminently likely 
developments tho cost, of tho system would, of 
eourse, increase correspondingly. Hairing tho gold 
in the etirronry reserve to he used forthwith, and 
the realisation proceeds of the silver and the sale of 
securities in the cx< linage reserves no further 
resources seem to he available. Further borrowing 
would increase the cost, and would mean increased 
taxes or reduced expenditures. It is an indulgence 
which may be justified hut for which a price must 
be paid. 

(xiii.) Finally, and perhaps the most important 
(‘ousideraiion, is the grave soeial injustice, un- 
recorded hut real, which the proposal threatens to 
impose upon a great pari of the people of India by 
a fall iu the world price of silver. If the fall ho as 
estimated to 24d., a great injury is done, uud if it 
falls holow, an even more severe injury is dono. 
This may affect the unredeemed rupees ultimately 
divested of full legal tender quality. There may he 
some question as to this consequence in view of the 
limited legal tender quality. But certainly no doubt 
exists with respect to the effect upon the great 
savings in uncoined silver, ft seems to mo that 
monetary discussion lias here permitted a term to 
fashion a concept. The use of tho word ** hoard ” 
as applied to theso stores of uncoined silver suggests 
an entirely different origin and purpose from that 
which seems correct. In reality they are savings 
which owe their form to immemorial tradition and 
practice. They are savings accumulated at the cost 
of denial and sacrifice and intended, as tho savings 
of other peoples to meet contingencies of illness, old 


age or economic pressure. The gravity of a proposal 
which would further encroach upon the purchasing 
power ol' those savings, already injured by the rise 
in prices, presents itself to tho Western mind aB 
akin to the injuries brought about by war ami post- 
war price inllnt ion and the depreciation of pur- 
chasing power of tho monetary unit. In the matter 
of savings hank deposits tho cruelty inflicted upon 
a great body of Lhe population at finding that tho 
neciiinula Lions brought together over a term of years 
and designed definitely for relief or support havo 
been cut into by a third or a half, as it were by 
an unseen hand, develops a resentment which, in 
my country at least, has been profound and bitter. 
Jl may he proposed to raise the domestic price of 
silver above tho world price by an import duty, 
assuming that tho domestic demand continues and 
that no further release from the domestic store of 
silver occurs; but I submit that this maBkB or post- 
pones tho injustice hut docs not lessen it. The 
Indian purchasers of silver would bo buying silver 
at the world price plus the import duty, and tho 
fiction encouraged of an artificial value in the way 
of an Indian price as compared with the real value 
represented by a world price. If import, duties 
should go to tho extent of prohibition, tho same 
* ••millions would bu established with the added 
difficulties of attempting to exclude a valuable metal 
from a wide frontier. 

(xiv.) I come now to my final criterion — tho prac- 
ticability of tho proposal. This, after all, is the 
determining consideration. Timeliness and sound- 
ness may, aL cost, he neglected, hut not practica- 
bility. Within the limits of prudent action it seems 
to mo that this plan, or any related proposal call- 
ing for a large immediate supply of gold, is not 
practicable. Fifteen millions sterling are required 
at the inception of tho plan and 35 millions additional 
within tho first year. These amounts must ho 
assured, together with some more or less undefined 
commitment as to such further aid ns may be 
necessary because of under-eslimato— nil of this 
within the first year. Tho possibility of securing 
such an amount of gold entirely independent of tho 
United States may be dismissed. Tho United States 
must figure in it to a greater or less degree, either 
as the direct source or as tho indirect source from 
which a substantial part of this 50 millions sterling 
must be secured. Indirectly it involves the idea 
of securing gold, in the first instance, from other 
quartors with ultimate incidence upon the United 
•States. The penalties and the burdens of this 
procedure will he discussed by Governor Strong and 
Professor Sprague, and I will not refer to them. 
As a mnttor of fact, the direct provision by the 
United States of a substantial part of the gold 
required seems to havo been clearly designed. Tho 
questionnaire suggests that 23 millions sterling 
should ut tho outset ho provided by London and 
150 million dollars by New York. This is probably 
a minimum and without any expectation \hab 
London’s quota would bo transferred indirectly to 
New York. The plan thus seems absolutely con- 
ditional upon a large eredit in the United States; 
and, secondly, upon this credit being realised in 
gold. First as to eredit supply. The events of tho 
last 10 years have made the United States in a 
new sense a centre of capital supply, but it is in 
no senso an over-supply. The domestic requirements 
of tho United States aro large and increasing. Tho 
demands of partly vacated markets are urgent— 
South America and elsewhere. The capital needed 
for European restoration and developxnout is very 
great. These constitute claimants which are entirely 
in excess of tho available fund of capital in tho 
United States seeking investment. The policy has, 
accordingly, doveloped, even though it may not have 
boon crystallised into a formula, and is always 
subject to departure by tho ambitions of competitive 
banking, that advances of capital ought to be made 
by tho United States for productive pur po ses-— 
restoration and development; that in a rough way 
they should be allocated; that is, the entire series 
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of claimants should bo kept in mind, and, finally, 
that tlioy should not bo overtly disadvantageous to 
tho United States. The first and second considera- 
tions I need nol discuss, but the third is all- 
important. Tho interest of the silver-producing 
industries in tho matter has been referred to, and 
will be fully developed by those who are to follow 
me. Might I only say that the silver-producing 
industries nro not to he dismissed as the silver 
interest of a generation ago. It involves no clique 
of rapacious monopolists. It is an extensive, highly 
organised group ol industries embracing almost (lie 
whole rango of lion-ferrous metal produetiou 
extending over an important area of the United 
States, with much influence and with strong legis 
lative representation, it involves a wide distribu- 
tion of securities extensively owned by individuals 
and in.sti Lutioiis, and its relnliou to public sentiment 
is not that of a monopolistic group, but of a valued 
and highly regarded phase of American productive 
energy. No administration, T believe, could res id 
public out co against an Indian credit which , i 
the first place, would seem not to tit into I be 
programme of productive use of American capil.il 
anil which would he interpreted as hostile, perhaps 
fatal, to a great Atmriean industry a fieri mg a wide 
area. That., Sir, is presented to ,\oii as merely an 
expression of opinion, and the evidence and warrant 
therefor will he developed by those who follow mu. 
There is danger nob only in the failure of such an 
attempt, hut in tho wider consequences in the form 
of a discouragement of, or even an outright 
prohibition of, furl her foreign flotations. Such 
possibilities may very well disturb those wlm believe 
in tho opportunities and responsibilities of American 
capital in world restoration. 

(xv). The foregoing lakes on greater forco in tho 
light of the fact that the proposed credits are to 
ho realised in gold. Ilerc, again, there is danger of 
misapprehension ns to an excessive gold supply in 
Lhe United States. At tlio beginning of the War 
there was a mobilisnlion of reserves in the United 
States. Tho War and the post- War developments 
brought a great flow of gold into the United States, 
and for a time gold inflation and price inflation 
were upon us and further effects of this kind were 
threatened. But tho policies of tho Federal Reserve 
Board developed to meet the situation, and the gold 
supply of the United States is now definitely in- 
tegrated into our currency system. Moreover the 
United States is prepared to meet the contingency 
of a further influx without anything of that neces- 
sity of yielding to the compulsion of a gold flood 
which has been so vehemently sot forth in economic 
quarters in this country. Now with this process of 
setting our house in order, has developed a doctrine 
of what might bo certainly described as “ trustee- 
ship. M Jl is not a matter of public expression per- 
haps, hut is in a way !he purposo of those responsible 
for financial administration, namely, that this gold 
is to ho retained by tho United States at the expense 
that it entails until it can be used for the purpose 
of restoration and development of a post-War w T orld. 
I am not connected with the Federal Reserve System, 
and can perhaps express an opinion with greater 
freedom than those wdio aro to follow me. This 
opinion is that even if tho Federal Reserve System 
were so disposed (which I feel confident it is not) 
public opinion would resent, and Government would 
discourage, any diversion of gold from tho United 
States for a purpose which is contrary to trustee- 
ship, and which is disadvantageous — or would be so 
regarded — to the people of India, and which is hurt- 
ful to the United States. 

(xvi) My statement should end at this point. I 
hope it may not be deemed gratuitous if I add a 
final sentence* American economic opinion has tho 

Summary of Rhports Submitted bt Mr. 

Any estimates which may be made as to the effects 
of the proposal submitted -would appear to rest 
upon an anlysis of silver consumption and produc- 
tion. Effects on price and production depend upon 


deepest sympathy with tho purpose of the people of 
India to provide themselves with a stahle monotary 
system. It believes that Ibis purpose can bo realised 
in a currency plan for India fashioned in accord 
with its historic background, its social life, its busi- 
iif.-vs habits and, above all, designed to conserve tho 
economic wellbeing of its people. It hopes that this 
i*nl<*rprisi* will lie vent u rod at a lime which will 
enable India to contribute her part- to Iho return 
of world stability, instead of perhaps delaying it. It 
desires that no at tempt should he made of a kind 
foredoomed to failure, by reliances upon what must 
1m* regarded as impossible elements. Such ail under- 
taking American economists, if L may veil turn to 
speak for them, will not only admire hut in their 
small way will endeavour to aid in bringing about 

15,233. Rrofe.ssor Hollander, we arc very much 
indebted to von for your lucid and comprehensive 
statement. If I may, I would propose to deal with 
it in the saiMo way as Mr. Strong’s opening observa- 
tion, namely, lo take the opportunity of considering 
it when the transcript is circulated in order to ascer- 
tain whether there are any points which I or my 
colleagues might like lo ask you further lo explain. 

I think it would he most convenient to yourself, and 
most profitable to ourselves, if we had that oppor- 
tunity before we go into any matters which may seem 
to call for further exposition. Would that ho con- 
venient to you? Entirely so. 

15,2'Vi. Then perhaps we may now proceed to the 
development of the evidence in chief. I understand 
that it will now* he convenient to ask Professor 
Sprague lo deal with some of those questions which 
have been put before you in the questionnaire. L 
understand, Profiv-sor Sprague, that you desire to 
suggest a. different order from that in which we 
put the questions?- (I)r. Sprague.) T should prefer 
to take up tho questions relating to silver before 
taking up those relating U> gold. 

15, 235. If you please. Let me add also that these 
questions are drafted in order to give the fullest 
opportunity to anybody who is considering the 
matter to express his opinions on such aspects ol 
the question as lie thinks would ho to t lies best 
advantage. Therefore I do not want to take you 
into any questions with which you cannot deal with 
advantage? May I suggest, as a preliminary that 
it might perhaps he an advantage, for the purposes 
,.** vt'iir reeoids, that there should he read a summary 
statement of tho reports of our two technical 
advisers relating to silver. I think th.iL would 
facilitate the understanding of what T may say ?n 
reply to the various questions relating to silver, and 
would proha My enable me to make my st atement ill 
a much shorter compass. 

15,2‘fO. Yes; theft? arc the statements to which 
Mr. Strong referred in his opening?— Yes. Wo have 
a summary of those statements which w r c dmuld liko 
to hn vo read and inserted in the record at this stage. 

15,2:17. I think that would bo very useful indeed, 
and would bring our minds to the subject? -Perhaps 
you will allow' Mr. Warren to read tlm summary. 
(Mr. Strong.) This summary has necessitated the 
use of Mono Tables and ('harts which cannot very 
well bo read, mid if there are any questions in 
regard to the Tables to which Mr. Warren will 
refer wo can answer those as the statement is being 
read. 

15,2fl8. (Mr. Warren .) (i) These arc summary results 
prepared by Dr. W. Randolph Burgess of the Federal 
Reserve Bank of Now' York and hasod upon tlm 
separate reports* submitted by Mr. Arthur Notman 
and (Viptain IT. A. O. Jewison which were referred 
to in Mr. Strong's introductory statement. This is 
merely a summary of tho detailed findings of those 
tw'O reports. • 

Arthur Notman and Captain H. A. 0. Jenison. 

the nature and elasticity of consumption and pro- 
duction. 

* See Appendices Non. 87 uud 88. 
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TABLE 8. 

Estimated Silver Consumption. 

(In millions of fine ounces). 

(Not export). 

Year. China. India. ' England. I France. [(Germany. Belgium, j U.N. ' Other. Product 


1900 



49 

2 

MM 

1901 

... 

— 

39 

4 

j 

1902 


— 

43 

9 


1903 

aB1 

— 

79 

11 

7 

1904 

Bil 

— 

74 

13 

_ 

1905 

... 

— 

84 

13 

1 

1906 


— 

118 

1L 

— 

1907 


— 

98 

7 

40 

1908 


— 

74 

28 

— 

1909 


— 

61 

9 

6 

1910 

... 

26 

55 

-27 

— 

1911 


46 

32 

24 

19 

1912 


23 

91 

13 


1913 

|M 

41 

71 

13 

10 

1914 

|M 

— 17 

! 56 

-10 

— 

1915 

## # 

—22 

33 

-29 

20 

1916 

|f| 

—35 

92 

—20 

19 

1917 

M| 

-26 

75 

— 

15 

1918 

... 

29 

137 

— 

6 

1919 


65 

71 

— 

9 

1920 


113 

; 4 

4 

-- 

1921 


40 

i 51 

9 

— 

1922 


18 

| 68 

18 

8 

1923 

Ml 

76 

; 93 

12 

11 

1924 

... 

32 

1 87 

- 9 

11 

1925 

... 

— 

! 142 


I 

Sources 

. 






China: 1900-1910.- Omimerco Reports (supple- 
ment), No. 140; 1910-24, League of Nations, Balance 
of Payments, 1910-24, vol. II. 

India: 1900-l<)18.-fltatistics British India, ninth 
issue, vol. JI ; 1918-24, Bureau of Metal Statistics. 

England: 1900-1920- Cold and Silver Inquiry, p. 
143; 1924-25, Trade and Navigation, Sec. 1925, p. 
255. 

France : 1900-1923.- Cold and Silver Inquiry, p. 
150, 1924, League of Nations. 

Gcrmani/: 1900-1910.- Statistical Abstract Foreign 
Countries,* No. 39, p. 97; 1910-24, League of Nations, 
Balance of Payments. 

Belgium : 1900-1910.— European Currency and 

Finance, Serial 9; 19*10-24, League of Nations Balaneu 
of Payments. 

United States.— Cold and Silver Inquiry, Sorial 3; 
Director of the Mint; American Bureau Metal 
Statistics. 

.World Traduction -. — American Bureau of Metal 
Statistics; Director of the Mint. 

Other— (World Production)— <Net Imports), (Net 
Exports). 

(ii) Sliver Consumption. -As the table of silver 
consumption indicates, India is by far the largest of 
the world’s consumers of silver, and in recent years 
has taken between one- third and one-half of tho 
total world’s production of silver. Tho next largest 
consumers are the United States, China and France, 
and the balance of the world’s consumption is widely 
scattered among different nations. 

(iii) An important factor in the consumption of 
silver in reoent years has been the reduction in the 
amount of silver used for monetary pur]>oHes, as is 
indicated by the following list of recent evonts: — 

1917— Costa Rica— Reduced silver content in 
pieces of 1/2, 1/4, 1/10 and 1/20 colonos 
from 0*900 to 0*500, and provided for new 
coins of the stipulated parity. 

1918 and 1920 — Straits Settlements.— In 1918, 5, 
10 and 20 cont coins reduced from 0*600 
to 5*400, and in 1920 the dollar and 50 
cent pieces wore reduced from 0*900 to 
5*500 fineness. 


2 4 — i 117 174 

2 1 129 173 

1 1 — 109 193 

•1 2 — 09 10K 

•3 1 — 70 104 

•3 2 — 72 172 

•1 8 — 28 i 100 

1 II — 27 i 181 

1 8 ~ 92 203 

5 0 - 125 212 

3 10 ! 119 I 222 

4 13 — i 88 220 

2 30 ! 72 i 231 

2 39 j 31 210 

— — 25 ! 118 172 

— — 24 147 I 173 

— — 23 102 181 

— — 28 95 | 187 

—00 98 | 204 

— — —77 114 182 

— I 29 22 173 

— 1 47 21 172 

— 1 48 ! 23 214 

■4 3 49 2 240 

7 7 53 51 239 

240 

1919 Chile.-- Reduced li non css of peso from 0-720 
to 0-500, and subsidiary coins from 0-450 
to 0-400. 

1919 — Mejrico. — Reduced fineness of peso from 
0-9027 to 0*720, and subsidiary coins from 
■800 to *720. 

1919-- -Netherlands* — Fineness of 1 1/2 guilder 

piece reduced from 0-945 to 0*720. 

1919 — Ceylon. — Fineness of subsidiary pieces was 

reduced from 0*800 to 0-550. 

1919 i'anada. — Reduced fineness of silver coins 
from 0*925 to 0*800. 

1920 — Great Britain . — Fineness of silver coins cur- 

rent in United Kingdom and other parU 
of His Majesty’s Dominions reduced from 
0-925 to 0*500. 

1920 — Siam. Law of 1919 reduced fineness of sub- 
sidiary silver coins from 0*800 to 0*050. A 
later reduction to 0*500 was repealed, und 
in August, 1J20, the fineness of 0-050 
restored. 

1922 d'eru . — New silver coins of 1 sol and 50 
ccntavas wero authorised with reduced 
silver content. They contain 50 per coni, 
of silver, 40 per cent, of copper and 10 per 
cent, nickel, whereas tlio former silver 
coins, now withdrawn, wore of 0*900 fine- 
ness. 

1929 French Indo-China . — Piaster remains at 
0-900 fineness, but subsidiary coins (20 and 
10 cent pieces) have been reduced from 
0*8.35 to 0-680. 

1922- Japan. -Fineness of subsidiary silver coins 
reduced from 0*800 to 0*720. In order to 
meet an earlier shortage of subsidiary 
coins, fractional rates were issued in 
October, 1917. They are still in circulation, 
although tho announced plan of Govern- 
ment is to withdraw them entirely and 
restore silver and nickel coins to circula- 
tion. Toward this end over 40 million 
yen were issued from October, 1922 to 
March, 1923. 
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(iv) In recent years there has been some tendency 
to un increase in the industrial use of silver. A 
limited amount is being taken for use in the motion 
picture industry in the form of silver nitrate. This 
particular use of silver, however, is limited. The 
use of silverware might bo stimulated somewhat by 
a decrease in the price of silver, but in general the 
cost of the silver in such products is small compared 
with the cost of labour; so that tho amount of increase 
in consumption in this direction is limited. At pre- 
sent there does not appear to he any direction in 
which tho use of .silver would bo largely increased by 
a decrease in the price. 

(v) The present status of tho demand for silver 
may perhaps host be indicated by the rocont price 
movement. While production is at present at about 
tho same rate as before the war, prices have for a 
number of years been weak relative to the movement 
of prices of general commodities, as is shown by tho 
accompanying diagram, which compares tho average 
annual price of silver, taking 1 D 1 -i as llH) per cent., 
with the index for all commodities of the United 
States Department of Labour. There is also plotted 
on the same diagram the group index for farm pro- 
ducts, because that is a group of products tho price 
of which has been the occasion for much discussion 


A. Computed from the Mint price. 

11. Computed from I he price as reported by the 
Director of the U.S. Mint. 

(! C. Ah reported by the Jlureuu of Labor Statistics, U.S. 
Department of Labor. 


PER CENT 



Prim hid hr* of (Sold, Sifnr, Form Fmdmlx and All 
Ct mini od itii' a in the. United Stoic*) hosed on 1 1 1 () in 

im 

l'.HJJi 192ft. 


because it has been low relative to other prices. Tho 
chart indicates that the price of silvor has been low 
not only relative to all commodities, but low relative 
to farm products as well, and the present price of 
si I * or is only 13 per cent, higher than in 1913 and 
about the same as in 1906 and 1907. 

(vi) Silver Production . — The second possibility is 
that a reduction in the demand for silver atid an 
innen.se in the available supply might be accom- 
panied by sufficient elasticity in . the production to 
prevent too serious a price decline. It is necessary, 
iherefore, to proceed to an examination of the 
world's production. 

(vii) Of the 2-10 million line ounces of silver pro- 
duced in 1925, 17G million, or 73 per cent., were pro- 
duced in North America. The balance of production 
i-i .scattered widely throughout the rest of tho world. 
’I he only detailed cm$L statistics available are for tho 
North American companies, a large proportion of 
which are owned largely in tho United States. 

(viiij Two sources of information are available for 
tho purpose of this report: (1) The statements of the 
companies producing silver, published in their 
annual reports or in the Year jtonk of the American 
Huron ii of Metal Statistics or other hand hooks; 
and (2) a set of confidential reports on costa, which 
wero submitted by the principal producers to tho 
United States SenaLo Commission of Gold and Silvor 
Inquiry, appointed in 1923. 

(ix) A study of the published statements of the 
individual concerns has been inode by Mr. Arthur 
Notman, Mining Engineer and Geologist, and his 
report is attached. An independent study of the 
confidential data submitted to tho Senate Commis- 
sion has been made by Air. H. A. 0. Jenuton, 
formerly export for that commission, and now Con- 
sulting Mining Engineer for tho Guaranty Trust 
Company of New York, and his report is also 
attached. In his report it has been necessary to 
conceal tho names of tho companies because the data 
wero obtained under conditions that they would be 
l i.pt confidential. No summary of these data has 
horelolore been available. 

(x) For a detailed study of the effects on the 
mining industry in tho United States, Mexico and 
Canada, reference may be mado to these reports, 
but l heir findings may he summarised briefly here. 

(xi) Tho nature of silver production ; n Iho United 
States is shown in the following table* and diagram. 
About one-third of the production is from dry and 
siliceous ores, tho major product of which is silver, 
although there is also a by-product of gold which is 
an important elejnent in tho yield of a number of 
Iho mines. The other two-thirds of tho country’s 
silver production is a by-product of the mining of 
copper and lead, with tho exception of about Cl 
million ounces, which is derived.from nine ores and 
complex ores. No such precise division of produc- 
tion into types is available for the silver produced 
elsewhere in tlio world than in the United States, 
but it may reasonably be assumed that the pro- 
duction in Mexico shows a somewhat similar distri- 
bution between types. The effects of price changes 
on silver production under three classifications may 
be commented upon as follows: — 


* The table in not reproduced hero, but is printed as Table 1 to 
Appendix No. 88. 
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PererHhi/ffS of Mine Production of Silver in the. United 
Slntes derived from Princifnil Chtssrs of Ores, 

1914 1924. 


(xii ) m Ury and Siliceous Ores . — For the principal 
companies producing silver from dry ami siliceous 
ores in tho United States, Canada, Central America 
and Mexico, the cost of producing silver ranges irom 
21 to 58 cents an ounce, before making any allowance 
for bond interest and depletion. We may reasonably 
assume that these silver producers would continue 
production at about the present rate until tho price 
of silver was vory close to the cost of mining it, 
evon before bond interest and depletion. There is 
a large amount of money invested in these mines and 
abandoning thorn would be very expensive, so that 
they would probahly bo operated, evon at a slight 
loss, for a number of years. On this assumption 
theso producers would continue to produce about tho 
same amount of silver until tho price fell to some- 
thing liko 50 cents. At that point about 16 per cent, 
of the production would booome unprofitable. From 
that point downward a rapidly increasing proportion 
of the mines would become unprofitable about as 
follows : — 


Price of silver. 
50 cents .. 
33* „ .. 

10 


Output unprofitable. 
16 per cent. 


80 

100 


n 


Tt would still remain true that a number of these 
companies whose operations were unprofitable might 
continue to produce silver for some years, although 
the restriction of operations would probably begin 
as Boon as the price became unprofitable. The pro- 
cess would be an immediate curtailment of profits, 


followed by a gradual decrease in production, with 
iicrom panyi ng u nemploy men fc. 

(xiii) Copper-Silver Ores . — About three quarters 
of the total production of silver in tho western 
hemisphere is a by-product of the production of 
copper, lead and /inc, and mostly of copper and lead. 
In the case of tho copper industry, about 40 per cent, 
of the total production of copper in the United 
States, and probably in the world as well, has n sub- 
stantial by-product, of silver; the other GO per cent, 
of tin* copper industry is practically independent of 
silver. Concerning the 40 per cent, of tho copper 
industry in the United Slates which produces by- 
product silver, the statement may be made broadly 
that the entire net income (before bond interest and 
depletion) of this group is almost exactly equivalent 
to the return on their by-product, silver. If tho 
silver were unsaleable all of the net income of this 
group of mines would In* eliminated. As the price 
of «i her is reduced their profits are reduced in pro- 
portion, if tho prioo of copper is constant. There is, 
however, a considerable variation between the costs 
of individual mines in this group. There are for- 
tunately available complete figures for the produc- 
tion costs of this 40 per emit., of the copper produc- 
tion in tho United States. The following table shows 
the percentage of silver production in this group 
which would become unprofitable at successive reduc- 
tions in the price of silver, assuming a constant price 
of copper : — 


Price of silver. 
50 cents 
33} „ 

10 „ .. 


Output unprofitable. 
26 per cent. 


80 

87 


i» 

it 


With silver at 33 cents an ounce and with copper at 
its present price, the return for this whole group of 
mines would he only $5,000,000 a year on an invest- 
ment of 600 to 700 million dollars, or about *8 per 
cent.., and tho profits of most of tho producers would 
In* completely wiped out. The delailed figures for 
these results are given in tho reports by Mr. Notnoan 
and Mr. Jenison. Since vory large amounts of 
capital arc tied up in the copper mines producing 
a largo by-product of silver, it seems probable that 
tin* mines would continue to be worked for some 
years, even with minimum profits, rather than being 
abandoned completely. Tin* tendency would b«* for 
production to be gradually reduced as extraction 
became limited to high-grade ores. The probable 
outcome would he that as the price of silver decreased 
and certain of tin 1 copper mines gradually reduced 
their production, that as a consequence tho prico of 
copper would he somewhat increased. An increase 
of 2 cents per pound would he required to make the 
present, production of copper profitable, with 30 cent 
silver. With such a rise in the price of copper, 
however, there would be a change in tho distribution 
of copper production, which is difficult to predict. 
Probably some of the copper mines with a consider 
able dependence upon silver would be shut down and 
other mines would expand their production of copper. 
The closing of some of the marginal copper-silver 
mines would result in a failure to recover investments 
of perhaps GOO or 700 million dollars. There would 
also he some .shifting in copper production from the 
I'm i ted States to other countries. 

(xiv) Lead-silver Ores . — The effects on production 
from lead-silver ores of a decrease in the prico of 
silver would he similar in nature to the effect on pro- 
duction from copper-silver ores, but tho effects would 
be larger. For the percentage of the lead industry 
which is in considerable measure depending on silver 
is 50 or 60 per cent, of tho total lead production as 
compared with a dependence of 40 per cent, in the 
case of copper. Moreover, the silver credit in mining 
lead is a more important element than in the case of 
copper. For a group of 10 principal producers of 
lead the total net return, before bond interest and 
depletion, for the two years 1923 and 1924 was 
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$35,800,000, whereas the silver credit from this load 
was $56,000,000. That is, without the silver credit 
not only would the entire net income of these com- 
panies be eliminated, but they would have been 
operating at a loss of 20 million dollars for the two 
years. Those particular concerns in the two years 
produced 85 million ounces of silver, or one-sixth of 
the world’s output of silver. The percentage of out- 
put becoming unprofitable at different prices for 


silver is as follows : — 


Price. 

Unprofitable output. 

50 cents 

... 28 p<*r cent. 

33| „ 

36 „ 

10 „ 

75 „ 


It is clear that as the price of silver began to he 
reduced certain of the load-silver mines would begin 
to curtail operations, but the present demand for 
lead is so good, and the prospective supply so limited, 
that tho consrqticnco would almost surely ho an 
increase in the price of lead to compensate for the 
diminished silver return; so that the lead minus 
would contiuuo to produce silver in something 
approximating the present quantity. 

(xv) Complex. mid Zinc Ores. The amount of 
silver produced in complex and zinc ores is now 
small, and is subject to similar considerations *o 
those which have been cited above. Through the lire 
of the new metallurgical processes these ores are 
becoming a more important sou rev of the base metals. 
Experimentation in this direction has toon facilitated 
by considerable silver credits. 

(xvi) Summary of Effects on Silver Production . — 
It seema clear that because of tho large amounts of 
funds now i lives Led in silver, copper and lead mines, 
and the technical difficulties in closing and re opening 
mines, that production would ho sluggish in reflecting 
changes in the demand for silver. This means that 
tho production of silver is comparatively inelastic, 
and that the displacement between production and 
consumption, which tho proposals submitted involve, 
would moan a drastic revision in price as the first 
consequence of the inauguration of the plan. It 
Kocms probahlo that the price would go as low as 
30 cents, and possibly that it would go still lower. 
As the price continued at or below 30 cents certain 
of tho mines producing silver alone, or silver with 
small quantities of gold, would gradually diminish 
production. Similarly, there might be some reduc- 
tion in the amount of silver produced from copper 
and lend ores, but this reduction won hi he so slow 
and so small, ns it was partly compensated for by 
increases in. tho prices of copi>er and lead, ns to offer 
no impediment to a rapid niul sustaining fall in the 
price of silver. The following summary table* has 
been prepared to give a comprehensive view of tho 
amount of silver production from all sources whicli 
would become unprofitable at successive price reduc- 
tions in silver. 

Probable Percentage of Silver Production of the 
Wwld made Unprofitable by Successful Decreases 
in the Price of Silver. 


Price of 
Silver. 

Dry mid 
♦Siliceous 
Ores. 

! Copprr- 
! Silver Ores. 

i i 

Load-Silver 

Ores. 

c./oz. 


i 

i 

i 

50 

16 

20 | 

28 

33* 

80 

HO ! 

36 

10 

100 

87 j 

7ft 


* This talilo appear® also ah Table 11 to Mr. Jeuinon's tncniur- 
andtira (see App. No. 88.). 


Probable tSilver Production of the World made 
Unprofitable by Successive Decreases in the Price 
of Silver. 

Millions of Ounces Fine. 


Price of 
Silver. 

Dry :md 
Siliceous 
Ores. 

(Nipper- 
Silver ( Ires. 

1 

Lead-Silver 

Ores. 

Total. 

c./oz. 




47 

50 

1ft 

13 

19 

33* 

75 

10 

25 

140 

10 

94 

44 

52 

190 


Total World’s Production 240 

Total Silver Accounted for ... 220 


The table in an estimate, and involves tw'o primary 
assumptions: (1) that the concerns for which it has 
been possible to obtain data (which include all the 
important producers in the United Stales and many 
of the large producers in Mexico, South America and 
Canada) are typical of production in the Western 
hemisphere; and (2) that tho comparatively small 
amounts of silver produced in other parts of tho 
world than tho Western hemisphere would not 
materially alter tho relations of silver credits to total 
mine income. The figures which it lias been possible 
to secure for mines in other parts of the world 
support this assumption. 

(xvii) Summary of Silver Effects . — 

1. It is probable that the prico of silver would 
ho at least cut in half if tho proposal wore put 
into effect. 

2. This would appear to mako it difficult, if 
not impossible, for India to market her silver 
at a price sufficient to obtain the gold required 
to redeem the rupees presented for redemption. 

3. Tho vast store of unminted silver in Indian 
savings would have its purchasing power cut 
in half. 

■I. The silver mining industry in the United 
Stales, Mexico and Canada would have iLs profit* 
greatly lodneod, and a number of tho mines 
would have to he abandoned in lime. 

5. The copper and load industries would incur 
serious losses in profits; tho price of copper and 
lead would probably increase; and thoro would 
bo costly shills in production. 

0. Tho monetary situation in China and other 
silver standard countries would he seriously dis- 
turbed. 

15.239. (Chairman.) It appears that the invaluable 
summary to which w r o have just listened contains tho 
answers to the first three questions? -(Dr. Sprague.) 
Them is one statement whirh I should wish to make 
about Question 1. In that question the enquiry is 
raised as to what w r ouhl he tho probable course of 
silver prices in the event of no change in tho uur- 
icucy arrangements of India. The summary just 
read relate* primarily to the group of questions 
under 2. 

15.240. That is soP — The summary, however, does 
indicate that both tho demand for silver and its 
supply do not tend to be subject to any influences 
which might be expected to bring about a decided 
change in its price in tho absence of any change in 
Indian requirements. I mention this because of 
the particular experience of India and other countries 
in 1919 and 1920, when the price of silver advanced 
1o an extraordinarily high figure, to such a point that 
the value of tlio metallic content of many' silver 
coins was in excess of its coinage value. It doog not 
appear to mo that thore is tho slightest prospect of 
any such situation in the future, and that in shap- 
ing monetary policy it is not necessary to ’take such 
a contingency into account. Of course, if one is to 
attempt to devise a currency system which will meet 
the shock of another world war, then this is a matter 
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which might require consideration; but I do nob con- 
sider that it is practicable to devise a currency system 
which can withstand a world war. It is only worth 
while to develop currency arrangements which will 
work satisfactorily on the assumption that wo arc 
to havo a peaceful world in tho future. Therefore, 
l think that you may disregard tho possibility of 
ail advance, in the price of silver to, say, 4ftd. a 
ounce in -formulating your monetary arrangements. 

15,241. Wo have had put. before us the following 
considerations: that there is no special reason why 
the rise and fall in the price <»f silver should not 
follow' the gencial rise and fall in the price of other 
commodities arid he co-ordinated to that rise and fall. 
In fact, silver has not risen in price in recent years 

10 tin; same extent .*.s other con.nndil ic« havo risen. 
It is said there is in this .sumo reason to suppose tint 
the price of silver is more likely to rise than to 
fall. l)o you sec any force in that eon ie lit ion P — 
I see lit lie reason for anticipating a rise. L think 
it might bo added that the. same statement, niigli* 
be made of any one of the scores or hundreds of erim- 
niodilics, the prices of which are used in determining 
the juice of silver. Kadi commodity is subject to 
particular influences which affect its price as well *s 
to the general influences that may l»e afl’citing all 
prices in a given direction. If one were to select 
at- haphazard pig-iron, cotton, or coal, or tea anil 
jute, and silver, mic would And a dispersion of prices, 
some of them above and Koine of them below our 
average pr ; ce level. In other word-'. I at Inch in, 
significance as regards I lie future course of silver 
prices to I In* fact that I hey happen to lie l»e!o«v 
rather than nhov*- the general juice level as wo find 

11 in different countries at the present time. 

15,212. Eliminating Indian conditions, you are 

unahlo to specify any fore; enable Kit-nation such a.s 
might increase Hie demand for silver in respect of 
tho world supply? I know of none. (:tfr. Strong.) 
May it not, be that the position which by-product 
silver now occupies will almost certainly ensure that 
no such riso in value of silver would take place. 
8o largo a proportion of silver originates in these 
complex ores or is associated with copper and lead 
that a largo production of silver soojiik to be certain 
so long as tho world demand for lead and copper 
is a sustained one, and especially if there should he 
any rise in tho price of copper or lead. As j under- 
stand tho situation in lead production to-day, there 
is no great stock of lend in the world. There is no 
great expansion in the capacity of production, hut 
there has boon such a demand for lead that the 
price is substantially double what it- was a few years 
ago. A.s to the copper production and the very large 
by-product of silver associated with it, we arc 
witnessing in all parts of the world a vast develop- 
ment of electrical oulerpri e. In tho I'niled States, 
for example, they are now .experimenting with the 
transmission of electrical energy over great distances 
on high tension lines which are stepped up, 1 
lielieve, to 5-0.000 volts. The development of electri- 
cal science and industry would seem to point U> large 
demands for tho production of cojiper, and the in- 
evitable by-product of silver which would ho associa- 
ted with it. If the world is Lo recover a normal 
economic development, with tho shock of the war 
ended, I should rather look to tho price of silver to 
lie- pretty well ensured against any such spectacular 
advance as was brought- nlx>ut by the war. 

15,243. The circumstances Lo which you refer 
would no doubt tend to prevent tho supply of silver 
from falling off in sympathy with a diminished 
demand for silver. They would also tend lo produce, 
as you pointed out, an increase in the supply of 
silver irrespective of there being any increase in the 
demand therefor. Nevertheless, it is theoretically 
conceivable, is not it, that there might be such an 
increase in demand for silver, say, for new purposes, 
as to koep pace with it, and indeed, overtake the 
increase in the supply and thus tend to harden the 
market; though, us I understand from Professor 
Sprague’s reply, to the student of the future of 


silver it iB not possible to foroseo any such increase 
in tho demand for silver, either for existing pur- 
poses or for now purposes ?--(Dr. Spnujvc.) There 
is one uncertainty that <x-eiirs to me, a possible large 
development in tlui demand for silver in (fliina. I 
cannot think of any other sort of demand that 
might increase suddenly. One can imagine, with 
the development of Lho industrial arts, that new 
uses will be found for silver; but I .should imagine 
that those would manifest themselves in a slowly 
increasing demand. Whether there are jxissibilities 
at any time in the future, of a Midden increase in 
tin* (’hiuc.se demand, I am not in a position to 
express nil opinion; but that is tho only uncertainty 
as tu demand that occurs to lilt*. 

1 o,24-l. It has been suggested that there may Iks 
coining a possible increase in demand lor silver for the 
subsidiary coinages of the world, ami purLiciiiurly 
that, in Europe, countries which havo ridueod the 
silver content of their subsidiary coinage, or sub- 
stituted for it a coin ago of a baser metal, may prefer 
in tile future to increase tho silver con tout, or 
return to u silver coinage instead of a nickel coinage. 
Would that be a consideration which should lie 
taken into account ?— I should think that that was 
a demand that would develop slowly, inasmuch jib 
it would, after all, lie only a convenience demand. 
Ollier metals serve well enough for subsidiary 
coinage, though then* is undoubtedly some prefer- 
ence to return to the coins with which people were 
familiar .tears ago. Jiut 1 do not think that that 
is an urgent need. When one takes into account. 
I lie more urgent rc<|iiireiuoiiLs confronting these 
various countries, l should question what her such a 
change would come about in such a fashion that 
it would put pressure on tho silver market in tho 
direction of an intense demand tending to a rapid 
advance in prices Lo an\ thing like a lewl which 
would occasion inconvenience of tho typo developed 
in 1 ill it and VM). 

15,245 You ha\u been good enough to supplement 
the su miliary in so far on it contains information to 
assist- ns in reference to Question No. .1 . The .sum- 
mary niso contains in substance the answer to Ques- 
tion No. 2 — that is, the effect of the aetual proposals 
as to tho salo of silver upon the silver market of 
the world? Yes. 

15,2-1(1. Would you he so good as to supplement, in 
any regard which you may think fit, vvliat. has been 
sai< I in the .summary in that connect ion ? I think 
that the summary contains all that I had in mind 
regarding the questions grouped under 2 except 
undei (J)i ami, in fact, tho summary covers that, 
because it conies up in a subsequent question. I 
think 1 ma\ say 1 have nothing further to add 
under 2 J should prefer to defer tho answer to 4 
and go oil now to questions 5 and 0. 

15,247. 1 think from the summary wo ran readily 
obtain tho answers to Question 2 (a), (ft), (r), and 
(./), and that those to Questions 3 ami 4 are really 
deductions which wo can draw ourselves from tin* 
in alters of fact stated ill tho summary ? 3 and -1 

go together. 

15,212*. Those, f think, are simple deductions from 
tho information convoyed in the summary? Yes. 

15.249. We can make those deductions our selves, 
without crossing the t’s or dotting the is? — Yes. 

15.250. Coming to No. ft, what difference would 
tho imposition of a duty on the importation of silver 
into India make to the consequences which have 
hoi'll described?— I assume that the framer of the 
plan under examination anticipated that tho rupees 
to 1*5 wilhdrjiwn and sold ns silver bullion would 
lie Mild in India and not placid upon the markets 
of the world, since the amount of silver to ho sold is 
not very ditfereul from the average amount of silver 
that has been imported into India in recent years. 
It was apparently also noted by tho framers of tho 
plan that possibly there might he a decline in the 
world price of silver below tho 24d. which it was 
desired to secure on the sale of silver derived from 
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the rupee. The question, therefore, presents itself 
whether iL would be possible to sell at 24d. a given 
amount of silver in India sheltered from competition 
by an import duty, or by a complete prohibition. 
1 do not think that it would be possible, by moans 
of an import duly or a prohibition, to sell any 
considerable amount of .silver in Indiu at n price 
appreciably different- from the world price, whatever 
that might happen to be. If the demand for silver 
in India were almost exclusively for purposes of 
ornament, and silver woro not acquired by the Indian 
people ns a store of vuluo, and as a means of saving, 
then it is quite possible that nu import duty or 
prohibition might maintain the price in India far 
uhove the world price. In other words, if the demand 
for silver in India for non-monetary purposes is 
analogous to the demand for silver in England for 
forks and spoons, then if you keop out the silver 
from tho rest of the world, you may maintain a 
higher price. But us L understand the matter, the 
demand for silver in indiu is a combined demand. 
Tho people buy silver as a store of value and for 
ornamental use, both uses being realised by many 
buyers, perhaps some buyers purchasing silver simply 
as a store of value and others, perhaps, buying it 
exclusively because of its attractiveness for orna- 
mental reasons. I do not pretend to be able to 
determine the relative weight of those two factors 
in the mind of the Indian purchasers of silver; hut 
if, as I believe to be the case, tho store of value 
consideration is importunt, then it seems to me 
altogether probable that, with the adoption of this 
plan, largo numbers of existing holders of uncoined 
silver who hold it as a store of value will conclude 
that tho time is a good one for shifting their silver 
store of value into a gold store of value; and I 
should expect that tho brokers representing tho 
Indian Government, in the sales of silver would find 
themselves subject to competition and growing 
competition from Dalian holders of uncoined silver 
desirous of unloading. If the price of silver in the 
world market were to remain at something like the 
present value of MOd. the ounce*, I should not bo 
surprised if tho Indian (government could sell its 
rupees. If the price declines to 24d., I think Llmi 
would shako the* confidence of the Indian people in 
silver as a store of vuluo; and if the price were, 
a.-s we believe probable, in the world market to go 
down to 15d. un ounce, 1 think it is wholly unlikely 
that the Indian Government could sell its rupees 
for anything more; and L am almost willing to go so 
far »8 to guess that tho decline in the price of 
silver might come more rapidly in India than else- 
where, and that you might find the prico of 15d. 
in India arriving before a 15d. price hud been 
reached in tho Loudou market. 

15,251. Tho next question is really putting, from 
another point of view, considerations to which we 
have already referred. The average annual importa- 
tion of silver into India for use in the arts, as 
ornaments, and for all purposes other than coinage, 
for the Inst five years was 81,000,000 fine ounces. 
Assuming that tho effect of tho proposals under 
consideration, with or without the imposition of an 
import duty, would ho substantially to reduce the 
importation of silver into India for these purposes, 
what differ enco would that circumstance nmko t»» 
the consequences which you have described in reply 
to Questions 1, 2 and above?— 1 have definitely 
assumed that importation would cease under the 
operations of this plan, because I do not believe 
it would he possible to market even an amount 
equivalent to the. proposed melting of rupees in India 
under the impact of a sharply declining price in 
the world market. If the price in the world marknt 
declines to anything like the extent that wo forecast, 
you will have consequent shrinkage in the Indian 
demand. If it does not decline, if the price remains 
at 30d. in the world market, in that caso tho import 
duty will he unnecessary. In other words, to 
summarise it, import duties and prohibitions are not 


devices upon which you cun rely fur putting this 
plan into effect. 

15,252. Insofar as tho demand for silver in India 
is based upon the utility of the metal os a store of 
value? — Quite so; that is ail element of uncertainty 
in my evidence, and I simply raise the question. 

15,258. Your answers, as I followed them, wore 
given upon tho assumption that tho demand must 
he looked upon as n complex demand, based in part 
perhaps, in judging nil individual case, on the pur- 
chase of silver as a store of value, and in part upon 
its commodity value for ornaments P- -Yes. 

15.254. You wore not attempting in your roply to 
Iry and analyse tint percentage, as between those 
two purposes of the desirability of the metal, in the 
mind of the individual Indian?- -I judge that this 
Commission is competent to attempt an answer to 
that — at least l leave it with you. 

15.255. Then taking No. 7, l expect wo may say 
that tile answer to No. 7 is also implicit in the facts 
which are given in the summary, and as amplified in 
your rerent statements? Yes. 

15,250. That again is a matter of simple doduction 
from tho facts which have been brought out by the 
HU in in ary and in your replies?— On this point 1 think 
we have gone as far into llie silver question as is 
necessary for tho presentation of what I have in 
mind to say relating to gold. 

15.257. 1 imagined that would he tho case. Before 
wo pass on, is it convenient for you to deal at this 
point with any supplementary questions which my 
colleagues may wish to ask on tho silver aspect? 
Perhaps we might clear up the silver aspect before 
we pass on to the gold aspect of tile question? — 
CVrtainly. 

15.258. (Sir Jirijinnld Maui.) There is only our 
point that 1 want to make clear. I think you have 
quoted I5d. as an absolute maximum price for silver? 
-—That was merely for illustrative purposes. I might 
have said 42d. or 48(1. It just happened to ho 45d. 
No particular significance attaches to that figure. 

15,251). Importance attaches in our minds to the 
figure of 48d., which in calculated to he the point 
*1 which a rale of exchange <>t Is. od. would bring 
the token value of tin* rupee on to the same level as 
the bullion value. If it rises above 48d. an oz., 
the bullion valuo would he greater than the token 
value at Is. (id. I only wanted to make sure that 
in your opinion a melting point of 18d. would pro- 
vide an absolutely safo margin against that con- 
tingency?- Yes; L would put it tin this way : if tho 
I* rice goes to 48d., I think it is quite as likely, 
or very nearly as likely, to go to 56d., or some other 
very high figure, and it Would ho tho result of in- 
fluences that none of us can foresee, that would 
presumably lie so extraordinary that Tndia and other 
countries would be obliged, and would ho in process 
of passing all sorts of measures to meet the situation. 
It will bo an emergency of a kind so improbable, 
ami tho nature of which is so uncertain that I do 
not think that one can possibly attempt to take 
account of it in legislation. 

15.260. {Sir Purshotamdas Thakwrdat.) You said 
there was no likelihood of any world war, and there- 
fore no likelihood of any of those dangers to which 
tho Indian currency system was exposed during tho 
last \\ar ?--Not quite that. I am not willing to 
commit myself to saying that there is no likelihood 
of a world war again, but I do commit myself to 
saying that another world war would be so catas- 
trophic in its consequences that I do not believe 
that in legislation in peace time wo can possibly 
take that contingency into account. If we have 
another world war all sorts of financial arrangements 
will break down for reasons which we cannot in any 
adequate way foresee and provide against. 

15.261. In view of the uncertainty of various 
factors in the world, and especially political factors, 
would it ho desirable for any Government to curtail 
its commitment, if any, to pay either gold or silver 
coins in exchange for its paper eurrency P— -I am not 
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guru of that. It would depond, I think, upon 
whether the Government, or whatever agency is con- 
cerned with currency, possesses the power and will 
to handle that currency in such a way that it will 
bo able to meet those commitments* If 1 may indi- 
cate what I mean, tho difference, for example, in a 
large way between a Government currency and a 
banking currency is that the bank possesses a cer- 
tain means of, and is subjoct to, certain influences 
which tend to keep things in equilibrium. Tho bank 
can take such measures as an advance in Llic dis- 
count rate if its reserves are being depleted; 
whereas, a Government, if it .supports a similar 
amount ol' currency with a gold or oilier reserve, 
has not that moans of so directly and delicately in- 
fluencing the situation. Again, a bank is less sub- 
ject to fiscal consideration than a Government. 
There is always a danger that a Government may 
mix its fiscal necessities with the management of 
the currency. But it in tho working of the currency 
in normal times, month by month and year by year, 
that seems to me to bo important rather than distant 
contingencies that may not over bo realised. If we 
havo a world war, whatever currency system or 
hanking system you have w 111 break down. 

16,202. Under such circumstances the commitments 
of Go\crnmcnt in virtue of its convertible paper 
havo to bo got over? -Yes. 

16 , 20 m. You have to make tho paper inconvertible: 

- Yes. 

15,201. I localise whether it is gold or silver in Use 
case oi any catastrophe, as a world war, either 
metal appreciates enormously in value even if then* 
are means of importing? - 'Ami in a world war. 
without doubt tho importation of gold ami tho im- 
portation of silver will ho subject to restrictions 
For example, if India had hud a fully working gold 
standard, established, say, in I'JUH, and it had been 
working smoothly and in a desirable fashion from 
the poinL of view of everybody for ]() years up to 
tho world war, its gold standard would liavo broken 
down* during tho world war. You would have had 
currency and credit difficulties, though nul perhaps 
of exactly the same kind as you did have; just as 
Sweden and Holland and various other countries hod 
their peculiar difficult ie*. You cannot develop any 
kind of system which can stand the impact of a world 
war. Just what tho impact would bo in one country 
as contrasted with another perhaps one cannot say; 
lmt I can conceive that most of the difficulties which 
did present themselves in India during the world 
war under its particular monetary system, would 
have boon experienced, or some other kind of clitfi- 
eulties quite as serious would havo boon experienced, 
under any other conceivable monetary system that 
might have boon in operation at the outbreak of 
tho War. In other words, if 1 may repeat myself, I 
might almost say it is desirable in framing a work- 
ing system for the years ahead to forgot tho world 
war experience because that is so special and so 
extraordinary. 

15,205. You said in reply to Sir Reginald Mailt 
that you named a figure of 45d. as a sort of casual 
figure, and that you attachtd no importance to that 
figure because you said if it went up to 45d. it 
might as well go up to 56d. or even GGd. Are you 
in a position to give us any indication as to the 
foreseeable fluctuations, say, within tho next 10 or 
15 years under tho ordinary normal peace conditions 
as you think tho world will develop into? -It would 
be my guess that tho price of silver will be, on tho 
whole, rutlior more stable than the price of tho 
general run of commodities, owing to the widely 
varying conditions under which it is produced, and 
also to tho rather varied uses which it lias. I should 
be inclined to guess an averago price not very 
different, but it might be perhaps a hit lower than 
the present prices rather than a higher average 
price; but I do not feel at nil confident in that. 

15,200. That is your general outlook about the 
price of silver; it would he round nbout the present 
level, which is 29d. or 30d. ?-~Yes ; assuming the 


continuance of Indian demand, and always bearing 
in mind the clement of uncertainty that 1 spoke of 
earlier, namely, tho possible Chinese demand, and us 
to that 1 am wholly in the dark. 

15.207. (Juyuj et\) One question on tho 
effects of import duty on silver. Kven if it suc- 
ceeded in keeping up the price of silver in India 
higher than abroad, that would not prevent the real 
national loss from the lowering of the value of silver 
in general. It would only transfer the loss from 
wand individuals who hold the silver now to others 
who bought it later? After tho 10 years, if tho 
Government had disposed of tho silver, shall W'O say 
successfully, at 24d., 1 should presume the Govern- 
ment would bo under au obligation to maintain tho 
price at something like that level permanently. It 
would have made a commitment to tho people in 
soiling its silver under the shelter of an import duty 
which tho Government, would not have made if them 
had been an open market iu silver, and the people 
had simply chosen to buy in a -high market. Hilt 
you (mmi I d not open India to importations of silver 
after 10 years if tho prim in the world murkot were 
ver> different from that at which the Government 
during those 10 years had succeeded in selling tho 
rupees. 

15.208. Lu other word the national loss would 
have been concentrated < a few parties. The loss 
which the nation should have homo as a result of 
that policy wool liaxe been concentrated oil the 
local consumers silver? -They would have been 
obliged to pay more for the silver than would have 
been the case if Government, bad sold it at a lower 
price, hub if the Government succeeds in maintaining 
the [nice of silver indefinitely at a specially high 
level, no particular cuiimiiiut or purchaser lose.'-, 
because be can sell to some other purchaser. 

15.2ii!». Thai would only occur if the duty was 
leinovcd?- Yes. 

15,2~ n - (Sir Manrchji I)a thth hoy.) lu discussing 
today the policy which India should adopt, as 
appears both from the summary of remarks on the 
silver question as well as from l)r. Hollander's 
evidence, some stress was laid oil tho desirability of 
maintaining the solidarity of the silver industry in 
America. IL was pointed out also that the influence 
of the silver-producing industries is not to be under 
rated, as the silver interests of America are now 
supported by well organised and influoutial capital 
as well as by public sentiment and strong legislation, 
hi the summary il was also pointed out that America 
would view with alarm any reduction in the use of 
silver for monetary purposes. I would like you to 
enlighten me a little further on this point. How 
does the silver industry of America stand on a 
different basis from the oil industry, or the coal in- 
dustry of America? L ain not sure that it does. 
This is only brought into the situation in connection 
with the proposals for a loan in the United States 
to secure the means of developing this plan. Now, 
if a proposal were brought forward iu the United 
States for raising a largo amount of capital fin* 
industrial purposes that might involve tho disappear- 
ance of some important American industry, iron, oil, 
or what not. I doubt whether that particular loss 
would he regarded with favour. It is simply that 
it is unlikely that that would he the case with re- 
gard to other industries because most of them arc 
engaged in producing something for which there is 
a growing demand with the growth of population and 
wealth. So that if it were a question of oil develop- 
ment in some foreign country 1 do not think exactly 
ilio same situation would present, itself, for we would 
feel that 10 or 20 years honeo there would 
1)0 a much larger demand for oil than at present. 
Hut hero you havo the case of an industry ns to 
which there is already a restricted demand for it* 
product, ami you are proposing something which 
greatly reduces that demand, not merely in India 
hut possibly elsewhere- -possibly in China. If tHis 
wore the only consideration involved— if it were 
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dearly evident that this was a plan of great im- 
portance to the people of India, enabling them to 
reali.se something in monetary stability and further 
their industrial development, and was the only moans 
of hringing that about, 1 think a very strong caso 
might he made in the United States among investors, 
and perhaps with the Government, for sacrificing 
tho silver industry. Tt is perhaps unfortunate to 
have introduced the silver problem at tho outset, for 
it is by no means our only consideration, since wo 
take definitely tho position that even if tho silver 
industry were not in question, and if we had no 
silver interests whatever, we <loiiht whether a loan 
for tho adoption of this particular plan would prove 
aeceptablo in the United States because of other 
quite distinctive monetary defects in the plan. That 
■will be brought out a little later. It has seemed 
desirable to present tho silver matter first, lieeaiise 
wo bad tho definite teehnienl material, and because 
1 should havo found it very difficult to set forth my 
views about tho other portions of the plan ill tho 
absence of a prior statement of its silver aspects. 
|'\ir example, since 1 take the view that probably the 
Indian Government might not be able to sell its rupees 
ill India for more than 15d., that modifies very much 
sonic of tho other features of the plan relating de- 
finitely to gold. If T further take the position that 
in the absence of further development of banking in 
India a complete gold standard with a gold currency 
will ho very damaging in its working daily opera- 
tions, I might reach the conclusion that a loan to 
further tho plan in the? United States was inadvisable, 
even though it had no effect whatever upon the silver 
situation. This silver matter is in a sense incidental. 

I am quite frank to say that in our first examination 
of the plan the silver factor figured very large; hut 
as we studied the plan more in detail and considered 
how v\e thought- it would work, the silver matter 
faded rather into the background. 

15.271. (Chairman.) We have not yet given you an 
opportunity of developing your opinion on the other 
aspects >in addition to the silver aspects? No. 

15.272. (Sir Manrrhji Ihahthfiof/.) That* is a now 
report which you liavn just now dealt with. It would 
lie right to assume that America attaches very great 
importance to its silver industry? -Unquestionably. 

15.27:1. Because it produces 78 per cent, of the 
world's production, ami there arc not compelling rival 
markets for that metal 'in other parts of the world? 

•f think I ran answer that in the affirmative. 

15,27 1. If India goes in for gold eiirroncy and dis- 
cards her silver currency, the American silver market 
would naturally he affected. Would there he any 
difference between that policy and tho discovery of 
nioro silver mines in other parts of the world, so 
far as the position of Anierieiin industry is con- 
cerned?— -It would ho affected in very much the same 
way. 

15.275. You stated, answering Sir Reginald Mnnt, 
and also in answer to tho Chairman, that you must 
assume an advance up to 45d. or 48(1., or whatever 
it was, per ounce, before formulating your monetary 
policy, that is the monetary policy for India?— Will 
you repeat that, because I am afraid I did not quite 
catch it? 

15.276. I took down your statement in answer to 
the Chairman, and Sir Reginald Mant also developed 
that n little hit further. You stated we must assume 
an advance up to 45d. per ounce in formulating our 
monetary policy in India? Quito the contrary. I 
said such an advance would ho required to hring 
about a bullion value of silver in the rupee in excess 
of its coinage value, but that tho possible danger 
«ind trouble that might be experienced, if your coins 
wore over-valued and had a greater bullion valuo 
than their coin valuo, does not seem to me to he a 
matter of practical importance, because I am unable 
to see any influences at work calculated to bring 
about such an advance in the price of silver other 
than perhaps another great war; and I keep repeat- 
ing that I do not think it is worth while to try to 
legislate with reference to the contingency of another 
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great war. You might hit upon three or four of 
them, but you would not hit upon 60 or 70 other 
contingoiicdcs which no one can foresee. 

15.277. It is not possible in the near future, nt 
leust so far as one can see, to foresee any such sub- 
stantial increase in the price of silver P-r- 1 should 
think Mt. 

15.278. In speaking about silver, Dr.* Hollander 
also said that there was no monopoly about the silver 
industry. Ho said there were no monopolistic 
groups, or anything of that sort; but during the war 
silver was practically ^ a monopoly of tho United 
States, was not it? -Conditions were disturbed at 
that time in Mexico, which is- one of the other large 
producers, and all of the silver was tukej0 I suppose 
that some ol the fur da mental rea.-ons therefor have 
to do with the gob. standard and with eommerco at 
that time. The p>ld-*tandnrd countries were not 
ready to let. go any morn of their gold than they 
could possibly help; and they would not havo been 
willing t ) send any more gold to India than they did 
send, if India had Keen on the gold standard. They 
wero unable to send tins usual amount of imports 
into India because the production of commodities for 
civilian m*e was being curtailed in order to sot free 
labour for war purposes. An abnormal Indian 
demand tended to he concentrated on silver as 
regards winch there was no | articular reason arising 
out of tho war for euri ailing its exportation from any 
European country or the United States. It just 
happened that silver was one of tho few commodities 
that the rest of the world was ready to ship where ii 
w:ib wanted to the full amount of available supplies. 
Supplier w ere, of con sc, quite inadequate to make 
up for tin* deficiency created liy restricted imports ol 
cloth and oilier commc dities to India, and the 
restricted unpor.s of gold to India. All these were 
ftpo.'iul contingencies urging n»n ol the w T nr; and 1 
should imagine that if you had had gold currency 
and no silver currency, the dillicultie** might have 
been eien greater; you had a little of tho vacuum 
filled ii p by silver during the war; and if you had 
not used silver you could no- have filled it lip. 

15.279. That is true, hut with tho output of silver 
and tho prices which America then obtained, practi- 
cally the whole capital of tho mines in America was 
realised during those four years? — The price of 
silver? 

15.280. The price of silver and the output during 
those periods? — The profits wero large, doubtless, in 
silver os they wore in most other metals arising out 
of that situation, but I do m/t think that the profits 
in silver wero nearly as much as they wero in some 
other metals. 

15.281. That may be, but it was enough, during 
that short period, to compensate for all tho cupital 
of the mines in Amoricu? — I could not answer that 
question. 

15.282. You stated that 15d. per ounce may be 
reached in India before 15d. per ounce is reached 
in London. Did you express that opinion bearing 
iu mind Indian habits and traditions, so that, owing 
to the fact that there is a grout demand for orna- 
ments of silver in India, if the price of silver went 
down, Indians would buy heavily and it would bo 
impossible for the price to drop considerably? — I 
bad that in mind, and I think 1 phrased it merely 
as a possibility owing to my uncertainty as to the 
strength of tho two motives — the store of value and 
the ornament -use. There has been a. reasonable 
ground for supposing that the Indian uses of silver 
would continue as in the past, but when the Govern- 
ment very nearly eliminates silver for monetary use, 
and if there should be, as a consequence, a very great 
decline in price in the world market with a possible 
shrinkage in the Chinese demand as well, I should 
suppose that the effect Upon the imagination of 
people accustomed to purchase silver in India would 
be very great. I do not know, but I mention it as 
a possibility, that the reaction against silver might 
be so decided, and with the possible potential supplies 
being so enormous iu India, that it would at least 
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be quite intelligible if, after the price had gone 
down a bit in the world market it should then take 
a sudden tumble in India preceding an analogous 
decline outside. 1 do not know that that would take 
place. It is merely an hypothesis designed to illus- 
trate the uncertainties which a cautious Government 
should tak<yinto account in embarking upon this 
plan. 

15.283. I only want to bring out clearly that, when 
it is alleged that the price of silver will go down 
if there is any change in the form of currency in 
India and silver is sold, America should not overlook 
the possibilities and potentialities of the internal 
consumption, of that silver which will he discarded 
as coin, sin<& there is a groat potentiality of its use 
in another shape? — In TndiaP 

15.284. In India? - I havo sup posed that there was 
a growing preference for gold as against silver and 
that although for certain ornamental uses silver is still 
preferred, there is an intermediate ground in which 
you can find evidence of some displacement of silver 
in favour of gold. I simply wondered whether a 
tendency of that sort, if it exists, might not bo 
accentuated; or, if it does not yot exist, might 
develop. 

15.285. (Sir Maneelcji Dadabhoy.) But some dis- 
placement muBt always fake place when any form 
of currency is changed. That is inevitable? 

• 15,286. (Chairman.) I understand the force of your 
reply is this: — In so far as you diminish tho cor- 

(The iritnrx* 


tainty of tho value of silver as a metal, people will 
turn to gold?— Yes. One of tho most serious uncer- 
tainties of this plan as I see it is tho possibility 
that it may lead to the accentuation of the habit of 
acquiring gold as a store of value. Tho plan seems 
to me to presuppose that the introduction of gold 
currency will tend in course of timo to lessen the 
acquisition of gold for non-monetary purposes. That 
I believe to he exceedingly doubtful in the first stage, 
for 1 believe that tho blow given to silver as a storo 
of value will tend for the time being to ncceutunto 
the tendency to acquire gold; and, in tho second 
place, I do not holiovo that tho use of a gold 
currency is calculated to weaken the tendency to 
accumulate gold, hut possibly, only to facilitate it. 
The habit of accumulating gold in non-monetary 
forms will bo weakened in courso of time, as doubtless 
is the case, to some extent, now, by the development 
oi banking, by the spread of the habit of invest- 
ment, and by tho development of insurance for tho 
benefit of oneself, or one’s family, and so on. A great 
variety of ways or substitutes will, in courso of time, 
no doubt tend to diminish accumulations of gold in 
non-monetary forms; but T do not believe that the 
more use of golcl currency will contribute very much 
in that direction, and almost nothing at all disso- 
ciated from those agencies that I have indicated. 

15,287. (Sir Manrclcji Dadabhoy.) Thank you very 
much. I will refer to the gold aspect, of tho matter 
later on. 

s withdrew.) 
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15,288. (Chairman.) Dr. Sprague, on the last oeca- 
sion we had concluded tho assistance we were receiv- 
ing from you on tho silver aspect of this Scheme/ 
To-day we propose 1 to proceed with the gold aspixst of 
Lhe Scheme. I understand that it will Ik? convenient 
in the first place if Mr. Warren wero to read to us 
a summary of some information which you have pre- 
pared on this aspect ?— (Dr. Sprague.) Yes. 


ir>,2S ( J. (Chairman.) Mr. Warren, will you assist 
us in that regard? 

15,200. (Mr. Warren.) (i) This is a memorandum 
on the gold production and consumption of the world, 
prepared by Mr. W. Randolph Burgas, of the 
Federal Reserve Bank of New York. 


Comments on Gold Production and Consumption. 


In estimating the probable balance between the 
world's production and consumption of gold, the basic 
available facts are the production by countries in 
past few years and the consumption by countries. 
These facta are presented in the following tables as 

* w>., the schemelor'aKoij standard with fid currency, ride 
App. 95 (B). 


nearly as it has boon possible to estimate Lliem Irnm 
the available data. The production figures ure 
obtainable in moderately accurate form. The con- 
sumption figures havo boon collected from a variety 
of sources, and in general tho computations by Mr. 
Joseph Kitchin have boon followed for the years 
through 1922. These figures are supplemented in 


56795 
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Tublo No. 2 by data giving the net imports 
and the exports of gold in different countries 
for the years since 1900. The situation 
with regard to the production of gold may 
be summarised by saying that in the post few years 
production has been increasing slightly, but ha* been 


50 to 76 million dollars less than tha pre-war figures. 
A number of the gold mines are reported &b making 
vory little profit at the present price level, and unless 
new gold discoveries are made there appears to be 
little immediate prospect of any increase in gold 
production beyond present figures. 


Table 1. 

Gold Production of the World , by Countries, 
(In millions of dollars.) 


Year. 

IJnitud 

States. 

Canada. 

Mexico. 

Central 

America. 

South 

America. 

Europe. 

Austra- 

lasia. 

Asia. 

Africa. 

World. 

1900 

79 

28 

9 

1 

11 

23 

73 

22 

9 

255 

1901 

79 

24 

10 

1 

12 

25 

77 

25 

9 

262 

1902 

80 

21 

10 

2 

13 

25 

82 

25 

39 

2% 

l'J03 

73 

19 

11 

2 

11 

27 

89 

27 

68 

328 

1904 

80 

16 

13 

1 

10 

27 

88 

25 

86 

347 

1905 

88 

15 

16 

2 

11 

25 

86 

25 

113 

380 

1906 

94 

12 

18 

2 

11 

23 

82 

24 

135 

402 

1907 

90 

8 

19 

2 

12 

30 

76 

23 

152 

413 

1908 

94 

10 

22 

3 

12 

31 

73 

29 

166 

442 

1909 

UK) 

9 

24 

3 

11 

36 

71 

29 

171 

454 

1910 

96 

10 

25 

5 

11 

40 

65 

28 

175 

455 

1911 

96 

10 

25 

3 

12 

36 

60 

26 

191 

462 

1912 

93 

13 

24 

3 

13 

26 

54 

27 

212 

466 

1913 

89 

16 

19 

3 

12 

31 

53 

29 

207 

459 

1914 

94 

16 

5 

2 

13 

30 

47 

29 

202 

139 

1915 

101 

19 

6 

3 

15 

29 

49 

28 

218 

469 

1916 

92 

19 

8 

4 

15 

25 

40 

28 

223 

454 

1917 

84 

15 

9 

3 

14 

19 

34 

27 

214 

420 

1918 

69 

14 

17 

3 

14 

13 

31 

25 

197 

384 

1919 

60 

16 

16 

3 

13 

11 

27 

25 

194 

366 

1920 

51 

16 

15 

3 

12 

2 

24 

24 

188 

333 

1921 

50 

19 

14 

2 

14 

2 

19 

22 

187 

330 

1922 

49 

26 

15 

2 

15 

4 

19 

22 

165 

319 

1923 

50 

25 

16 

2 

15 

7 

18 

24 

210 

368 

1924 

51 

32 

16 

o 

15 

14 

17 

23 

219 

389 

1925 

49 

36 

16 

— 

15 

! 

26 

15 

23 

215 

396 


, Sources: Table No. 2 -(continued). 


1900-1912.— Director of the Mint. 

1913-1921.— -Cold and Silver Inquiry, Serial 3, p. 3. 
1922-1924. — Director of the Mint. 

1925. — Estimated from preliminary figures of 
American Bureau of Metal Statistics. 

Table No. 2. 

Net Imports or Exports of Gold for Various 
Countries. 

(In millions of dollars.) 

Net Import t- Net Export 


Switzer- x 

land. Ja P' lu - 


- 0-4 

+ 15 

+ i 

- 50 

+ 3 

+ 7 

- 6 

X Note of Hritish Imports und Exports of Hold. 

The Annual Bullion Letter for 1921, iuaed by Samuel 
Montagu A Co., contains the following statement (page I i) : — 

14 Thu largo excnn* of export* over imports arises from the 
fact that gold entering has been usually declared at coinage 
value and its exit lias been calouDted at market value.” 

The official statistics for 1921 were as follows : — 

£ 

Gold Exports 69,348,000 

Gold Imports 49,676,000 

Excess of Imports £9,672,000 

According to Montagu A Co., if the imports had been taken 
as oaloulated at Mint Value ana the average gold premium of the 
year added, the results would have been as 1 " 

Gold Imports 

Gold Exports 



Year. 

United 

States. 

England 

Fn 

1908“ 

— 31 

— 

19 

T 

1909 

- 89 

+ 

34 

+ 

1910 

+ 1 

+ 

29 

+ 

1911 

+ 20 

+ 

44 

+ 

1912 

+ 19 

+ 

29 

+ 

1913 

- 28 

+ 

63 

+ 

1914 

— 165 

+ 

136 

+ 

1915 

-1- 421 


136 


1916 

4- 530 

— 

102 

+ 

1917 

+ 181 


- 

+ 

1918 

+ 21 


— 

■f 

1919 

- 292 

- 

— 

+ 

1920 

+ 95 

— 

1221 


1921 

+ 667 

+ 

191 

— 

1922 

+ 238 


24} 

+ 

1923 

+ 294 

— 

49} 


1924 

+ 258 

— 

44} 


1925 

- 134 

— 

39 



35 

11 

24 

4?2 

99 

149 

15 

12 

15 

3 

11 

18 

11 

3 

3 


Switzer- 

land. 


Japan. 


V 

36 

3 

8 

5 

10 

9 

8 

39 

118 


+ 162 
+ 196 
+ 65 
+ 0*4 


— 13 


The Director of tho Mint (Annual Report 1926, page 121) 
gives the average premium on gold in London as follows: — 

Per cent. 

1920 33*2 

1921 26*2 

1922 10*0 

1923 6*4 

1924 10*6 

By applying these percentages to tho official statistics of imports, 
tho following figures for net movement of gold are obtained 

In millions of dollars. 


1920 

1921 

1922 
1928 
1924 


- 122 

+ 1» 

- 24 

- 49 

- 44 


The official figures used aa a basis for tho above revisions are 
as follows : — 


Exoess of Imports • 


£ 

1920 

— 204 

62,601,000 

1921 

... ... ... 49 

60,846,000 

1922 

- 49 

1923 

... ... ... *“ 68 

£8,848,000 

1924 

... ••• ... 88 
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Sources : 

England: 1900-1922. — Trade and Navigation of the 
U.K. in Gold and Silver Statistic*, Serial 6, 
p. 149. 

1923-1925. — Trade and Navigation of tho 

U.K. 

France : 1900-1908. — 'National Monetary Commis- 
sion., Vol. 21, p. 347. 

1909.— statistical Abstract for Prin. and 
other Foreign Countries, p. 96. 

1910- 1923. — Documents Statistiques sur lo 
Commerce de la France in Gold and Silver 
Statistics, Serial 3, p. 146. 

Switzerland: 1910-1923. — Gold and Silver Euro- 
pean Currency and Finance, p. 404, Serial 9. 
Japan: 1901-1910. — Financial and Economic 

Annual of Japan, 1915, pp. 98-99. 

1911- 1924. — Financial and Economic 

Annual of Japan, 1925, pp. 102-3. 

Net Imports or Exports of Gold for Various 
C outlines. 


(In Millions of Dollars.) 



Net Import 4 

Net Export — 


Year. 

Germany. 

India.* 

Italy. 

1900 

4- 30 

4- 0*3 

— 3 

1901 

+ 49 

4- 6 

— 2 

1902 

+ 8 

4- 29 

+ 4 

1903 

4- 45 

4- 32 

-4 26 

1904 

4- 86 

+ 31 

+ *4 

1905 

4- 35 

— 

4 29 

1906 

4- 65 

+ 48 

+ 21 

1907 

— 8 

4- 56 

4- 26 

1908 

4- 83 

4- M 


1909 

+ 5 

-4 70 


1910 

+ 43 

4- 78 

— 3 

1911 

+ 28 

4- 123 

— 2 

1912 

4- 40 

+ 110 

- 3 

1913 

— 76 

+ 76 

- 5 

1914 


-4 26 

+ 1 

1915 


— 4 

4 3 

1916 


+ 43 

— 0*2 

1917 


+ 82 

— 

1918 


— 18 

+ 0-2 

1919 


+ 115 

4 l 

1920 

+ 4 ; 

4* 10 

4 3 

1921 

— 007 

— 14 

+ 4 

1922 

- 2 

4- 200 

4- 7 

1923 

+ 0? 

+ 142 

4- 5 

1924 

4- 16 

+ 344 


1925 

1926 

+ last 

4- HO 



* Pinal yotr basil, o.g., figures for 1U00 incluiio April-* 
Deoember 1900 and January- March, 1901, etc. 

f Increase in Keiohabank'i gold holdings. 

Sources : 

Germany: 1900-1907.- National Monotary Com- 
mission, Vol. 21. 

1908-1912.— Statistical Abstract for the 
Prin. and other Foreign Countries, 1901-1912, 
pp. 96-97. 

1913, 1920-24.- League of Nations, 

Balance of Payments, Vol. 11. 

India : 1900-1912.— Sliirras, Indian Finance and 
Banking. _ . . _ _ 

1913—1919.— Statistics of British India, 
Statistics Dept., 1920. 

1920-1922— Report of tho Operations of 
the Currency Dept., India, 1921-1922. 

1923-1924.— Report of Controller of Cur- 
rency, 1923-1924, p. 65. 

1925-1926.— Samuel Montagu and Co. 

Italy: 1900-1909.— Statistical Abstract for tho 
Prin. and other Foreign Countries, 1901-1912, 
g>p. 96-7. 

1910-1923. — European Currency and Fin- 
ance, Serial 9. 

56795 


Net Imports and Exports of Gold for Various 
Countries . 

(Tn thou sands of dollars.) 

Net Imports ( f). Net Exports (— ). 


Year. 

Denmark. 

Peru. 

1900 



+ 

1,815 

1901 

... 

— . 


146 

1902 


— 

4- 

394 

1903 

... 

— 

+ 

1,703 

1904 

... 

— 

4- 

1,961 

1905 


— 

4 

1,664 

11106 


— 

+ 

2,492 

1907 

... 

— 

4- 

2,278 

1908 


— 

— 

277 

1909 


— 

4- 

667 

1910 

... 

— 

4 

2,487 

1911 

... 

— 

+ 

1,377 

11)12 


- 

+ 

477 

1913 


— 

+ 

331 

11)14 

... 

4- 6,369 

+ 

530 

1915 


-4 5,385 

4- 

15 

1916 


4- 13,963 

+ 

462 

1917 


4- 5,202 

4- 13,50ft 

1918 


-4 5,091 

+ 

360 

1919 


4- 11,738 

+ 

1,460 

1920 


4 322 

4- 

3,416 

1921 


— 

— 

409 

1922 



— 

487 

1923 


4- 2 


— 

1924 


+ 32 


— 

1925 

... 

— 


— 

Sources 





- 354 

— 401 

+ 974 
4 HI 
+ 14 

4 46 
+ 22 
+ 30 


Finland. 


+ 70S 

+ 2,123 

+ 2,093 

+ 5 

+ 3 

+ 2 

+ 3 

+ 4 

+ 8 

4 * 3 

4 107 

4- 04 


-f 103 


Denmark: 1914-1920.- -Dan marks Varo Indog— 
Udforsel in BlacM Book . 

1923-1 924 . — United States Director of 

the Mint. 


Venn 1900-1909.- Statistical Abstract of Peru, 
1923, p. 70. 

1910-1922. — League of Nations, Balance of 
Payments, Vol. 11. 

Portugal: 1913-1920. Comerico e Navogucuo, 1917, 
XVIII. 


Finland : 1910-1921. — League of Nations, Balance 
of Payments, Vol. 11. 

1923-1924. United States Director of 
tho Mint. 


Net Imports and Exports of Gold for Various 
Countries. 

(Tn thousands of dollars.) 

Net Imports (4). Net Exports (— ). 


Ycar - ltindn. ! Neumann.. China. | Australia, j^alaud. 


1910 

411,062 

1911 

4 2,166 

1912 

413,269 

1913 

4 3,069 

1914 

417,752 

1915 

4-89,890 

1916 

— 

1917 

438,284 

1918 

- 5,084 

1919 

+62,503 

1920 

- 410 

1921 

-26,212 

1922 

- 9,864 

1923 

- 10 

1924 

- 40 

1925 

— 


3,503 


1,503 


68 

+ 5,520 . 

780 

— 1,012 , 

218 

- 8,711 i 

1,035 

-10,783 


+ 9,323 

— 

+ 9,112 



— 1,328 

6 

+ 5,813 



—21,702 


- 15 

— - 

+ 3 

- 5 


— 9 


I5,S32 -7,!*2H 

18,324 -5,285 

50,1)67 -0,336 

H,:i<)7 -5,270 

9,660 -1,114 

47,7211 -5,348 

54,918 - 857 

19,850 -4,404 

964 - 204 

20,819 -0,497 

26,778 -4,341 

10,911 -2,973 

10,711 -2,023 

111— 3 


Y 2 
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Sources : — 

Netherlands: 1910-1922. —Longue of Nations, 

Balance of Payments, Vol. 11, |>ngo 190. 

192:1-1924. United States Director 

of the Mint. 

Boumania: 1910-1 91 5.— League of Nations, Bal- 
ance of Payments, Vol. 11, page 222 (also year 
1919). 

C hina : 1910-1922. Teague of Nations, Balance of 
Payments, Vol. 11, page 316. 

1923-1 924.- -United States Director of tho 

Mint. 

Australia : 1910-1922. — Ijcaguc of Nations, Balance 
of Payments, Vol. 11. 

1924. United States Direct tor of 

the Mint. 

New Zealand: 1910-1922. -League of Nations, 
Balance of Payments, Vol. 11. 

1924.- United States Direc- 
tor of the Mint. 

Net Imports and Exports of Gold for Various 
Countries. 

(In thousands of dollars.) 

Net Imparts ( h ). Net Exports (-). 


N ear. 

Brazil. 

Chile. 

1 

Egypt. 

South j 
Africa. 

Argen- 

tina. 

1910... 

+34,971 

! - 

+29,085 



+ 

34,113 

1911... 

+26,410; 

| - 

- 751 

— 

+ 

9,412 

1912... 

+ 17,120; 


+ 19,016 

-183,710 

+ 

34,243 

1913... 

-23,486 

L- 12 

- 7,494 

-178,975 

+ 

3,437 

1914... 

-36,131 

3 

-24,280 

- 96,512 


12,866 

1915... 

i— 25,009 

+ 360 

- 3,989 

- 79,426 

+ 

4,047 

1916... 

i- 706 

- 206 

- 865 

-190.42G 

+ 

24,618 

1917... 

- 156 

+ 5,909 

- 306 

-284,817 

+ 

25,412 

1918... 

— 

+ 14,914 

- 1G8 

-163,461 

+ 

17,162 

1919... 

+ 526 

+ 5,058 

— 133 

-222,511 

+ 

31,157 

1920... 

+ 613 

+ 5,236 

+ 4,612 

—155,918 

+ 138, 17G 

1921... 

+ 29 

+ 4,720 

+ 64 

-165,719 

+ 

64 

1922... 


— 

f 549 

— 142,472 

+ 

9 

1923... 







1924... 







1925... 







1920... 








Sources : — 

Brazil: 1910-1921.— League of Nations, Balance of 
Payments, Vol. II. 

Chile: 1913-1921. League of Nations, Balance of 
Payments, Vol. 11. 

Egypt: 1910-1922.— League of Nations, Balance of 
Payments, Vol. II. 

South Africa : 1912-1922. — League of Nations. 

Balance of Payments, Vol. II. 

Argentine: 1910-1922. League of Nations, Balance 
of Payments, Vol. II. 

Net Imports or Exports of Cold for Various 
Countries. 


Net Imports nr Exports of Gold for Fa rious 
Countries— (conti n uod). 


Year. 

Belgium. 

Spaiu. 

Swedei 

1910 

+ 1-6 

+ 0*07 


1911 

+ 11-0 

- 0-01 

+ 1 

1912 

+ 4(5 

+ 0*2 

+ 2 

1913 

+ 7!) 

— 0-1 

+ 3 

1914 

+ 3-1 

+ 4-9 

+ 2 

1915 


+ 42-4 

+ 13 

1916 

— 

+ 68*6 

+ 3 

1917 

— 

+ 114*0 

+ 20 

1918 

— 

+ 6-5 

+ 9 

1919 

+ 0-4 

+ 35*4 

— 

1920 

+ 0*4 

+ 0*5 

+ 37 

1921 

+ 0*2 

- 0-9 

— 67 

1922 

+ 10 

+ 0-5 

— 9 

1923 

+ 0-8 

+ 0 003 

— 

1924 ' 

' — 

— 

— 

1925 

i 

1 


— 

Sources : ~ - 





Belgium: 1900-1923. — European Currency and 
Finance, Serial 9, p. 303. 

Spain: 1900-1923. European Currency and 

Finance, Serial 9, p. 370. 

Sweden: 1911-1923. — European Currency and 

Finance, Serial 9, p. 392. 

(ii) Tho data for gold consumption indicate that 
for the three years past practically all tho world’s 
gold production has been absorbed by the industrial 
arts and by India, and tho amounts available for 
monetary use have lieen very small- It may be pre- 
sumed that industrial arts will continue to absorb 
from 100 to 150 million dollars of gold each year. 
The principal unknown factors in gold consumption 
are (1) the consumption of India for noil-monetary 
purpose?, etc.; and (2) the demands for monetary 
gold by various countries of the world which are 
returning to monetary stability. 

(iii) It seems reasonable to believe that if the 

present proposal were adopted her consumption of 
gold for non-monotary uses would be increased 
rather than diminished, because of the gi eater recog- 
nition of tho value of gold; and silver imports might 
well bo replaced by gold as silver lost some of its 
value. , 


TadIaR No. 3. 


Consumption of the World's Gold Supply • 
(In Millions of Dollars.) 



World 

Indus- 


China 

Avail- 
able for 

Period. 

Produc- 

tion. 

trial 

Arts. 

' 

I ndia.* 

and 

Eg)l>'. 

Mone- 

tary 

Use. 


Stocks of 
Monetary 
Bold at 
ond each 
Period. 


(Yearly Average of 5-year periods.) 



(In millions of dollars.) 

1 835 39 

13*6 

11*6 

2*0 





Net Import (f) Net Export. (-). 

1840-44 

19*4 

12*6 

2*0 

— 

4*8 





1845-49 

37*0 

14*6 

4*8 


17*6 

Year. 

Belgium. 



1850-54 

114*8 

15*6 

4*8 



94*4 

Spain. Sweden. 

1855-59 

134*4 

20*4 

15*6 

— 

98*4 





1860-64 

121*6 

30*2 

34*0 

— 

57*4 





1865 69 

130*4 

41*8 

23*4 

— 

66*2 

1900 ... 

+ 0-6 


•1 

1870-74 

116*8 

56*4 

10*8 

— 

49*6 

1901 ... 

- 0-8 


•001 

1875-79 

109*0 

67*4 

3*0 

4*8 

43*8 

1902 ... 

+ 0-2 


31 

1880-84 

101*6 

51*6 

18*6 

8*8 

22*6 

1903 ... 

— 1-0 

+ 

■01 

1885-89 

111*0 

48*6 

10*8 

4*0 

47*6 

1904 ... 

+ 0*8 

+ 

02 

1890-94 

147*0 

50*6 

4*0 

4*0 

88*4 

1905 ... 

- 0-6 

+ 

1 

1895-99 

246*2 

63*2 

23*4 

7-8 

151*8 

1906 ... 

-11-0 

+ 

03 

1900-04 

298*2 

76*9 

31*2 

16*6 

173*4 

1907 ... 

+ 0-4 

+ 

09 

1905-09 

419*4 

92*4 

48*6 

12*6 

265*4 

1908 ... 

— 


5 

1910-14 

467*4 

117*8 

93*4 


239*4 

1909 ... 

+ 0-6 


08 





| 6*8 



964 

978 

1,064 

1,638 

2,030 

2,317 

2,643 

2,891 

3,110 

3,223 

3,461 

3,903 

4,662 

6,529 

6,866 

8,053 


Fiscal years. 
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Table No. 3 — (continued). 

Consumption of the World's Gold Supply ~ 
(continued). 




I 


Avail- 

Stock* of 


World 

Indus- 1 

China 

able for 

Monetary 

Period. 

Prod ac- 

trial India* 

and 

Mone- 

Cold at 


tion. 

Art*. 1 

Kj01»t. 

tary 

end each 



i 


Use. 

Period. 



(Annual Figures.) 



1915 ... 

469 

83 : 8 

— 8 

386 

8,439 

1916 ... 

455 

88 25 

13 

330 

8,769 

1917 ... 

420 

78 97 

13 

232 

9,001 

1918 ... 

385 

83 0-5 

2 

299 

9,300 

1919 ... 

365 

112 j 144 

56 

53 

9,353 

1920 ... 

336 

107 i 17 

-19 

232 

9,585 

1921 ... 

331 

58 j 4 

— 11 

279 

9,864 

1922 ... 

319 

73 129 

5 

104 

9,968 

1923 ... 

368 

153 ! 98 

- 5 

122 

10,090 

1924 ... 

389 

141 1 254 

- 8 

— 1 

10,089 

1925 

396 

— ■ 133 


— 

— 

(Est.) 


1 

1 

I 





# Fiscal year*. 




(iv) The other factor of importance in considering 
gold consumption of the future and the effects of 
changes in the gold market upon prices, wages and 
the cost of living, is the dnmand for gold for mone- 
tary purposes by various countries of the world. 
The familiar facts about the changes which have 
taken place in the gold reserves of tho banks of issue 
of various countries are summarised in the following 
table as far as figures are available. The table in- 
dicates that tho present gold reserves are moro than 
billion dollars larger than they wero before the 
War An analysis of the table shows, however, that 
2} billion of the increase is in the stock of gold in 
tho United States. The increase, moreover, is 
rather misleading in that it does not represent a 
genuine increase in the amount of gold available 
for monetary use, hut rather a concentration of gold 
in banks of issue and its removal from the vaults of 
commercial banks, from hand to hand use, and from 
stores held by tho population. 

Table No. 4. 

Monetary Gold Stocks of Various Countries, 1913 
and 1925. 

(I 11 Millions of Dollars.) 


Country . 

1913. 

1925 

Austro-Hungary 

Austria 

251 

2 

Hungary 

— 

10 

Ozecho-Slovakia 

— 

27 

Italy 

288 

219 

Roumania 

39 

27 

Jugo-Slavia 

11 

15 

Poland 

— 

26 

Belgium 

48 

53 

Bulgaria 

11 

8 

Denmark 

30 

56 

Ebthonia 

— ■ 

1 

Finland 

7 

8 

Franco 

679 

711 

Germany 

296 

304 

Greece 

5 

9 

Latvia 

— 

5 

Lithuania 

— 

3 

Netherlands ... 

61 

188 

Norway 

12 

39 

Portugal 

81 

93 

Russia 

872 

93 

Spain 

93 

490 

Sweden 

37 

63 

Switzerland ... 

33 

90 

United Kingdom 

Asia. 

170 

706 

British India 

134 

109 

Dutch East Indies 

11 

74 

Japan 

66795 

112 

627 


Table No. 4 (continued). 

Monetary Gold Stocks of Various t'ountrics, 1913 
and 1025- (continued). 


(fit Millions of Dollars.) 


Country. 

1913. 

1925. 

Australasia 

Australia 

185 

234 

New Zealand 

24 

39 

Africa • 

E«.vpt 

10 

15 

South Africa 

39 

49 

North America. 

Canada 

209 

399 

United States 

1,917 

4,409 

South America. 

Agouti na 

285 

440 

Bolivia 

7 

8 

Brazil 

90 

02 

Chile 

42 

48 

Columbia 

. . . 

10 

Ecuador 

3 

5 

Peru 

20 

22 

Uruguay 

11 

57 

Venezuela 

2 

13 

Totals 

6,085 

9,771 


General Explanations . ■■ For most countries, figures 
are those of central hanks. Exceptions noted 
below. 

1925 figures are for end of year or nearest available 
date : 

Aust ro-llumjnry. - Upon liquidation of 
Austro-Hiingarv Bank, tho gold stock, amount- 
ing to $30,000,000, was divided ns follows:- 

Austria 3 million $ 

Hungary 3 

Czecho-Slovakia ... 7 

Italy 3 

lion man ia 7 

Jugoslavia 5 ,, 

Poland 2 

unoratidum on Central Banks, 1 91 H- 1923, 
page 75.) 

Italy . -Treasury and three hanks of issue, ex- 
cluding gold on deposit in England. 

France. -Excluding gold on deposit in 

England. 

Germany. — -Holding of Rcichshank and four 
private bunks of issue. Cold abroad included. 

Uoumania . — Cold sent to Russia excluded. 

Russia . — 1913 Reserve of State Bank (Memo- 
randum on Currency and Central Banks, 1913- 
1924, Vol. IT, page 140). 1925 — Reserve of Issuo 

Department of State Bank. 

Spain. — Cold holdings of Treasury included. 

British India . — Paper Currency Reserve only. 

Australia. -Treasury, Commonwealth Bank 
and commercial hanks. 

New Zealand. — Bunks of tissue. 

South Africa.- Reserve Bank and other hanks. 

Canada. — Chartered Banks, Central Gold 
Reserve and Dominion Treasury. Includes gold 
held Abroad by banks, presumably largely ih 
N ew York.* This may involve a small duplica- 
tion with the stock of gold in the United States. 

Vnitcd States . — Stock of gold. 

Argentina. — Conversion Office. Bank of the 
Nation and other banks. 

China and Mexico. — No information available. 

Central America, — Holdings small. 

Y 3 
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(v) In considering how far various countries will 
require gold to strengthen their monetary position, 
there are two major questions: 

(1) The position of the hanks of issue. 

<2) The use of gold for hand-to-hand circula- 
tion. 

The available facts bearing upon the first question 
are abstracted for a number of countries in the 
attached table, showing the ratio of gold reserves to 
combined deposit and note liabilities of hanks of 
issue. This table indicates that for many of the 
banks of issue the gold ratio is very close to that 


which prevailed prior to the war. But there are a 
number of countries in the table, and also a number 
for which data are not available, where the present 
stock of gold is probably inadequate as a monetary 
reserve, even when concentrated in the bank of issue. 
And if we assume that the increase in the gold 
reserves since 1913 should be commensurate with tho 
increase in prices and wages, there are many of the 
<-oun tries whose reserves are inadequate. However, 
in a number of cases balances abroad are at present 
taking the place of reserves of actual gold, and this 
practice makes for economy in the use of gold. 


Tabu No. 5. 

Banking Position of Various Countries. 

(1913, end of year figures; 1926 latest available date.) 


Country. 

Ratio uf Gold to 
Money. 

At Par. 

Paper 

At 

Current 

Exchange. 

192G. 

Ratio of Cash Reserve 
Liabilities of Centra 

At Par. 

» to Sight 

1 Banks. 

At 

Current 

Exchange. 

Ratio of Cash 
to Deposits of 
Commercial Banks. 

At Par. 

1913. 

1926. 

1913. 

1926. 

1926. 

1913. 

1926. 

Austria 

I 



50*6 

2*0 




Belgium 

MU 


17*7 

29*9 (*) 

4*4 

17*9 

— 



Bulgaria 



20*0 

23*5 

1*4 

22*5 



_ 

Czechoslovakia 

■91 


13*5 

— 

— 

12-7 




Denmark 

48-0 

52 * 4 

— 

61 "1 

33*8 (») 

— 

3*0 

4*6 

Finland 

31 a 

25-3 (*) 

— 

25*1 

17*0( a ) 

— 

5-3 (*) 

6-8 (‘) 

France 

61 * G 

71 

34*4 

69-5 

7*4 

18*3 

8*6 

121 

Germany 

42*9 

27*7 

— 


38-2 

— 

— 


Great Brit i in 

113*3 

39*5 

— 

34*7 

46 1 

— 

16-4 

12*1 

Greece 

10*7 

0-8 

12*0 

8*7 

0*6 

8*7 




Hungary 

— 

24*4 

— 

— 

15*0 

— 

— 

— 

Italy 

53*6 

6*0 

25*1 

56*4 

5*3 

23*6 

— 

7*3 

Jugoslavia 

— 

1*4 

14*7 

— 

1*5 

16*4 

— 



Latvia 

22 *4 (*) 

35*8 

— 

26*0 (•) 

160 

— 

— 



Lithuania 

— 

35*7 

— 

— 

37*3 

— 




Netherlands 

48-2 

56*2 

— 

50*4 

50*8 

— 

5-9 (») 

6-6 (*) 

Norway 

40*7 

43*9 

— 

36*8 

31 -7 

— 

3*0 

3*4 (*) 

Poland 

— 

15*70 

— 

— 

11-0 

— 



13*1 

Portugal 

9*2 

0*5 

Ill 

— 

0*6 

12*4 

— 

— 

Roumania 

34*8 

0*7 

26*5 

30*8 

0*7 

25*9 

— 



Russia 

91*8 

21*9 

— 

— 

■ 

— 




Spain 

24*9 

38-6 

— 

61*3( w ) 

; ... : 

— , 

— 

mam 

Sweden 

43*6 

47*0 


30*5 


— 

3*3 

KOI 

Switzerland 

54*1 

56*9 

— 

54* 1C 1 ) 


— 

7*1 


Canada 

67*1 

53*9 

— 

4*1 


— 

11-3 

If! 

Japan 

52*6 

90*8 

— 

47.7(H) 

570 

— 

12*0 

KfJE| 

South Africa ... ... 

*“■ 

99*0 



52*4 

— 


wm 


(i) Juno, 1914. (») 1923. (») November, 1926. 

(») 1924. (•) 1922. (lo) 1916. 

(*) At new currency pur. ( 7 ) 1921. (”) Average figures. 

( 4 ) 1920. (*) If pledged gold is included, 8G* 3%. ('>) 1914. 

Sources : Hank Statement*, and League of Nations, Memo, on Central Banks. 


(vi) Concerning the problem of the use of gold in 
hand to hand circulation, the United States is now 
practically the only large country where this type of 
circulation has been resumed since the war and few 
othor countries are in a position to permit such 
circulation. The question as to whether hand-to- 
hand circulation of gold will be generally resumed is 
impossible to answer, and speculation on the Bubjeot 
is largely fruitless. In general, the world cannot at 
present afford such circulation. 

(vii) The result of this general inspection of the 
futuro production and consumption of gold would 
appear to indicate that if India continues anything 
like her recent takings of gold the world demand 
for gold will easily absorb all the available supply 
and the tendency for commodity prices will be to 
work lower rather than higher as far as they are 
influenced by gold, unless this influence is offset by 
economy in the use of that metal. Thus, any addi- 


tional demand which India might make upon the gold 
market would be likely to exert a depressing influence 
upon prices. 

15.291. (Mr. Warren.) That concludes the memo- 
randum on the subject of gold consumption and 
production, by Mr. Burgess. 

15.292. Professor Sprague, perhaps it would be 
convenient if you could assist us by any general 
amplification of the memorandum which has just 
been read, which seems to provide in itself the answer 
to most of the particular questions in the question- 
naire which has been submitted to youP 

15.293. (Dr. Sprague.) (i) I think I can take up 
the questions relating to gold in groups. I wish to 
mdioate what I conceive will be the effects of the 
establishment of the plan upon the gold standard in 
different parts of the world! and then to consider 
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the working of the plan on the supposition that it 
has been successfully established upon the function- 
ing of the gold standard both in India and elsewhere. 
The memorandum is designed to show that there is 
no free gold anywhere in tho world outside of the 
United States and Tndia. In India tho gold is 
apparently inaccessible. There is a largo stock, but 
it is not available for monetary purposes. In other 
countries, the United States excepted, it would 
appear that existing stocks of monetary gold are 
somewhat deficient; that, at least in many of those 
countries, it will bo desirable to increase tho stock 
of gold held in central banks; that to withdraw any 
appreciable amount of the gold now held from those 
countries would threaten the maintenance of the 
gold standard, and would render it difficult to restore 
the gold standard in various countries which con- 
template that step in the not distant future. 


(ii) In the United States alone, there is a large 
amount of what may be styled 11 freo gold,** and the 
last question in the questionnaire relating to gold - 
Question 10- seems to imply that there is a redun- 
dancy of gold in the United States. 11 Redundancy ” 
is a word which does not scorn to me to apply to 
the situation. You have a condition of redundancy 
when tho situation is such that gold is being forced 
out of tho country— spilling over from the reservoir. 
That is not tho caso in the United States. Thore 
is no evidence of a situation tending to the exporta- 
tion of gold because of a level of prices not in equili- 
brium with price levels in other parte of the world. 
What one may say regarding the gold holdings m 
the United States is that a considerable amount of 
gold might bo withdrawn without affecting the level 
of prices, without involving a contraction of credit 
and a decline in prices. Or, to state it in another 
way, while there is an amount of gold in the United 
St.ii tes which would permit a decided upward move- 
ment in prices, this gold is not at present involving 
the country in an upward price movement, and there 
is little evidence that such an upward movement is 
to occur. Tho total amount of free gold in the 
Un-'ted States may bo estimated pretty closely, tho 
Federal Reserve Hanks hold about 21 billion dollars 
in gold. This gives the reserve banks a reserve ratio 
of about 70 per cent. Tho hanks could function 
under existing practice and legislation, without 
difficulty if this gold reserve wore, let us say 60 per 
t ent. There is therefore a possibility of withdrawing 
from tho Federal Reserve Banks, let us say, 800 
millions without compelling any credit contraction. 
There is also nearly one billion dollars of gold in 
circulation, circulating in the form of gold certi- 
ficates against which an equivalent amount of gold 
is held in the United State? Trensury. Theso gold 
certificates as they come into the hanks in he 
ordinary course of business, as tho certificates become 
worn, might be replaced in circulation by an equiva- 
lent amount of Federal Reserve Notes against which 
the Federal Resorvo Banks would, of course, hold 
the proper gold reserve-say 40 to 60 per cent; and 
thie P would rolease something like half a hiHion of 
gold. So that in total we have something between 
i,200 millions and 1,500 millions of gold which might 
be withdrawn from Uic United States without necessi- 
tating credit contraction and lower prices. This is 
the one available supply of gold other than 
that currently produced to meet increasing 
world requirements to support tho present level 
of pricee. Now, of this total the proposed plan would 
require eomething like 600 milhona^ rather more 
than a third of this freo stock of gold iu the United 
States. Whether tho Indian Government were to 
place loans in the United States or elsewhere, it m 
from this stock of free gold in tho United States that 
its supplies of gold would bo secured. This go d 
mlght be secured from the United States directly 


66796 


without any credit disturbances under certain con- 
ditions. Assume that tho loan wore placed in the 
Now York market and readily taken by investors: 
tho bankers receiving the funds from investors would 
take tho proceeds in the form of gold, exporting that 
gold to India. Tho immediate result would, of course, 
bo a reduction in tho required reserves of member 
banks, since the member banks would necessarily 
withdraw the gold from the Federal Reserve Batiks, 
as that is the only available supply of gold. Their 
reserve requirements being reduced, it would ho 
necessary for tho member banks either to contract 
credit in order to reduce their own deposit liabili- 
ties, and so their required reserves, or to secure 
accommodation from the Federal Reserve Banks in 
order to restore their reserve. As member banks are 
somewhat unwilling to borrow steadily from the 
Federal Reserve Banks, if the policy of tho Reserve 
Banks were unfavourable to tho transaction there 
would be a combination on tho part of member banks 
of credit cxin traction and borrowing from Federal 
Reserve Banks in order to meet this reserve defi- 
ciency, entailing an uncertain but doubtless consider 
ahlo amount of credit contraction with advancing 
lending rupee rates and with declining price ten- 
dencies. On the other hand, if tho transaction 
were regarded favourably by tho Federal ltuservo 
Hanks, if it were desired to facilitate tile transac- 
tion, then tho Federal Reserve Bunks could enter the 
open market, buying hills and Unfled States Govevn- 
moiit securities to an extent which would fully cover 
the amount of gold withdrawn, thus restoring tho 
reserves of the member banks. The final outcome 
under such circumstances would be that the Fedora 1 
Reserve Banks would hold 500 millions more of earn- 
ing assets and would hold 500 millions less in gold, 
and their reserve ratio would he reduced from tint 
present 70 per cent, to a figure in the neighbourhood 
of 00 per cent. They would still be in a very com- 
fortable position. Thus you can see that it is entirely 
possible to finance this plan in tlm United State's 
without any difficulty whatever if the plan itself 
appears to bo dceirahle for all parlies concerned. 

(iii) On tho other hand, if tho Indian Government 
wero to float loans in England and on the Con- 
tinent, it would l»o necessary for the banks in Europo 
to take measure's designed to shift the gold with- 
drawal from England and the Continent to the 
United States. That would involve credit contrac- 
tion here, and declining prices, and this policy 
it would lie necessary to carry very far so far that 
it would have most disturbing consequences, and pre- 
sumably would involve such industrial dislocation as 
might force the European countries off from the gold 
standard. It would appear to ho entirely imprae- 
ticable under existing circumstances to carry through 
the drastic credit policies which would lie noces- 
sary to so influence the exchanges as virtually to 
compel gold exports from the United States. I have 
stated this perhaps in somewhat unqualified terms. 
No doubt a small fraction of the desired amount of 
gold might be Becured on this side, hut the bulk of 
the requirement must, under existing conditions, be 
secured directly or indirectly from the United States. 
I think it is reasonable to say that it is imprac- 
ticable to secure the gold indirectly, ami that tho 
only practical method is to secure it directly and 
w r ilh tho co-operation of the Federal Reserve Banks - 
because clearly it would lie impracticable for the 
bankers to arrange tho loan for the Indian Govern- 
ment unless they w r ore quite certain that the with- 
drawal of the gold would not entail drastio contrac- 
tion of credit by member bankB in order to restore 
their reserves. 

(iv.) I have given a figure of free gold in tho United 
States which may appear to you largo— perhaps 

Y 4 
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larger than has been implied in some of the state- 
ments which have been made by previous witnesses; 
but this total of between a billion and a billion and 
a half of free gold does not appear to me to bo large 
when taken in relation to probable gold requirements 
throughout the world during the next 10 or 15 years. 
Tt may properly ho regarded, it seems to me, as a 
sort of cushion which givoR a fair degree of assurance 
that in the years immediately ahead thcro will he 
sufficient gold available to maintain prices at some- 
thing like present gold levels throughout the world. 
We do not know just how much gold will lw required 
to place the central hanks of all the various countries 
in a satisfactory reserve position. Wo do not know 
the amount of gold that may be required in tho' 
course of .the next 10 or 15 years to take care of 
increasing requirements as population increases and 
as production and trade are onlarged, but it certainly 
renders the world a little less dependent upon the 
vagaries of gold production from year to year that# 
there is this large store of gold in the United States 
availahlo in one way or another to support prices 
throughout the world at something like tho present 
levels. 

(v) If thcro were present danger of increasing prices 
throughout the world owing to a superabundance of 
gold coming from tho mines, I should regard this 
Indian proposal with much more favour, but it does 
not appear to me that the gold position is one which 
will warrant one in assuming that very stable prioen 
can be maintained if as largo a draft is to be mado 
upon gold supplies as seems to ho involved in. tho 
plan under consideration. Our general impression is 
that the plan will require rather more than tho 
estimated amount of gold. We are inclined to think 
that moro rupees may he presented for redemption 
in the early years than tho plan assumes, ami we are 
not at all certain that a considerable quantity of 
notes may not be presented for exchange into rupees, 
tho rupees in turn being presented to the Indian 
Oovermnent for conversion. Hut quite apart from 
this uncertainty ns Tegards tho monetary require- 
ments for gold under tho plan in tho earlier years, 
wo also foci that thcro is grave danger that tho non- 
monetary demand for gold in India inay bo increased 
through tho elfect of the plan upon the Indian public. 
That was a point which was brought out hist Friday 
in our discussion on silver. Wo fool that the decline 
in tho value of silver which wo anticipate as a result 
of the plan will greatly accentuate the tendency to 
accumulate gold in India, at least in the early years 
of the operation of the plan. Therefore we cannot 
regard with satisfaction a plan which makes so largo 
and indeterminate a draft upon this store of free 
gold in the United States. That, I think, Mr. Chair- 
man, covers what 1 had in mind to say regarding 
the establishment of the plan, as contrasted with tho 
working of tho plan once established. 

15.294. (Chairman.) Let us pause there for a 
moment in order to sec if any of my colleagues have 
any point which they w'ould wish to have cleared up, 
in your most helpful treatment of the subject. 

15.295. (Vrofvssor Coyajee.) Professor 8 p rag no, a 
friendly critic of the admirable exposition which you 
have given us this morning, might put forward this 
proposition. Would it not pay tho United States, 
or for that matter the world, to grant the loan 
required by India for establishing a full gold standard 

'something in tho vicinity of £103,000,000—and thus 
obviate the certainty of India absorbing tho annual 
amount* of gold which she has been absorbing? It 
could be argued, could it not, that if a gold currency 
and a gold standard were established tho habit of 
hoarding might bo weakened, because people would 
say, “ The gold is always available for us whenever 


wo want it.” Thus the people might be educated 
out of the hoarding habit. Would you consider that 
a sound proposition?— I do not think that that would 
ho a potent influence in lessening that habit. In the 
first place I would call attention to the fact that 
silver coin has been used for generations, and silver 
has also been stored away both in coin and uncoined 
form. The propensity — to use a word much affocted 
by Adam Smith- to accumulate gold is in part due 
to tho desire to havo something of vuluc on hand. It 
is in part due ;to the ornamental attractiveness jf 
gold, and it is in part due to certain legal arrange- 
ments in India relative to tho share of property 
going to tho widow. It is also due, I tako it, to a 
lack of avenues for the investment of savings, or to 
inexperience in putting savings into productive use. 
I feel that the means of modifying the habit of 
accumulating precious metals are quite various, and 
that the introduction of a gold currency is one of the 
least important of them, and that perhaps in the 
initial stages of the plan it would not be a means of 
lessening but rather of increasing the tendency to 
accumulate precious inotals- in this case gold. I 
think it is necessary to establish banking facilities, 
to dovelop investment facilities and tho investment 
habit if .the propensity to store gold is to be 
weakened; hut when this lias been done, then it 
might he that tho introduction of a gold currency 
would slightly further that development, though I 
am by no means sure of it. Take the case of France. 
Tho habit of investment is pretty general in France, 
but still, the old habit of storing away money con- 
tinues in that country. It is a very deep-ecatod 
habit, and I know of no instance in which it has been 
suddenly changed. 

15.296. Another question on the same topic is this. 
How would the working of the gold standard in a 
country which has got the hoarding habit differ from 
the working of the gold standard in a country which 
lias not got any such system? Have you any opinion 
on that? — That is a part of what f intended to tako 
up in the second part of my statement. 

15.297. (Professor Coyajee.) Then I will defer my 
question until that time. 

15.298. (Sir Fvrxhotamtlas Thakurdan.) You said 
that the free gold in America at present is required 
to support gold prices at a certain level. Would it 
Iks a correct inference to make that you do not think 
that the level of prices at present can be looked upon 
ns likely to stand ? Do you expect fluctuations, and, 
if so, downwards only? — I look upon gold as having 
a very decided influence upon prices if you take long 
enough periods of time into account. Tho averago 
level of prices for any period of five years — say a 
period of five yoa-rs 20 or 30 years honeo — would in 
my judgment be very greatly influenced by the 
amount of gold produced during the next 20 or 30 
years, and to tho methods employed in its use as 
money. I think it is probable that it will be neces- 
sary to economise in tho uso of gold if anything like 
tho present level of prices is to bo maintained during 
tho next 25 years. I do not believe it would be pos- 
sible to introduce a gold currency throughout the 
world without involving a drastic decline in the level 
of prices. Just how far it may be possible to go in 
tho introduction of a gold currency throughout tho 
world I am unable to say. 

15.299. Do I understand, then, that you fear that 
the prosent level of prices may fluctuate downwards 
only ? — I think that with this store of one billion and 
a-half free gold in the United States, and with 
reasonable economy in the use of gold for monetary 
purposes throughout the world, it is reasonable to 
presume that prices will not fall, but if there should 
be an unxpectedly largo increase in the annual out- 
put of gold I should think it might prove desirable to 
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inject A considerable amount of gold into hand-to- 
hand use in order to maintain in a rough way tho 
present level of prices. We cannot tell in advance 
what it may be desirable to do over a period of 25 
years in order to secure, so far as gold is concerned, 
that desideratum — a fairly stable level of prices over 
the years; but I am convinced that a very largo 
withdrawal of gold at the present time for hand-to- 
hand use, whether in India or elsewhere, would be 
inadvisable both because it would render difficult the 
restoration of the gold standard in many countries 
and because it would probably involve some decline 
in tho level of prices. 

15,300. (Sir Reginald Mant.) You have shown us 
thAt there is reason to believe there iis about 1,200 
million to 1,500 million dollars of what might ho 
called surplus gold in the United States, although 
steps have been taken, T understand, to prevent that 
gold from being used for the inflation of prices?-- 
That gold is already, in a sense, used. Perhaps 1 
might illustrate it by outlining the process by which 
any given increase of gold coming into the United 
States affects the price situation. Lot us suppose 
that 100 million dollars additional gold is imported 
to the United States. That gold will immediately 
l>o deposited in various Member Banks. They in 
turn will redeposit that with the Federal Reserve 
Hanks, thus increasing their reserve the reserves of 
tho Member Banks — by 100 million dollars. They are 
required to maintain de|K)sit balances at the Reserve 
Banks equal to, roughly, 10 per cent, of their own 
deposit liabilities. Thus you might suppose that 
the Member Banks would be able to lend a thousand 
million dollars on the basis of the additional 100 
million of balances they have created at the Reserve 
Banks by depositing the 100 millions of gold. They 
could not increase by a thousand millions, because 
as they increase their loans and cliequoing accounts 
through tho loans, and those chequoing accounts are 
drawn against, additional currency will bo required. 
Tt is not an automatic situation, but tho tendency is 
there, and 1 think one may say, roughly speaking, 
that any largo increase in loans by Banks will in- 
volve also an increaso in currency; and my estimate 
would he that an additional UK) millions of gold de- 
posited with the Federal Reserve Banks would enable 
the Member Banks to increase their loans or the 
volume of credit by perhaps 500 millions. That, I 
would say, is tho total initial and direct effect of the 
importation of 100 millions. But this has left tho 
Federal Reserve Hanks unaffeirted so far. They have 
received an additional 100 millions, and it would bo 
possible for tho Federal Reserve Banks, on tho basis 
of that 100 millions of gold, to extend credit, which 
in turn would increaso the deposit balances of the 
Member Banks and enable them in turn to enlurgo 
credit. You may say that any 100 millions imported 
is certain to produce the direct effect of an increaso 
in the loans and in vestments of tho Member Banks. 
They are competing with each other, and each Mem- 
ber Bank desires to employ its resources fully. But 
the second stage — the use which tin? Fedoral Reserve 
Banks may make of the 100 millions is subject to 
control by the Federal Reserve Banks. They are 
not required to lend any more liecausn they have 
received 100 millions of additional gold. They may 


simply leave it unused. It will then merely increase 
the reserve ratio of tho Federal Reserve Bunks. That 
is the situation. Tho last billion of gold received in 
the United States has hod the effect of increasing 
tho loans and investments of tho Member Banks, 
hut it has not led tho Federal Reserve Bunks to 
increase their own earning assets; and 1 think it is 
reasonable to say that if tho Federal Reserve Banks 
held at the present moment 300 million, 400 million 
or 500 million of gold loss than they now hold tho 
loans of the Federal Reserve Banks would not !k> 
appreciably different from what they now are. The 
gold that T spoke of ns free gold has exerted its full 
influence so far as it has enabled the Member Banks 
to enlarge their own loans and investments, hut it 
lias not exerted the influence which it might exert 
in enabling the Federal Reserve Banks to extend 
more credit. 

15.301. (Mr. Strong.) Mr. Chairman, would it he 
of any interest to tho Commission to extend this 
particular discussion of tho policy of the Reserve 
11a nks into the further field of control, if you please, 
of the use which the MemW Banks themselves may 
make of the credit created by a gold import? Dr 
Sprague’s discussion stops at tho point of the policy 
of the Member Banks. 

15.302. (Chairman.) Will you amplify the matter 
m that respect? -Yes, if agreeable to Dr. Sprague. 
Ono of tho items of policy of tho Reserve Banks 
necessarily must ho at times to exercise such an 
influence upon tho crodit operations of the Member 
Banks that this very process of expansion of loans 
and deposits growing out of tho importation of gold 
may not he a menace to our credit jMKsition and 
result in a rise in prices. The Reserve Banks havo 
always been able to maintain a reasonably satisfac- 
terv portfolio in recent times, say, one-third, in 
bills which are taken from the market (the typo 
of bill which is common in tho London discount 
market), roughly, one-third in Cover n men t securi- 
ties, and the balance, fluctuating from ono-third to 
a larger amount, in discounts of paper which art) 
offered to us for discount by our Member Banks. 
Now, a largo movement of gold to the United States 
creating those reserves can in part bn off-set by 
withdrawal of credit from the market by the liquids 
Lion of a part of our portfolio. Tho process takes 
place ordinarily by tho Rosorve Banks upon their 
own initiative selling their Covernment securities. 
Sales of securities from portfolio effect a depletion 
of tho reserves of the Member Banks, which can 
only lie restored by borrowing from us. As their 
borrowings increase in order to make good tho deple- 
tion of their reserves, our rate of discount becomes 
more effective, and we get a more complete control 
of tlicir power of expansion of their loan account. 
So that, to carry the description, which Professor 
Sprague has made, beyond the point of tho simple 
control of our own capacity of expansion, we are 
able to exercise some control over the ability of 
the Member Banks to expand their loan account 
by forcing them into debt to the Reservo Bank and 
making our discount rate an effective chock upon 
that expansion. 

15.303. (7)r. Spragve.) Perhaps at this point it 
might be of interest to the Commission if a copy 
of the Weekly Statement of tho Reserve Banks 
were inserted in tho records. 

15.304. Yes, I think it would be ao .—(Dr. Sprague.) 
The following is the statement: 
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Resources and TAahiHtie s of the Twelve Federal Banks Combined . 
(fn Thousands of Dollars.) 


Resources. 

April 14, 1926. 

April 7, 1926. 

April 16, 1926. 

Resource. 

Gold with Federal reserve agents ... 

Gold redemption fund with U.S. Treasury 

1 ,385,430 
52,815 

1 ,384,531 
47,741 

1,554,000 

54,419 

Gold held exclusively against F.tt. notes 

Gold settlement fund with F.R. Board ... 

Gold and Gold certificates held by banks 

1,438,245 

715,880 

627,063 

1,432,272 

730,247 

620,827 

1,608,4 9 
637,109 
599,055 

Total Gold Reserves 

Reserves other tlmn gold 

2,781,788 

167,017 

2,783,340 

150,306 

2,844,483 

141,044 

Total reserves 

Non-reserve cash 

Bills discounted 

Sec. by TT.S. Government obligations 

Other bills discounted 

2,938,805 

62,838 

334,735 

242,549 

2,933,651 

61,484 

290,169 

288,383 

2,985,527 

50,630 

206,132 

189,170 

Total hills discounted ... 

Bills bought in open market 

U.8. Government securities : — 

Bonds •§• ... ... ••• ... ... ••• 

Treasury notes 

Certificates of indebtedness 

577,284 

274,058 

94,136 

143,465 

139,415 

578,552 

229,773 

74,997 

134,897 

132,135 

395,302 

274,058 

84,896 

244,780 

28,156 

Total IJ.S. Government securities ... 

Other securities 

Foreign loans on gold 

377,016 

5,185 

8,700 

342,029 

5,185 

8,800 

357,832 

1,652 

10,500 

Total hills and securities ... ... 

Duo from foreign banks 

Uncollected items 

Bank promises 

All other resources 

1,242,243 

043 

708,248 

69,481 

10,201 

1,164 339 

643 

635,145 

59,480 

15,040 

1,039,344 

639 

786,206 

59,241 

21,618 

Total Resources ... 

Liabilities. 

F.R. notes in uctual circulation 

Deposits : — 

Member bank— reserve account ... 

Government 

Foreign bank 

Other deposits 

5,088,459 

1,681,096 

2,283,222 

43,280 

4,576 

16,074 

4,869,782 

1 ,652,878 

2,191,635 

60,580 

7,954 

18,298 

4,949 205 

1,698,090 

2,141,443 

37,027 

5,905 

23,571 

Total deposits 

Deferred av ii lability items ... ... 

Capital paid in 

Surplus ... 

All other liabilities ... 

2,347,152 

703,600 

120,898 

220,310 

15,403 

2,278,467 
582,779 
120,455 
220,3 It) 
14,893 

2,207,946 

698,694 

114,586 

217,837 

12,052 

Total Liabilities ... 

5,088,459 

4,869,782 

4,949,205 

Ratio of total resorves to deposit and F.R. note liabilities 
combined. 

Contingent liability on bills purchased for foreign corre- 
spondents. 

73*0 % 

74-6% 

76-4 96 

68,202 

68,172 

44,897 


15,305. (Sir Reginald Afant.) Thor© nr© just two 
points I would like to put to you, Dt. Sprague, in 
connection with this surplus of free gold. The first 
is this. It is evident, 1 think, that it must cost 
America something to hold this gold. Dr. Hollander 
told us the other day that America regarded Iterself 
ns holding it in trust for tho other nations when 
they wanted it. I take it that it would he to the 
advantage of America to get the other nations to 
take some of this gold, assuming that that gold 
were applied for strengthening and stabilising the 
currencies of those other nations. From that point 
of view it would be an advantage to America, would 
it not, and an economy, to get rid of some of this 
surplus gold P — Yes, but the advantage is not very 
considerable. Assume, for example, a loan of 500 
million dollars at, say, 6 per cent., that is 30 million 
dollars a year. Well, for a country whose annual 
income may he estimated at 00 billion of dollars, SO 


million dollars is not very much. — (Mr. Strong.) 
May 1 make a further addition to Dr. Sprague’s 
answer? I wholly disagree with the theory of the 
cost to the nation of this gold. One might say that 
it costs any nation an unnecessary amount of in- 
come which it might otherwise obtain, to have a 
high bank reserve. In other words, if, under tho 
conditions which now exist in the world, it seems 
appropriate or necessary— not in a selfish sense but 
with regard to the interest of monetary restoration 
in the world --that the United States should run its 
banking system as now reorganised with a reserve 
which is, say, 20 or 25 per cent, above whnt has 
formerly been regarded as, we will say, the appre- 
hension point of bank reserve, it simply means 
that we have so many millions of gold in bank 
reserves in the United States which wo have received 
in exchange for goods sold to the rest of the world 
which we would prefer, as a matter of national 
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policy and protection to allow to remain idle 
as a fiurpluB, or as an excess, or as an unduly largo 
reservo, rather than to permit it to earn money when 
the earning of that income would result in a 
disastrous inflation. In that sense 1 do not think 
we can regard tlio Iohh of interest— which is a cost — 
and the loss to our Federal Government of the 
amount of franchise tax which it would otherwise 
receive from tho Federal llescrvo Banks, as a 
national loss. It would .possibly bo a more proper 
characterisation to regard any such loss of income 
as an insurance premium which we are quite willing 
to pay for protection against nil tho disorders of 
a highly rapid fluctuation in prices. 

16.306. The other point which 1 wanted to put 
wa8 this. Is there any risk of this surplus gold in 
America boing used for inflationary purposes? — Is 
there any risk of it being used to raise prices? — 
Dr, Sprague,) T should say that, perhaps on account 
of the still vivid recollection of experiences between 
1916 and 1921, there is no desire on the part of the 
people of the United States to go through nnother 
period of rapidly rising prices; rather tho contrary. 
The desire to maintain something like the present 
level of priceB in the United States seems to mo to 
be very deep-seated at the present time. I do not, 
in the near future, at all events, anticipate any 
serious danger from the possession in tho United 
States of this free stock of gold. There is the possi- 
bility of large credit oxpansion with consequent rapid 
rise in prices, but I do not believe that there is any 
danger of Buch credit expansion. 

15.307. (Sir Maneekji Dadabhoy.) ]>r. Sprague, I 
must confess that 1 am greatly informed this morn- 
ing by the very candid statement you have made re- 
garding the gold position in America. It will throw 
considerable light on our impending deliberations. 
There are certain points, however, in your evidence 
to-day, as well as in the evidence which Dr. Hollander 
and Mr. Strong gave on tho last occasion, which 
require clarification. I will request you, therefore, 
kindly to givo me a few moments to discuss with 
you some of the important points which you have 
raised. I have vory carefully followed your evidence 
and have gono through your written statement, and 
I find some difficulty in exactly gauging the situa- 
tion. I cannot make up my mind from your state- 
ment whether you and your distinguished colleagues 
object to tho adoption of a gold standard for India 
or object to a gold standard with a gold currency 
but without objecting, to a gold standard. 

16.308. (Chairman,) I see that your examination, 
Sir Maneekji Dadablioy, is going to tako rather a 
general aspect. Would it perhaps lx* more con- 
venient to allow Dr. Sprnguo to complete his develop- 
ment of the situation as regards gold before we go 
into any general matters, because so far we have 
only heard ono-half of his development of the situa- 
tion? 

16.309. (Sir Maneekji Dadabhoy.) Just as you like, 
Sir. 

16,810. (Chairman.) I think, if tho examination is 
going to take rathor the general line indicated by 
your first question, it would be hotter for Dr. Sprague 
to complete his statement. Then, Dr. Sprague, may 
I ask you now to continue with the Becond aspect 
of the scheme to which you referred in the first part 
of your analysis, namely, how it will work? 

15,311. (Dr. Sprague.) (i) Yes. It would probably 
simplify the examination of the matter if we assumed 
that the gold has been in some way secured without 
involving any credit difficulties in Europe or in the 
United States. We might make such a supposition, 
for example, as that the 103 million pounds had been 
Booured in India itself by the flotation of a loan in 
India which was absorbed by the Indian people act- 
ing under tho general patriotic desire to secure the 
establishment of a gold standard, and attracted by 
the investment qualities of the loan to be brought 
out by the Indian Government. It would indeed 
appear to me to give real ground for believing that 


India was ready for the gold standard if such a 
loan could be successfully floated in India itself, 
extracting from the stores of gold the desired 103 
million pounds. It would indicate that the habit 
of saving gold was in course of being weakened and 
that presumably it would be still further woakonod 
with the gold currency. With the loan floated in 
India, such an arrangement would furnish the 
Treasury with the desired amount of gold; would not 
threaten tho gold standard in other countries, and 
would, as I say, bo an indication that there was little 
danger to be apprehended of an accentuation of gold 
hoardings through tho operation of the plan. 

(ii) India enjoys regularly a favourable balance of 
merchandise payments — a balance which is subject to 
a great deal of variation from one year to another, 
as must almost inovitably bo the case with a country 
the exports of which aro mainly agricultural, whore 
the crops vary greatly from year to year, depending 
as they do in large measure upon tho monsoon. I 
am troubled, when I consider the working of this 
plan, by the possibility that after a year of particu- 
larly largo exports there may be a disturbingly largo 
inflow of gold to India. L might illustrate tkut by 
citing tho caso of tho United States. Tho United 
States was formerly far more largely an agricultural 
country than it is at present, but it is still tho 
caso that exports from tho United States are 
subject to vory wide variations from year to year. 
In ono year wo may havo an export surplus of 
500 million or 600 million dollurs, followed tho 
next year by an oxport surplus of a billion and 
a half. Such a range of fluctuation in our export 
surplus is quite possible. If tho United States would 
only tako gold in payment for this excess of exports 
— if tlial had been the situation in tho United 
Stales in former decades, in the ’80’s and the ’90’s, 
lot us say, of last century it would have rendered 
the working of Lho gold standard in European 
countries almost an impossibility. But tho inflow 
of gold was moderated and spread over a longer 
period, through the influence of discount rates and 
through tho movement of securities backwards and 
forwards. In a period of largo exports from the 
United States American securities bold abroad would 
bo in part returned to tho United States and taken 
by American investors, or balances would bo left 
in the European banks and 'gradually drawn down. 
[ do not understand that thero aro any such 
counteracting influences available to tho same extern, 
in tho relations between India and the rest of the 
world, or that there would bo such under this plan. 
In tho past, however, thero has boon something 
which served tho purpose which was served in the* 
United States by tho return of securities and the 
influence exerted by relativo discount rates. That 
substitute in tho caso of India was silver. In years 
of prosperity, additional requirements for currency 
in India wero met by tho purchase of silver in the 
markets of the world, and such purchases had no 
more effect upon tho monetary position in European 
countries than the purchase of an equivuluut value 
of cotton cloth; hut if you substitute a demand for 
gold for tho former demand for silver you introduce 
a factor into the working of tho gold standard in 
other countries which may compel erratic and 
extreme fluctuations in discount rates. A slightly 
analogous case is furnished by Egypt. Egypt, in 
tho prc-War period, was a very disturbing factor in 
tho functioning of tho money market, because evory 
year, after the cotton harvest in Egypt, a large 
amount of gold was pulled out of the London 
market, since that was virtually tho only kind of 
currency in use in that country. Tt was a disturbing 
influence that could be endiirod, because it was 
relatively small, but a similar influence on tho larger 
scale possible in tho case of India will introduce a 
factor into the situation which will render tho gold 
standard far less satisfactory than would otherwise 
be the case, and IhiB must necessarily have reactions 
upon India. In particular, in the case of an 
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agricultural country, it is not dosirahlo that your 
customers should be subject to the strain involved 
in protective high discount rates at just tho time 
when they aro purchasing your crops. 

(iii) My conclusion is, not that it is necessary for 
India to continue exactly the currency arrangements 
that it maintained in pro- War years, but rather that 
us u part of any scheme for the establishment of the 
gold standard it is of the utmost importance that 
agencies bo developed in India which will lesson the 
strain upon the gold supplies of the rest of the 
world in years of particularly favourable Indian 
export business; and I ain convinced that the 
particular agency which is most essential in this 
connection is banking. If you have a banking 
system which is well diffused throughout tho country, 
which can influence tho situation in India by 
changes in discount rates, and which can facilitate 
the spreading over a considerable period of timo 
the demands for gold which India may make because 
of its export trade, then you have developed the 
necessary agency which will permit the establish- 
ment and the functioning of the gold standard in 
India without repercussions which will render the 
gold standard unsatisfactory everywhere throughout 
the world. The development of bunking, in other 
words, appears to me to be far more essential in 
India than a gold currency. It would appear to 
me to bo essential as a moans of developing the 
country, of weakening the tendency to store away 
precious metals, and as a means of inuking those 
temporary adjustments in payments between 
countries that are essential for the satisfactory 
working of tho exchanges and, in general, for the 
functioning of central banks throughout the world. 

(iv) T think that this, in part, at least, answers the 
question which the Chairman suggested might be 
deferred until I had finished my second statement 
regarding gold. It is not tho gold standard or a 
gold currency which at the moment seems to mo 
to ho the desirable first step in tho development of 
monetary arrangements in India. I believe there 
are two desirable and practicable developments 
which can he initiated now, and which might in 
the course of time permit the full adoption of the 
gold standard without disturbance to tho rest of 
the world. One of thorn is, as I have indicated, 
the further development of hanking. The other is 
a broadening out of the arrangements developed in 
pre-Wnr years and in recent years for operating the 
gold exchange standard. The gold exchange 
standard realised, on the whole, what seems to me 
to he tho essentials which aro secured through 
the gold standard itself, hut it was rather 
narrowly based upon a single market. It does not 
appear to mo to be on tho whole dosirahlo that a 
country so large as India should operate a gold 
exchange standard through a single market. There 
is no fundamental difficulty in operating a gold 
exchange standard on two or even all of tho money 
markets of the world which are upon a solid gold 
basis. Exchange can lie furnished to support the 
rupeo at some given value on Now York as well as 
upon London and other centres. The exchange 
market can be made to function, in other words, 
very much as it would function if India were on a 
gold standard. If the gold exchange standard w r ere 
developed in that way Indian credit would Ixicomc 
far more familiar than it now is in other markets 
than London, and tho flotation of loans at some 
future time, whether for purposes of tho carrying out 
of some monetary plan or for other purposes, would 
he greatly facilitated. At this point I presume that 
1 am in a sense answering the very lust question 
which appears in the questionnaire with regard to the 
practice of purchasing bills in India rather than tho 
sale of council drafts in London. As a further 
development of the gold exchange standard it would 
seem to me desirable that the •business should be 
transferred from the Government of India to a 
central bank — presumably to a new bank or perhaps 


to the Imperial Bank; but I see no reason for con- 
tinuing tho practice of handling thiB kind of business 
through a direct Government Treasury agency. I 
should suppose that it would be an essential measure 
in the development of modern banking arrangements 
in India that the entire business of furnishing the 
Government with its balances in London should be 
bundled through hanking agencies rather than 
through the Treasury. In other words, the two 
mutters of broadening out and modifying the gold 
exchange standard, and the further development of 
banking agencies, are very closely associated. 1‘ 
think at this point I am ready to answer any further 
questions. 

16.312. (Chairman,) Thank you very much indeed 
for your further explanation. It has reached the 
point when it looks forward from the scheme which 
has been particularly under consideration to other 
and alternative schemes, as to which you have indi- 
cated, on a broad basis, the direction in •which, in 
your opinion, advance might be made. 1 will ask 
Sir Mu neck ji Durlnbhoy now to resume his questions. 

15.313. (Sir Maneckji Dadahhoy.) Dr. Sprague, 
tho statement which you have just made gives a 
different aspect to your earlier evidence, hut I still 
think it would be better to get to know the exact 
position in which we stand, and 1 will attempt to 
clarify it step by step. I understand, so far us Dr. 
Hollander’s statement and Mr. Strong’s evidence 
were concerned, that you are generally opposed to a 
gold standard and gold currency for India? — I am 
opposed, surely, to a gold currency for Tndia, and 
indeed for any other country, because I consider 
that that is a backward step in monetary practuw, 
and T do not believe there is sufficient gold available 
in the world to provide a gold currency and maintain 
something like the present level of prices. If we had 
less gold in the United States wo should not have 
gold certificates in circulation. The people do not 
particularly desire the gold certificates. It is simply 
one way of putting aside a portion of this free gold 
to which I have referred. Tho gold stundard (loos 
not soei.'i to me to requiro a gold currency anywhere 
in tho world. A gold standard in India I contemplate 
as a desirable outcome of your monetary develop- 
ment, but I hesitate to favour it until relations have 
been developed with some of tho other gold-standard 
countries, and until there haN been some further 
development of banking agencies. In other words, T 
regard it as desirable for tho immediate future to 
return to the gold exchango standard, but to broaden 
it out and to establish certain hanking agencies 
which aio now lacking, and to transfer to those 
agencies the business now handled by the Treasury, 
and then to ostablisli the gold standard ; but I am 
uuahlo to say hew long three preliminary steps will 
take. 

15.314. When you refer to tho relations which 
should he established betweon other countries and 
India, I presume you refer to monetary relations. 
You refer to relations which exist now in Europe and 
as hctw'een America and Europe in tho matter of 
i n tern a tional i n vestments P — Yes. 

15.315. You advise the development of that 
relationship? — I am not certain about tho develop- 
ment of international investments in India. I rather 
think the position of India for a long time will he 
rather similar to that which was occupied by tho 
United States until recont years; that is to say, that 
it will lie a country in which a considerable amount 
of foreign capital will be invested, but which will not 
itself be investing very much in foreign countries; 
hut if in tho various enterprisoH in India a portion of 
the cupital is secured in India and a portion of the 
capital of at least some of them is secured outside, 
then you have securities which may be sold back to 
India in years of particularly high prosperity in 
India. That would be a desirable development and 
would facilitate the functioning of the exchanges to 
meet varying situations. I do not regard that as a 
Mine qua non. It is simply one of the possibilities of 
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meeting fluctuating demauda for payment arising 
out of extreme fluctuations in the export surplus 
balance. 

15.316. I quite recognise the fact that a consider- 
able amount of foreign capital will bo required for 
the exploitation or working of the resources of 
India. That is another point. But I would like 
to be enlightened by you on the point whether in 
virtue of India’s favourable balance of trade she 
would bo entitled to be paid in gold if she so desires, 
seeing that you. could not expect India in its present 
ntate of development to go in for foreign investments 
as is done by other countries F India doubtless would 
be entitled to draw gold, but tho question is whether 
it would be desirable from the Indian point of view 
to withdraw tho gold. Tf you have developed certain 
agencies it will be possible to avoid or defer draw- 
ing the gold. On the other hand, in tho absence of 
those agencies you will not only be entitled to draw 
gold, but you actually will withdraw it, and it makes 
for a lack of co-operation with the rest of the world 
which would render the functioning of tho gold 
standard very unsatisfactory and compel protective 
measures. The gold standard, as I see it, is rather 
a delicate device. Upon gold is built up a vast 
structure of credit. Tf the foundation upon which 
this credit rests is subject to great disturbance, if 
some of the underpinning, or a considerable part of 
it, may be removed, it threatens the entire structure. 
Throughout tho world we are building up and have 
built up this structure of credit rather on the assump- 
tion that slight influences of one sort and another 
will protest in each country the basic foundation, that 
is gold. Thin is desirable for all parties. But if you 
have no agencies in a particular country which is 
entitled to draw a lot of gold, ahlo to exert an 
influence which will spread this demand over a con- 
siderable period of time, and perhaps defor it alto- 
gether, it may then heroine necessary for each 
country to endeavour to acquire a greater base and 
an excess of gold to meet this contingency. 

15.317. (Mr. Wrong.) May I make ono extension 
to Dr. Sprague’s remarks? India now does draw 
gold freely from the rest of the world in settlement 
of favourable balances of merchandise payments. Tn 
fact, for tho last four years I think it is shown that 
India lias taken about all tho world’s production 
of gold except such part as has hern drawn into use 
for the arts and industry. The point which T would 
make about the draft on tho world's gold through 
tho establishment of a gold standard and a gold cur- 
rency in India, arises from the differences in habits 
as well as in the banking structure of India from 
othfer banking nations. All the gold that comes to 
the United States pours into the Deserve Bank. It 
is mobilised, and in such control that in a period of 
adverse trade or at a time, if you please, when credit 
conditions in other parts of th(i world, owing to rise 
in interest rates and shortage of capital, induce a 
demand upon America for tliat gold, tho accession 
of gold which we have had in former years on a 
favourable trade balance may be drawn upon by the 
rest of the world to fortify their own monetary posi- 
tion. Now, the question arises with India, if there 
is an immediate adoption of a complete gold 
standard, whether a gold circulation can be expected 
to result in such a mobilisation of tho gold which 
India draws from the rest of the world so that it 
may -be available when the sun does not shine on 
India, and the monsoon is not favourable for making 
payment to the rest of the world. This seems to 
me one of the arguments for deferring the full gold 
standard, for I should anticipate that the adoption 
of the full gold standard and gold circulation in 
India would result in the creation of a store of gold 
either in circulation or in store which would not be 
available to the bank of issue at a time when, booause 
of the conditions in India or because of the condi- 
tions in the rest of the world, it was necessary for 
Ihe protection of India’s gold exchange and monetary 
position that gold should be exported from India. 


15.318. Lot us assume for a moment that India 
docs not adopt a complete gold standard with gold 
currency, but only adopts a gold standard. Shall we 
have tho sympathy and co-operation of the Deserve 
Bank of America in increasing our gold reserves for 
the success of that gold standard, and perhaps for 
an eventual partial gold currency in India? — I think 
I may answer that in this fashion, possibly. We ship 
a great deal of gold to India now. Any bank balance in 
the l Ini ted States is capable of being converted into 
gold and taken to India. If, as a result of our trade 
with India, India gets command of dollars in America, 
and especially if the exchange rate enables her to do 
so without loss, Tndia is in a position to command our 
gold as frooly as any other nation. On tho other 
hand, if India approaches the United States with a 
specific project which would require the employment 
of American credit to be converted into gold to bo 
taken to India in support of that project, then it 
seems to me desirable in our mutual interest that we 
should examine tho proposals of that plan to see 
whether, not only it is favourable to tho Indian pro- 
ject and its accomplishment, but also what the 
re-action will he, not only upon tho United States, 
but upon the general carrying out of tho programme 
of monetary reconstruction. I had expected later in 
tho hearing to express that matter in a little different 
way, if I might; but possibly this is the opportunity 
for doing it. 

15.319. (Chairman.) You had bettor not anticipate 
anything which you are going to develop with more 
deliberation?- — I am quite in your hands. It may be 
well to defer it. 

15.320. Take tho points in your own order? — Tt 
bears so directly on the question that I have men- 
tioned it now. 

15.321. ( Sir Maneckji Dadabhoy.) I quite under- 
stand you. I do not expect America to help Tndia to 
its own detriment, and T presume no country is 
expected to do that. Our experience of the monetary 
conditions and financial methods of European 
countries and even of America, in the past is suffi- 
cient to enable ils to understand that that is wholly 
impracticable. But you yourself, in the course of 
your evidence, stated that there aro opportunities 
for American capital being utilised for the restoration 
of the world’s monetary position and the settlement 
of its many problems, and that America has practi- 
cally decided to give gold for the reconstruction of 
Europe. If then the monetary instability of India is 
a question that is brought before tho American 
nation, would the American nation hold back its 
hand and say that India does not fall within the 
scope of the plan of reconstruction which you your- 
self have so vividly laid before thin Commission? — 
( T)r . Sprague.) I think that the Indian proposals 
would stand on tho same basis As all the other pro- 
posals that aro mado. Each one would lie considered 
with reference to its feasibility, and with reference 
to its working after the arrangement has been 
carried through. As T said before, it is a sine qua 
non of any such proposal being regarded with favour 
that, it must, or should be, coupled with somo arrange, 
menti for the development of a bank of issue which 
will in one way or another take over the responsi- 
bility for the currency, so that the flow of gold in 
and out of Tndia will become subject in large 
measure to tho same influences that affect, the flow 
of gold in and out of tho various countries which 
have operated the gold standard. It is not, I wish 
to emphasise, a question of tho amount of the gold 
initially required. It is a question as to whether 
the proposal itself is going to establish something 
approaching tho same kind of gold standard that 
we are familiar with in the western countries, and 
tho difficulty which we see is in part due to the 
practice of storing silver and gold, and in part due 
to the absenco of the agonciee through which those 
influences are affecting the inflow and outflow of 
gold lie tween the various countries of western Eurojie 
or the western world. (Mr. Strong.) May I interrupt 
once moreP 
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15,322. (Chairman.) If you please? — I think, 

possibly, it would be desirable for me to express the 
position in a little different terms than have yet 
been used, because we are here discussing a monetary 
problem, and it might be enlightening if we express 
the same problem in the terms of a transaction. If 
India should approach the American market for a 
loan und for a large amount of gold for the purpose 
of a monetary programme, looking at it as a busi- 
ness transaction, 1 think it would be our duty to 
consider whether there were advantages or dis- 
advantages lor either or both parties. If it were 
that type of sound economic transaction which had 
advantages for both parties, I feel very sure that 
the American bankers would consider it in exactly 
the same light in which they have considered various 
other projects that have been submitted since the 
end of the war, such, for instance, as the German 
programme. In such event, it would hardly be 
necessary for us to appear before the Commission 
to discuss a monetary plan. We would be discussing 
a business programme for a loan, and I should hope 
that if the project appeared to be sound that some- 
thing would result from it. If on the other hand the 
proposal appeared to bo ono where there were 
advantages to India but great disadvantages to the 
United States, i am suro everyone would under- 
stand the reluctance of Lho American bankers to 
enter upon a transaction where wo would be doing 
injury to our own interests, even though there were 
advantages to India as a result. In that event I 
certainly would have felt rather reluctant to appear 
before this Commission. Now 1 apprehend, express- 
ing this as a business transaction rather than a 
monetary inquiry, that the transaction would take 
neither of the two forms that I havo described. In 
fact, before accepting the invitation of the Commis- 
sion, wo convinced ourselves that such a loan placed 
in America would do injury to both parties to the 
transaction; and upon that hypothesis I felt quite 
willing to appear before the Commission and explain 
our views. In fact, I think 1 am justified in express- 
ing it possibly a little more impressively by saying 
this: that upon this specific project for India that 
has been submitted to us, if the progress of monetary 
reconstruction in Europe wero further advanced 
than it is and more securo than it is, and if there 
were no considerable silver interests in the United 
States which would be affected, and we were 
approached with this particular project and asked to 
make large loans in order to furnish the gold to 
enable it to be undertaken, I think we would be 
very reluctant indeed to take the first step in a 
programme for India which we would regard as 
fundamentally harmful both for India, for the 
United States and for Europe. 

15.323. That is rather a wide aspect of the situa- 
tion; but I think perhaps it would be better if we 
developed the matter now by inviting you, if you 
care to, to amplify any of the matters which wo have 
been dealing with. You have re-orientated now, as 
it were, the general aspects of the proposed scheme, 
f was wondering whether you would care to pick up 
now any of tho other threads which were taken up 
and unravelled in the course of the evidence, in a 
more general way?— May I express very briefly what 
l had in mind as the project for the continuance of 
the hearing on iny part? 

15.324. If you please?- Professor Sprague has not 
completed his statement quite. T think it might 
serve tho convenience of the Commission if upon tho 
conclusion of his statement I would possibly amplify 
in some small measure the answers to the specific 
questionnaire, or answer questions as to any portion 
of tho questionnaire on which the Commission would 
like to address questions to me; and then with much 
reservation, and possibly with the reservation of 
even eliminating it from the record, if it seemed 
wise to do so, to make a few rather disconnected 
suggestions about the Indian programme. At the 
conclusion of what I have to say, I will answer any 


questions, especially directed to our own- experience 
in the United States in going through the experience 
which India is now facing, in thoroughly re- 
organising our own hanking business at home and 
then ooncludo my own statement with a general 
summary of tho important points which have been 
brought out in the course of the hearing. • 

15.325. (Chairman.) If you please. We will just 
see now if thcro are any further matters which my 
colleagues want to elicit on the evidence actually 
given by Professor Sprague, and not widen the scope 
until we havo had the benefit of hearing Mr. 
Governor Strong’s final statement. 

15.326. (Sir Maneekji Dudabhuy.) I understand 
that the position comes to this: that you differen- 
tiate tho case of India from that of the Western 
Countries of Europe, on the ground that any pro- 
posal involving the adoption of a gold standard for 
India is detrimental to the interests of America as 
a silver-producing country, since Tndia now absorbs 
a large percentage of America’s production of silver 
year after year?— tyiito the contrary. (Dr. 
Sprague.) No. The silver is only one of the factors 
in tho situation. I should say in the summary we 
admit that that is detrimental to the United States 
in so far as it affects silver, and we hold that it is 
detrimental to India in so far as it affects silver 
through the depreciation of the value of the un- 
coined silver bold in India. On the gold side we are 
convinced that the scheme is premature, in the 
absence of the further development of banking, and 
disturbing to tho rest of the world on that account, 
coupled with the presumed continuance of the prac- 
tico of hoarding gold, which w© believe will be only 
gradually modified. We bold that the gold standard 
is now premature, with the expression of the further 
view that we do not contemplate any time in the 
future when it will be desirable for Tndia or for any 
other country to resort to gold currency, liecause we 
believe that that will involvo a general decline in 
world prices. 

15.327. Then yonr opinion is that India should at 
present and for a considerable timo to come go in 
for a gold exchange standard and postpone the adop- 
tion of the gold standard?— For an uncertain period 
of time, perhaps not very long; India should go in 
for a gold exchange standard broadened out, and a 
further development of the banking agencies. 

15.328. Let me tell you it will bo the work of many 
generations to secure tho development of banking 
habits in India on tho same principle as is done in 
America or Europe. With that information placed 
before you, would you still maintain your view? — 
I should not think that many generations would* be 
required for such developments in banking as would 
presumably render the working of a gold standard 
free from extreme disturbance so far as the rest of 
the world is concerned. I think I can answer that 
question by taking up my next point, and then 
bringing it back to the question you have raised. 
The plan contemplates tho elimination of silver in 
large measure from the circulation of India. It 
favours gold currency, and also notes, and looks with 
disfavour upon the continued use of silver. This is 
indicated by the provision in tho plan removing the 
legal tender quality from the rupeo. Now American 
experience seems to me to furnish in the support for 
the view, that whatever currency you may have in 
a country should he retained. If you desire to 
change in any particular way your currency, the 
most feasible method is to increase, with the passage 
of the years, that particular kind of currency that 
you want, but do not attempt to eliminate the sort 
of currency which you have. In tho United States 
we have a pleasing, and perhaps confuting, variety 
of currency, of which we have samples here which 
might interest members of the Commission. (The 
witness produced certain notes.) I would like to say 
a few words about each of these types of currency, 
all of which move about and circulate with the 
utmost freedom, most people not knowing the differ- 
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enoe between the various kinds. The most venerable 
of these various types of money is the United States 
note familiarly known as the “ green-back.” It was 
issued during our Oivil War, and was inconvertible 
for a period of 17 years. Spocio payments wero 
resumed in 1879; and the United States notes havo 
continued* to circulate. Tho next issue in point of 
time is tho National Bank-note, every National Bank 
being authorised to issue National Bank-notes if 
secured by tho deposit with the Government of cer- 
tain issues of United States bonds. The banks alone 
are responsible for the redemption of those notes; but 
arrangements are made for their redemption through 
the Treasury in -Washington. Our third typo of 
paper money is the silver certificate. During tho 
period of 16 years from 1879 on, the Government 
purchased month by month a certain quantity of 
silver, under legislation designed to support tho 
value of silver at the traditional ratio with us of 16 
to 1. The silver thus purchased was coined 
iwto silver dollars, which were of such a 
sine os to be unacceptable to the people in 
general. For each silver certificate thoro is lodged 
in the Treasury the appropriate number of coined 
silver dollars. At one time, about 1893, our circu- 
lation was redundant in the Benso that the combined 
amount of the United States notes, National Bank- 
notes, silver dollars and silver certificates, was such 
that it tended to make tho level of prices too high, 
tending therefore to force out gold, lowering the 
supply of gold at tho base to the apprehension point. 
After some years of difficulty, however, tho situation 
improved. Tho country was growing in population ; 
and it grow up to its supply of curroncy. There- 
after, for a considerable number of yearH, there was 
no possibility of increasing the aggregate circulating 
medium, except through an increase in tho stock 
of gold. The Government no longer purchased silver. 
Green-hacks were at the fixed amount that was 
outstanding when specie payments were resumed in 
1879. The National Bank-notes could not bo 
increased appreciably, because there were no avail- 
able United States bonds possessing the circulation 
privilege. Consequently, practically all of thn 
increased supply of money in the United Stales 
between the years 1896 and 1914 was in gold. W« 
improved the average quality of our circulating 
medium by increasing tho gold percentage of the 
total. Since the establishment of tho Federal 
Reserve Bank we have had another type of paper 
money, the Federal Reserve notes issued by lit.* 
Federal Reserve Banks, against which those hanks 
must hold a gold reserve of 40 per cent. A very 
large part of the addition to the circulation in hand 
to hand use of tho country that has taken place 
since 1913 has been in the form of Fodoral Reservo 
notes. The amount of gold certificates against gold 
has not appreciably changed if you take tlie entire 
period. It was reduood in the early years of tho 
War, and has since been increased to something 
like the amount outstanding 10 or 12 years ago. 
In view of the parallel which thin experience 
furnishes, I venture to suggest that in formulating 
any currency plans for India it would appear to be 
unnecessary to eliminate all or any considerable part 
of any kind of circulating medium now in common 
use. Particularly is this the caso if you should 
decide upon a scheme of banking and monetary 
improvements which are to bo developed gradually, 
** contrasted with an endeavour to transform tho 
situation overnight, and to establish some quite 
different monetary plan. I believe it would be quite 
possible to leave the rupee, merely adopting the 
policy of making no further increase in the amount 
of coined rupees. You will find that, with the 
development of trade, the growth of population, and 
the passage of yean, additional circulating medium 
w ill be needed, and that oan take the form either 
of additional notes, or, possibly, even of gold in 
circulation. Bnt that can come about gradually, 
involving no special change at any particular 


moment of time, and it would seem to me greutly 
to facilitate the development of bunking agencies 
which will in Alienee the monetary position if you 
start with what you have. I am not sure that that 
answers the question that you last ruised, hut l 
think it has some bearing upon it. 

15.329. 1 quito see your point. 1 gather from 
what you say that, in adopting a new system oi 
currency, we should not set aside the traditional 
form of currency which exists. That is your con- 
dition? — Yes, and not withdraw tho legul tender 
quality from it. 

15.330. So if we are in a position to devise a 
system of a gold standard with tho maintenance of 
the silver rupee, we would then have the co- 
operation of the reserve banks of America in the 
development of our system? — L hesitate to answer 
any question like that, because one cannot judge 
until one has seen tho concrete plan and studied 
it in all its detail; but I should think it would he 
regarded with a great deal of sympathy. 

15.331. (Mr. Preston.) You stated a littlo while 
ago that you thought the best method for us to 
pursue would he to go back to our old gold exchange 
standard. Did 1 understand you correctly in that? 
-■ Yes, broadening it out. 

15.332. (Mr. Preston.) But our gold exchange 
standard, 1 am afraid, has always been a misnomer. 
Corroctly speaking, what wo have in India to-day 
is a simple gold standard, that is, a gold standard 
without a gold currency. 1 would just like to 
exemplify that by reading the Report of the 1893 
Conference : “if tho Secretary of State for India, 
who had long been the largest seller of remittances 
of India, undertook to sell hills of exchange without 
limit of amount at Is. 4Jd. per rupee as a maximum 
rate, but also maintaining, though without formal 
notification, the practice of not selling below 
1 b. 3 3Jd. per rupee.” 

15.333. (Chairman.) What is that document? 

15.334. (Mr. Preston.) This is the official document 
entitled, “ Memorandum giving tho history of 
Indian currency.”* 

15.335. (Chairman.) That is a document before the 
Commission. 

15.336. (Mr. Preston.) Yes. 8o that we got the 
upper gold point and also tho lower gold point at 
which rate it would work, taking tho parity as 
Is. 4d. The next point was that the British 
sovereign and half-sovereign wero mndo legal teiidei 
at 15 and 7J rupees, respectively, the rate then 
established being the equivalent of Is. 4d. per rupee. 
Therefore, what we hud was this. Wo had a top 
gold point of Is. 4Jd., and a bottom gold point for 
remittances, and we also wore able to send 
sovereigns into India and obtain 15 rupees for 
our sovereigns. The trouble now is wo cannot 
operate it because, as a result of the Babington- 
Smith Commission, they established a parity of 2s., 
ami as present exchange is round about Is. 6d., it is 
obvious wo are not going *to send sovereigns into 
India and take 10 rupees for the sovereign when w« 
should ho gutting Its. 13-3-4. Therefore, you will 
see that, practically speaking, we wero almost a com- 
plete, simple gold standard, if it had been properly 
functioning? — 1 agree there is a very close approach 
in tho gold exchange standard, as it is styled, to tho 
gold standard; but there is at least this difference 
in tho caso of India: that your gold exchange 
standard seems to mo to have been operated largely 
by tho Indian Treasury and the India Office, and iut 
by the banks. 

15.337. That is the trouble from which we are suf- 
fering to-day. That is tho exact trouble which a 
great percentage of the people of India have felt a 
good deal of difficulty with, and they desire at this 
particular stage of the financial history of India 
to have all such further difficulties removed and have 
it put down in black and white so that there will 
never he any departure from it in the future. That 

* See Appendix No. 8. 
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in why soveral of my colleagues are so porsistent in 
asking you about a simple gold standard for India ? 

I understand. 

15,038. (Chairman.) That is rather a conclusion 
than a question. la it possible to put the matter 
in tho form of a question to assist the witness? 

15.339. (Mr. Preston.) 1 will put it this way. 
Would that appeal to you as being at this period of 
India’s. history tho continuance of an old system, and 
that it should be put on the Statute Book so that 
there shall bo no departure in tho future from the 
prncopts thus laid down? — 1 suppose that raises the 
question of the rate. 

15.340. Let us leave the rate outside P — 1 should 
think that could be put in a Statute, but 1 may say 
in amplification of my last answer that 1 do not 
see from a very close examination of this plan that 
the India Office and the India Treasury would be 
in any way divorced from handling the exchanges 
any more than they are now, or have been during the 
last 30 years. 

35.341. (Chairman.) I am sure you will tell us at 
once if the questions aro loading you beyond the 
region in which you want to bo?~ I presume they aro 
leading mo out of my depth. Perhaps that was tho 
Chairman’s impression. . 

15.342. (Chairman.) No, indeed not- -very far fron 
it. 

15.343. (Mr. Preston.) I apologise most sincerely, 
but l assure yon it was not with any intent to lead 
you out of your depth. 1 am sure I could never do 
that. 

15.344. (Sir Reginald Mant .) 1 should like to ask 
you one question with regard to these notes which 
you have kindly shown us. Can you tell me whether 
all of these notes are legally convertible into either 
gold or silver dollars P — That in rather a long story 
Practically there in no difference between the various 
kinds of money. Legally, there aro certaiu 
differences: for example, the United States notes are 
legal tender, and for their redemption the United 
States Treasury holds a special gold reservo. They 
are never presented for redemption from that gold 
reserve, hut they are constantly presentod for 
exchange for new notes ns they become worn. Tho 
legal tender feature is of no importance now. It 
formerly luid this importance, that kinds of money 
that were legal tender could ho counted as a part of 
the required reservos of banks before the reserve 
system. The other kinds of money could not be 
counted. The silver certificates are, T believe, legal 
tender. They are legally only converted into silver 
dollars, but it is the policy of tho Government to 
maintain all kinds of currency at parity so that no 
one worries about that particular detail. 

15.345. I was not referring to the question whether 
they aro legal tender, but tho question is whelh«v 
they are legally convertible into actual coin. For 
instance, the ^Federal Reserve note says: 11 The 
United States of America will pay to tho bearer on 
demand 20 dollars.” D^es that mean that they will 
pay, if ho wants it, either gold or Bilvor coin in 
exchange for that note P— That is a special provision 
which has a eurioiiR history. Tho Fedoral Reserve 
notes are redeemable by the Federal Reserve Banks. 
When that Act was passing through Congress there 
was acute division of opinion os to whether thoie 
should ho any liability by the United States Govern- 
ment in connection with those notes. There WM 
strong support for the view that they should be 
simply regarded as tho obligation of the Federal Re- 
serve Banks, but there wore others who took the view 
that the issue of currency is in some way a Govern- 
ment function, and they desired that these notes 
should bo obligations of the United Staten Govern- 
ment ns well as obligations of tho Federal Reserve 
Banks. Consequently, you have that phraseology 
there, hut it has no practical significance. 

15,340. Porhaps I might make tho point of my 
question clear if I explain that it has tieen suggested 
to us that the paper currency in India which is at 
present legally convertible into silver rupees should 


no longer be so convertible.^ £ was trying to ascer- 
tain whether, although in practice the silver dollar 
it not demanded for notes, there is a legal obliga- 
tion on the Fedoral Reserve Board to give anyone 
who demands it silver dollars in exchange for paper 
notes P — They are payable in gold, certainly not 
payable in silver dollars : that is, one does not have 
an option of securing either gold or silver dollars 
for the Fedoral ^Reserve note. The question has 
nob, I think, presented itself as of any practical 
importance in our experience. It conceivably might 
have done so in 1920 if the bullion value of our 
silver dollars had become appreciably greater than 
tho coin value. In that case conceivably people might 
have presented their silver certificates to secure 
silver dollars from the Treasury. Inasmuch os they 
aro really nothing more than warehouse receipts it 
would have created no inconvenience to the 
Treasury. It would simply have created a certain 
vacuum in the circulating medium which would 
readily have been filled up by the i&suq of additional 
Federal Reserve notes. But inasmuch as the quan- 
tity of silver certificates is small relative to the 
aggregate circulation it does not present the sort 
of problem which I judge you are considering and 
which Incomes of importance owing to tho very 
large amount of notes of one typo that are in ques- 
tion, and might, I suppose, be presented for rupees 
in the event that tho metallic or bullion value of 
tho rupee became greater than its coin value. 

15.347. You said, I think, that a man who holds 
a 20-dollar Federal Reserve note could not claim 
either silver or gold. Do you mean that ho could 
not claim at his option to he given a particular 
form of ooin, hut can ho demand to be paid in coin 
of some sort? — Yes. 

15.348. Ho can?- Yes. 

15.349. It is at tho option of tho Bank to give 
him gold or silver ?-— Yes. Practically it is gold 
sinco the Reserve Banks are only required to hold 
gold. Perhaps Governor Strong can state that more 
certainly, but I do not think you could insist upon 
redeeming Federal Reserve notes in green-bocks. — 
(Mr. Strong.) There are two provisions of the law 
which apply to the question which Sir Reginald Mant 
asks. In the late ’90’e Congress passed an Act 
requiring the Secretary of the Treasury to maintain 
all forms of money in circulation in the United 
States at parity — at parity with gold, in point of 
fact. The other provision of tho law is contained 
in the Federal Reserve Act which requires tho 
Federal Reserve Bank to retire their notes on pre- 
sentation at tho Bank either in gold or in legal 
tender money, the legal tender money referred to 
by the Statute being either United States notes or 
silver certificates. If t/hey are retired in United 
States notes the holder can then present them at 
the Treasury at Washington and get gold in retnrn. 
If retired in silver certificates, these warehouse 
receipts, under tho Mandate of Congress to the 
Secretary of tho Troasury, no silver dollar is given 
in exchange, but, in fact, there is a Mandate to 
give gold for silver certificates if the demand for 
gold is made. In practice, however, since the 
organisation of tho Reserve Banks all forms of money 
in circulation must bo convertible into gold for this 
reason: that the silver certificates and tho United 
States notes — that is, the green hacks — must he 
received on deposit by the Federal Reserve Banks 
if tendered and they are actually part of fcbeir 
legal reservos.' Now any Bank with a balance at 
the Federal Reserve Bank can got gold for that 
bullion. * In other words, he can convert these 
various typos of currency in common circula- 
tion into bullion at the Federal Reserve Bank and 
then convert that bullion into gold. Now the direc- 
tion by Congress to tho Reserve Banks, or, at least, 
the provision in the law requiring the Reserve Banks 
to redoem in gold or legal tender money, is modi- 
fied by another provision which requires the 
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Treasury to redeem the notes only in gold at Wash- 
ington, and it requires the Federal Reserve Ranks to 
maintain a gold redemption fund in the Treasury 
of such percentage of the demand ns the Secre- 
tary of the Treasury may require. So that the 
combination of the various provisions of the law 
requiring the maintenance of the parity of all forms 
of money and requiring the redemption of the 
various forms of money at {Jiffcrenh places ultimately 
gets back to a gold demand in point of fact, and in 
practice the Reserve Banks give gold on demand 
to anyone presenting either a cheque on a Bank 
or any other of the forms of currency in circulation. 
Does that answer your question P 
15.350. (Sir Reginald Mant.) I think that makes 
it quite clear. . , 

15,351 ( Professor Coyajee.) Will you amplify a 
little the analysis of the peculiarities of tho working 
of a gold standard in a country that is hoarding P 
Would it work in a peculiar manner in a gold 
standard country where you have the existence of 
boards -been use the hoards might come out on cer- 
tain occasions (like periods of speculation, or 
famine's) and so cause rises in prices and 
also affect the balance of trade. — (7>r. 
tSprngvc.) Yes, 1 have in mind a reverse 
situation; a prosperous condition which 1 think is 
more likely to prove the disturbing factor. If 1 may 
again illustrate from American experience in periods 
of prosperity and of large and even abnormal exports 
of merchandise, as gold drifted in, it would have an 
immediate and decided effect upon the banking posi- 
tion making for easy money rates and liberal loans 
on the part of banks, and a tendency in consequence 
for prices to advance, thus setting in motion those 
forces which lvould tend to restore equilibrium. 
The functioning of the gold standard in tho specific 
conditions seems to mo to presuppose that gold move- 
ments will quickly set in motion influences tending 
to restore an equilibrium between various trading 
nations, partly through the upward movement of 
prices and the ousy money in a country receiving the 
gold, and through the reverse influences operating 
in the country shipping gold. It tends to keep all 
the countries pretty nearly in a balanced situation. 
If a country tliut hoards gold has an nbnornml export 
surplus and tho gold flows in, the influences are at 
once set at work in tho purchasing countries which 
lose the gold, tending to high money rates and 
depressed prices; hqj; the opposite influences of an 
easy money market ancl rising prices may not be very 
much felt if prosperous producers in the country in 
question simply hoard away the gold, nnd it does not 
enter into hanking and business use. Therefore, I 
should expect that the importation of, say, 100 mil- 
lions of dollars to India, the result of an abnormal 
export surplus, would not set in motion ths cor- 
rective influences to quite the same extent that they 
would be set in motion if a similar amount or an 
amount proportionate to the relative population bad 
been exported, let us say, from Europe toHlie United 
States. You do not get that delicate adjustment 
quite to the same extent if this monetary m uteri al 
may, instead of going into banks, go into hoards. 

’ Now, in the case of a reverse movement, I am not 
at all certain to what extent the gold would flow out 
of tho hoards. I do not think it would flow out as 
immediately as might be desired. Rather T should 
fear that it would flow out of the banks, making for 
a strain on such hanking machinery as has been 
developed and only after a period of pretty consider- 
able and severe strain extracting very much of the 
gold from hoards. In both directions you have not 
got that interrelation of influences which seem to me 
to be essential for the satisfactory functioning of a 
world gold-standard mechanism. 

15,352. (Sir Alexander Murray.) Among the notes 
you have been good enough to show us T see you have 
a Federal Reserve note. Is not there also a Federal 
Reserve bank noteP — There are no Federal Reserve 
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bank notes being ‘isffued at the present time. Pro- 
vision was made in the Reserve Act for the issue of 
Federal Reserve bank notes since it was contemplated 
that the. national bank notes might be gradually 
retired; there were 700 million of those, and it was 
not quite certain that there would be a sufficient 
basis in the operation of tho Federal Reserve banks 
for the steady issue of 700 millions of Federal Reserve 
notes to fill that vacuum. Consequently thero was a 
provision in tho Act enabling tho Reserve hanks to 
issuo, Federal Reserve bank notes under very much 
the same conditions that the national hanks issue 
their national hank notes. A few millions of thoBo 
were issued in 1915 and 1916, and a very considerable 
quantity were issued in 1919 and 1920 when silver 
certificates were withdrawn from circulation in order 
to secure silver dollars to be exported to India. The 
vacuum created hv the cancellation of those silver 
certificates was filled up by the issue of Federal 
Reserve bank notes against which security was lodged 
with the Government by the Federal Reserve hanks. 
After the war the Government under the Pittman 
Act was obliged to repurchase an amount of silver 
equivalent to the amount that bad been exported 
through the break-up of tho silver dollars, and was 
further obliged to pay the silver-mine people not le«M 
than ono dollar an ounce for this silver that it war 
buying to replace tho silver dollars, and so the silver 
certificates. As this process was completed the 
Federal Reserve bunk notes were retired, and now 
there arc only a few remaining in circulation. 

15.353. Only the Federal Reserve note is in cir- 
culation now? -Yes. 

15.354. And tho Federal Reserve noto is convertible 
at the bank, I understand from Governor Strong, 
either in gold or in legal tender money, and at 
Washington in gold only. I understand that legal 
tender money includes dollars? — (Mr. Strong.) It in- 
cludes United States notea, the so-called greenbacks, 
and silver certificates. 

15.355. And silver dollars? And silver dollars. 

15.356. A bunk has in its option, therefore, tho 
right to give in exchange for any of these notes silver 
dollars? Yes. 

15.357. Do the banks generally accept silver dollars 
in America? — They not only do not care to accept 
them, but there is no public demand for thorn. A 
recent effort was made by the Treasury to economise 
in the use of small paper money by putting silver 
dollars in circulation, which was completely un- 
Ruccessful. In practice wo do not pay silver dollars. 
In fact, we would find it quite difficult to do so 
because wo have no silver dollars at the bank to pay 
with; we only have silver certificates. 

15.358. That is what I wished to know. I could 
come to your bank with notes, and 1 could ask from 
you silver dollars, and you really are bound to pay 
me legal tender money which includes silver dollars? 
— -No; silver certificates. 

15.359. And silver dollars, toop— «We can meet our 
obligation to redeem in “ legal tender ” money i>y 
paying any form of legal tender money. 

15.360. That is the point I wish to make clear. 
When. I coine to your bunk to convert my notes, you 
have the option to give me legal tender money which 
includes silver dollars, 1 cannot demand from you 
silver dollars? — No. 

15.361. If I demand them from you, you would not 
have them to give me? — I would have silver certifi- 
cates up to a certain reasonable limited supply. 

15.362. But we are speaking of silver dollars. You 
would not have silver dollars to give ine? — We would 
give you a receipt for silver dollars, which you would 
then present to the Treasury, and get silver dollars. 

15.363. That is the point I wish to make. When 
I go to the Federal Reserve Bank to get my noto 
converted, and 1 wish to get silver dollars, you give 
me silver notes, and with those silver notes I go to 
the Treasury, and thero T get silver dollars? — Yes; 
and those are legal .tender. 

Z 
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15,304. And the Treasury hit* to give me these 
silver dollars in exchango for my silver certificates? 
—Yes. 

15.365. Or green-backs, as the case may . be ?— For 
green-backs a different form of payment would be 
mode. The green-backs nre now in point of fact 
redeemable in gold. The only difference is that for 
each silver certificate there is a specific silver dollar 
in the Treasury. For redemption of the green-backs, 
of which 346 millions arc outstanding, there is now 
about 195,000,000 dollars in the Treasury; and if tho 
Treasury were called upon to redeem the green-backs, 
they would undoubtedly -redeem them in gold, if 
metallic money redemption were required. Then 
under the law the Treasury could again put these 
eame green-backe into circulation, or the Treasury 
could deposit green-backs with us and get gold back 
from us, and restore tho funds held in the Treasury 
for the redemption of the green-hacks. 

15.366. (Chairman.) Wo have had an opportunity 
since last time of reading Professor Hollander’s 
evidence given on the last occasion. T do not know 
whether there are any questions which anyone may 
desire to put, because I think you might tako this 
opportunity of asking Professor Hollander to deal 
with them. Personally I do not think I require any 
furthor elucidation of tho very lucid statement given 
by Professor Hollander. 

15.367. (Professor Coyajee.) I do not know whether, 
taking these charts of prices which wo have been pro- 
vided with, tlio explanation of them will come from 
Professor Hollander? 

15,363. (Chairman.) I do not think that Professor 
Hollander was dealing with those. 

15.369. (Professor Coyajee.) There is one point an 
the Gold chart, Chart 5, on which I should like some 
information. 

15.370. (Chairman.) Before wo come to the chart, 
I should like to sco if there is anybody who wishes 
any further elucidation of Professor Hollander’s dis- 
course. I do not .think there seems to be anybody 
who desires any further elucidation. WQiat is your 
point about tho chart..* 

15.371. (Professor Coyajee.) If you look at tho 
curve of prices of farm products, you will see tho 
prices of those farm products were above general 
prices up to 1920. Since then they have fallen below 
the general prices. It has been stated before the 
( om mission that this is a world-wide phenomenon- • 
this peculiar fall in agricultural prices. Has Pro- 
fessor Hollander, or any of his colleagues, any ex- 
planation to offer of the phenomenon that agrarian 
prices have fallen lx* low the rango of general prices 
since 1920?— -(7 If. Hollander.) Jt is a matter which is 
much in dispute. The general opinion, I think, is 
that farm products have shown less power of recovery 
from tho war supply than other commodities. 

15.372. The supply was inelastic? — Yes. More- 
over, t.hc number of farm products is relatively 
smaller than that of all commodities, and naturally 
there would he less corncctivo influence owing to the 
smaller number determining .the average. 

*See p. 282 above . 


15.373. Do you know if that is a phenomenon 
which is confined to tho States, or whether it has been 
ntiserved in other countries after the war— 1 mean 
the fall o-f agrarian prices since the war?— Well, I 
do not know as to the experience of other countries 
after this war ; but it is a common consequence that 
after a period of war, farm products seem to suffer 
in a greater degree from the post-war correction of 
prices. Naturally as essentials their production has 
been stimulated during the war, either by bonuses or 
by prioo fixing, or by tho natural advance of prices, 
and, there is a greater inelasticity in the correction 
of them. 

15.374. The result being that in the general ex- 
change between the agriculturist as such and tho 
manufacturer as such, the position of the agricul- 
turist has become worse for some years; it has de- 
teriorated for some years? -Do you mean in the 
United States, or in the world at large? 

15.375. In the United States, looking at the chart 
at present? — Yes; but there iB a difference of 
opinion as to that. The condition of tho farmer is 
perhaps more vehemently expressed; and his situa- 
tion is complicated by matters of indebtedness for 
land purchase. His complaint perhaps is concen- 
trated owing to the fact that in important areas agri- 
culture is largely a one-product cultivation. In the 
South it is cotton; in the North-West it is wheat; 
and in the Middle West it is corn. So we have less 
of n balanced condition than in ordinary industry. 
When we speak of industrial depression, we would 
not use tho term as applied to a particular typo of 
industry; but a bad cotton market means agricul- 
tural depression in the South, ami a low price of 
corn means distress in tho Middle West 

15.376. (Chairman.) Is there anything which you 
would like to add to what we have been discussing 
to-day? -I think not, until my associates have com- 
pleted their testimony. If anything should remain, 
I could add it thon. 

15.377. We shall on a subsequent occasion receive 
some further assistance in the course of our pro- 
ceedings from you, Governor Strong?-— {Mr. Strong.) 
Yes. May I inquire whether it would suit the wishes 
of the Commission to have my views rftther generally 
than to deal precisely with the questionnaire, as it 
seems to have heen covered so completely by the 
evidence? 

15.378. I think so. I shall hope that you may be 
able to amplify any of tho matters which seem to 
you to require amplification or addition, and then 
deal with those further matters to which you , re- 
ferred in the course of your observations to-day? — 
The amplification which I had in mind had more to 
do with the relation the operations of the Federal 
Reserve system bears to some of these particular 
matters, which I thought might be interesting to 
tho Committee. 

15.379. Quite so. I do not think you need trouble, 
after the very full assistance which we have already 
received, to go through the detailed questionnaire 
again ?-— Quite so. 


(The witnesses withdrew.) 
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FIFTIETH DAY. 
Tuesday, 11th May, 1926. 


PRESENT : 


The Right Hon. EDWARD HILTON YOUNG, 1\G., D.S.O., D.S.G., 


M.P. (('huinnan). 


Sir Rajendbanatii Mookerjke, K.C.I.E.,IK-.C.V.O. 
Sir Norcot Hastings Ykelks Warren, 9C.C.1.E. 
Sir Reginald Mant, K.O.T.E., 0.8.1 . 

Sir Mankckji Byramji Dadabiioy, K.O.I.K. 

Sir Henry Strakosch, K.TI.K. 

Sir Alexander Robertson Murray, O.R.E. 


Sir Perns iiotam das Thakvrdas. 0.1. E., M.li.E., 
ML. A. 

Professor Jahangir C’ooverjke Goyajkk. 

Mr. William Edward Preston. 


Mr. G. H. Baxter. j 
Mr. A. A van gar. j 


(Svcrvtanrx), 


Mr. Benjamin Strong (Governor of tho Federal Reserve Bank of New York); J)r. Jacob H. Hoi- 
lander (Professor of Political Economy, Johns 11 op kina University, Baltimore, Maryland); and 
Dr. Oliver M. W. Si'RAuue (Professor of Ranking and Finance, Harvard University, Cambridge, 
Maas); accompanied by Mr. Robert. B. Warren (of the Federal Reserve Bank of New York), re- 
called and farther examined. 


15.380. (Chairman.) Governor Strong, we are look- 
ing forward to-day to the benefit of your assistance 
on some of tho wider aspects of the scheme, first of 
nil in regard to some which relate moro particularly 
to the gold market, la this a convenient point at 
which to resume your consideration of the subjects 
— (Mr. SI rang.) Yea, Mr. Chairman. 

15.381. (Mr. Strong.) (i) Reviewing the question- 
naire after yesterday’s session it became apparent 
that there was very little which I might discuss 
without repetition, and, if agreeable to you, what I 
shall say to-day will be specifically directed to the 
question of, and will relato entirely to, tho gold 
position in the United ^States. Tho circulation of 
gold that is, of gold coin — in the United States is 
really controlled to-day by considerations of habit 
and convenience which have not been characteristic 
of tho gold coin circulation in countries which bad 
such n circulation before tho war. in England, for 
instance, the smallest denomination of note issue by 
tho Bank of England was £5, and tho intermediate 
circulation was sovereigns and half-soverigns. The 
determination of tho "relative amount of circulation 
of these two kinds of money was really fixed auto- 
matically by tho requirements of tho country’s trade. 
If smaller denomination money were required below 
the £5 Rank Note, it took the form of a low-value 
coin. In the United States wo have not had a situa- 
tion where what I might describe as tho saturation 
point of those two kinds of currency has ever been 
reached, for the reason that with tho great variety 
of paper money in circulation, issued in all denominar- 
tions, there was no true economic demand for gold 
coin of, say, $5, $10 and $20 denominations in order 
to conduct the country’s trade. National Bank Notes, 
for instance, wore issued in denominations of $5, 
$10 and $20, and higher. The samo was true of the 
silver certificates which you saw jesterday, which are 
issued in $1, $5, $10 and $20 denominations and 
higher; and the same in fact was true of the so- 
called Greenbacks. The situation prior to the war 
and since tho wnr has really been this— that in order 
to induce the circulation of gold coin it would be 
necessary to discontinue the printing of all kinds of 
paper money of those threo denominations; and the 
introduction of a gold coin currency into circulation 
would have been a cause of great inconvenience and 
complaint by the public. That may be illustrated 
by my telling you that tho chief paper money circula- 
tion in the country consists of $5 notos of tho various 
kinds which wo issue, and the next in order are $10 
and $20. At the Federal Reserve Bank of New 
York we receive on deposit every day from the 


Banks something like 20 million of this paper money, 
and we pay out in round figures about 20 million 
dollars of this paper money — a very large part of it 
consisting of notes of $5, $10 and $20 denomination. 
We also receive every day, through the mail and 
by express from out of town Banks in our district on 
the average about 500 shipment* of paper money, 
and we ship out to our Member Banks about 500 ship, 
ineyts of paper money, largely consisting of those 
denominations. If those shipments and those 
deposits and withdrawals all had to km made in gold 
coin, tho expense and inconvenience of handling it 
would bn tremendous. So, as I say, the circulation 
of gold coin in the United StaUw is very 
largely determined by habit -that is the habit of 
using paper money— and by convenience in handling 
a form of money which is very much more economical 
to transport and carry about than is gold coin. I 
should like at this point to refer to something which 
T observed myself when in Tndia in 1920, which may 
have some bearing. We have a large problem of 
interna! payments to make in the United States 
between tho different districts, just as exists in 
fndia, and I recall being told when in Tndia, when 
the rupee Note was gaining its popularity in 1920, 
that tho very large denomination Notes actually 
brought a premium because of the Convenience that 
they afforded in effect ing transfers. There being no de- 
mand for gold coin circulation, wonder is sometimes 
expressed at the very large circulation of paper money 
representing gold coin; that is, the gold certificates, 
and 1 should like to describe the policy which has 
applied to that since the outbreak of the war. 
When the reserves of Member Banks were assembled 
in the Federal Reserve Banks, a birge part was paid 
in in gold — that is, in these gold certificates, and 
so mo small amount in gold coin. There was left in 
circulation, however, as hand-to-hand money a large 
amount of gold certificates, and there was left in 
the reserves of non-Member Banka (that is, the State 
Banks which did not join the Federal Reserve system) 
a considerable further amount. The total of gold 
Certificates in circulation before the war wa a, in 
round figures, about $900 million, other forms of 
money constituting the rest of the circulating 
medium. We thought it was wise in order to lay 
a foundation for possibly extensive operations in 
financing the war, to assemble as much of this gold 
as possible in the reserve banks, and without describ- 
ing the details of the operation, we issued Federal 
Reserve Notes in exchange for gold, and thereby 
further reduced tho outstanding amount of gold 
certificates in circulation and in the hands of banks 
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to about $200 million. That helped to build up the 
reserves of the Reserve Banks. Then wo had this 
great accession to our gold stock, largely represented 
by issues of gold certificates by the Treasury. When 
the war ended and matters returned more nearly to 
normal, we had to decide upon a policy as to the 
circulation of this gold, practically all of it at that 
time being out of circulation and in the reserves of 
the Reserve Banks in the form of gold certificates. 
So we have now restored to circulation substantially 
the totul which was in circulation before tho war; 
in fact, the circulation of gold certificates today 
is roughly one billion dollars. I would like to 
describe the reasons which led us to do so. The 
first was that the almost complete disappearance 
of gold certificates— which are readily distinguished 
from other forms of paper money because they are 
printed with yellow backs - ltd us to fear that there 
might grow up a feeling of discrimination or pre- 
ference in the minds of the public between thp 
different kinds of money in circulation — an unsatis- 
factory feeling to develop about the currency. The 
way to overcome that was to put gold certificates 
freely into circulation, which was done. That was 
the first reason. The second reason was the idea 
conveyed in regard to the very large gold reserves 
of the Reserve Banks and the very high percentage 
of reservo at a time when thero was prevalent, 
especially in the agricultural sections, a feeling that 
possibly it would be a good thing for the country 
to have some expansion of credit; that in some way 
it would lift us out of the dilficnilties of that period. 0 
It did not seem well that the Reserve Banks should 
show so large a hulk of gold, nor in fact so high a 
pereccntuge of reserve; and the effect of paying out 
some 700 million or 800 million of our gold reserve 
was to reduce it to a less spectacular figure, if you 
please. The third reason was rather more important 
than either of the other two. In a country which 
has, say, a saturation point in the circulation of gold, 
any movement of gold into the Country or out of 
the country in a well-organised central banking 
system is instantly reflected in tho reserve of the 
Central Bank. With no point of saturation in the 
circulation of gold (because of the existence of this 
large volume of other kinds of money of similar 
denomination) unless the amount of gold certificates 
in circulation was carefully fixed at a definite figure 
and maintained there, we would have two fluctuating 
funds of gold one, the amount in circulation, and 
the other in tho reserves of the Reserve Banks. The 
reserve percentage of tho Reserve Banks would there- 
fore be no indication of the gold movement whatever. 
In fact, it might be possible, by a careful adjustment 
of payments by the Reserve Banks in meeting the 
demands of the circulation, to maintain the per- 
centage of tho Reserve Bank at almost an absolutely 
fixed figure and have the fluctuation in the country's 
gold supply occur entirely in the gold certificates in 
circulation. So as a matter of policy we determined 
to endeavour to fix the amount in circulation at a 
definite non-fluctuating sum, and ns gold imports or 
gold exports occurred, they would show at once in 
the reserves of tho Reserve Bank. The fourth reason 
was of this character. A long conti nued jieriod of a 
high reserve in the Federal Reserve Banks, say, at 
80 or even 85 per cent., might induce a state of 
mind in the public which I might describe as raising 
the apprehension point; in other words, a sudden 
loss of gold by export which would reduce the reserves 
of the Reserve Banka by, say, 20 per cent. — from 
85 per cent, to G5 per cent. — might bring about the 
same reaction in the minds of the public ns would 
a sudden reduction of reserve from 65 per cent, to 
45 per cent. Recognising that the percentage of 
reserves of the Reserve Banks, aa I described the 
other day, were necessarily large and possibly unduly 
large, we wished to be in a position first that we 
were not operatinig on an unduly large reserve, 
and second, that if any sudden decline in the reserve 
did occur, it could be compensated by gradually 
taking the gold out of circulation. It is a rather 


unlikely occurrence. It is hardly possible to conceive 
of a loss of gold which would reduce the reserves 
of the Reserve Banks suddenly by as much as 20 per 
cent., but with this great mass of gold in the hands 
of the Ileservo Banks, and with a largo inaas in 
circulation, it certainly would appear to be a more 
conservative policy to have this compensating fund 
in circulation upon which we could draw in case of 
need to build up our reserve and soften the shock 
of a very large loss of gold. That, if you please, 
explains somewhat the policy of the Reserve Banks 
in maintaining a large circulation of gold certificates 
and a somewhat lower percentage of reserve than 
they otherwise might have done. 

(ii) Now as to the question of the redundancy of 
this gold. It is a fact that, notwithstanding the very 
large increase in the amount of gold held in the 
country, there lias been no considerable iucreaso in 
the total percentage of monetary gold to tho total 
deposit liabilities of all the commercial banks of the 
country. The expansion of credit has kept pace with 
the accession to our gold stock. The reason why it 
is possible to say that we now have an amount of 
freo gold fnot redundant, it is all functioning in 
our system), but which, under favourable circum- 
stances, might be spared from our system — is due 
to the fact that the reserves of the banking system 
prior to tho organisation of tho Federal Reserve 
System were scattered among some 28,000 or 30,000 
different banks while now ilic\v are largely concen- 
trated in the Reserve Banks. There was no economy 
in the use of reserve money, and the organisation of 
the Federal Reserve Banks in assembling it in one 
great body of course creates a very much more secure 
banking position than existed under the system of 
isolated separate reserves by each separate commer- 
cial bank, State and National. The reserve position 
was somewhat weakened before the war by the fact 
that many banks carried a portion of thoir reserves 
on deposit with other commercial banks, so that tliore 
was a pyramid of deposit liabilities on the individual 
reserves of the different commercial banks. In fact, 
when the Reserve Act was passed it was felt that 
the economy in the use of gold brought about by its 
organisation in the hands of the Reserve Banks justi- 
fied a very considerable lowering of the amount of 
reserves required to be kept by the State and 
National Banks which became members of the 
Federal Reserve System. That is, the National 
Banks, all of which are members, and the State 
Banks, some of which became, members. 

(iii) A question appeared in the Questionnaire 
relating to the probable rate of increase in the 
demand for monetary gold with the growth of busi- 
ness and bunk deposit liabilities. I do not think it 
is possible to apply any rule by mathematical com- 
putation. One computation has been made, I believe, 
which indicates that the probable increased demand 
will be about 2 T n P©r cent. To show how illusive 
any such calculation is liable to be, one should con- 
sider the enormous changes that have taken place 
in the reserve position in the United States. Prior 
to the adoption of the Federal Reserve Act, commer- 
cial banks in the cities of New York, Chicago and 
St. Louis (the largest banking centres in the country) 
were required to keep 25 per cent, reserve in cash 
in their own vaults. Banks in New York and Chicago 
are now required to keop but 13 per cent, on deposit 
in the Federal Reserve Banks, and those in St. Louis 
but 10 per cent. That is the highest reserve require- 
ment of any member Bank. The banks located in 
some 75 or 100 reserve cities, so called (that is the 
next smaller cities) are required to keep but 10 per 
cent, reserve on deposit in the Reserve Banks as 
against 25 per cent, before the Reserve Act was 
adopted, of which 25 per cent. 15 per cent, might 
be on deposit with other banks. The banks in all 
other towns and cities are now required to keep but 
7 per cent, as against 15 per cent, before the Reserve 
Act was adopted, Such a reduction in reserve 
requirements would serve to off-set an annual 
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increased demand for reserved money for onr hank- 
ing system for a considerable period. This is true 
also as to other possible developments. L might 
illustrate it by referring to our present practieo at 
homo in dealing with the collection of cheques. A 
suit was recently brought by a bank, or a group of 
banks, to riMjuiro the Federal Reserve Hanks to give 
immediate credit upon cheques deposited with the 
Reserve Bank by Member Banks. Had that suit 
been successful it would have had the effect of adding 
about f800 million to the reserves of our Member 
Banks without any change in the quantity of gold 
in the country at all. That, again, would have been 
equivalent to a number of years additional reservo 
requirements for gold by the banking system. 
Perhaps some questions might be asked now with 
regard to this particular matter. 

15,38*2. (Sir Reginald Mant.) Mr. Strong, you told 
us that the Federal Reserve Hanks withdrew a largo 
number of gold certificates. Will you tell us how 
the banks can get them in and give them out at 
will P Does it not depend on whether the public want 
gold certificates or not ?-- -You mean the Federal 
Reserve Banks? 

15.383. Yes. How do they increase or decrease tho 
circulation of gold certificates? - If any peculiar 
value, sentimental or otherwise, attached in the minds 
of the people to a gold certificate as distinguished 
from any other type of paper money, then some diffi- 
culty might be encountered. People would sort them 
out and keep the gold certificates and pay out other 
kinds of money. That was one of the reasons to 
prevent any such development -which led us to put 
thorn freely into circulation. Now people do not dis- 
tinguish, and thcro is no habit of sorting. 8o that 
as money becomes either redundant — more than is 
required for the circulation or as it wears out, it is 
returned to tho Federal Reserve Hanks, and there 
we have the task of sorting out that which is unfit 
for further circulation and sorting it both as to kinds 
and as to denominations. Then if we simply dis- 
continue paying out the gold certificates and satisfy 
tho demand for fresh money with other forms of 
paper money, we very rapidly accumulate tho gold 
in the Reserve Banks again. It is an automatic 
operation. 

15.384. You have answered my question really by 
saying that the people are indifferent; they do not 
mind which sort of Note they hold? — They are quite 
indifferent. 

15.385. < Sir Henry " Strakoxeli.) What has boon 
puzzling a good many of us is the differentiation in 
requirements for delimiting a certain percentage of 
tho liabilities of the commercial banks with llie 
reserve bank in the various reserve towns. You have 
mentioned that in the great centres 10 per cent, of 
the demand liabilities have to be delimited by 
statute in the Federal Reserve Hank, while in the 
minor centres a lower percentage has to lie de- 
posited. What is exactly tho reason of that 
differentiation? - That question fits exactly into some 
of my subsequent remarks, and it may lie that if it 
is introduced there it will complete the statement 
on that point better than if it is introduced here. 
Would it be satisfactory to defer it until then? 

15.386. Yes; I will ask you tho question at that 
point. Then you referred to the reduced reserve 
needs since the introduction of the Federal Reserve 
system, and you mentioned that before the Federal 
Reserve system was introduced the National Banks 
had to hold 25 per cent, of their liabilities in 
reserve? — In the three central reserve cities of 
Chicago, New York and St. Louis. 

15.387. With this smaller ratio of reserves do you 
regard the situation as satisfactory as it was before 
the introduction of the Federal Reserve system? — 
Yes, I regard it quite as satisfactory, and even more 
so, for the reason, first, that the reserve is mobilised 
with the reserve hanks, and, second, because the 
reserve banks are now capable of meeting a sudden 
increased demand for currency by issues of Federal 
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Reserve notes against discounts of .Member Banks. 
The difficulty prior to the establishment of tho 
Federal Reserve system was that without any 
capacity for expansion of the note issue the only way 
a Member Hank could meet a demand was by paying 
out its reserve ami, when anything like panicky con- 
ditions arose, such ns occurred in 1893 and 1907, tho 
banks hoarded their reserves; they would not pay 
them out. On both of those 1 occasions we had a 
premium on currency. Now that we have a central 
reserve fund ami a capacity to iiu*et any demand 
lor currency, that situation does not arise*. It i’or- 
♦ ai lily would have arisen during the war if there had 
I we n no Frdcral Reserve .system with capacity to 
meet almost unlimited demand. 

15.388. That, you would say, is one of the great 
benefits of a central banking system *in a country? — 
f should say it is essential to any modern banking 
system . 

15.389. To have tho banking and currency reserve 
centralised within one institution? — Yes. 

15.390. (Sir Mancckji lkitlahhoy.) T want to ask you 
ono or two questions by way of information. 1 
understand tho United States started on a gold 
standard in 1897? T mil not sure of the year, but. I 
think the Act to which reference was made tho oilier 
day, requiring the Secretary of the Treasury to main- 
tain all forms of money in circulation, at par, was 
passed in 1898 and I think it may he generally 
stated, overlooking the peculiarities of our system 
as to details, that the gold standard became firmly 
established with the adoption of that Act. 

15,. *191. When von started a gold standard did you 
have some form of gold currency at the initial 
stage? We had a circulation of gold on the Pacific 
Coast only, of any consequence. All the other gold 
circulation in the country was in the form of gold 
certificates. 

15.392. How do you distinguish the term 
** saturation point” from “ rod inula noi ] would 
like to adopt Dr. Sprague’s definition which be made 
to my entire satisfaction tho other day. 1 should 
say that fro© gold is, as I have described, expressed 
by an unduly large reserve percentage in the central 
bank, and that a redundancy is an excess over the 
requirements of the nation for conducting a given 
amount of business at a given price level. 

15.393. (1'hairmnn.) Now, Mr. (lovernor, T under- 
stand you are willing to cast the net a little wider, 
in your discussion of the matter? Mr. Chairman, if 
1 may do so, it may be of value at this point in the 
record for me to make* a summary of the various 
points to which we have given some emphasis in tho 
statements made in regard to the plan submitted and 
the questions raised by the questionnaire. After that 
T will proceed to a discussion of other mutters. 

15.354. (Chairman.) Tf you please? 

15,395. (Mr. Strong.) (i) ! have been asked to 
elaborate a little one part of niv statement in regard 
to gold coin circulation. I referred to the fart that 
gold coin bad circulated on the Pacific Coast as dis- 
tinguished from gold certificates. This was the out- 
growth of the gold discoveries on the Pacific Coast 
in about. 1819. The immense iinoccii fried territory 
liet-ween the Eastern sources of supply of gold coin 
and paper money made it. of course, difficult to intro- 
duce a circulating medium in a part of the country 
which was growing very rapidly under the impulse 
of the gold discoveries, and in the early days of the 
mining camp period of tho Far West the currency 
was in the form of small nuggets of gold taken from 
placer mines. Every store had scales where the gold 
was weighed, and people act daily made their pay- 
ments with the gold as it was taken from tho placers. 
The next development was a rather irregular coinage 
of this gold b.v private persons on the Pacific Const. 
Rome of the cod ns, although rather crude, had quite 
a wHe circulation. Some of them woro of good 
workmanship, and are still treasured as souvenirs of 
the early dnvs of the development of tho West. This 
habit of gold coin circulation grew, and later a Mint 
was established in Denver, and gold coin came to be 

Z 8 



310 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE : 


11 May, 1926.] Mr. Benjamin Strong, Dr. Jacob H. Hollander, [ Continued . 

and Dr. Oliver M. W. Sprague. 


put quite largely into circulation. The habit of the 
use of gold coin on the Pacific Coast did not finally 
disappear until the Federal Reserve Bank in San 
Francisco furnished adequate supplies of gold certifi- 
cates and other forme of money. Then gold coin was 
largely withdrawn from circulation and paper money 
substituted, although it was a task of some difficulty, 
because that coin had been in circulation for so many 
years that almost all of it was abraded below the 
limit of tolerance. The holders of the coins did not 
like to turn them in and assume their abrasion loss, 
so the* Federal Reserve Bank of San Francisco 
assumed that loss. The gold coin came in, and is 
now practically out of circulation even in California. 

fii) You havo now heard a discussion of the gold- 
standard plan and our replies to the specific question- 
naire prepared as a guide in the expression of our 
views. As the hearings have occupied some days, 
we shall now submit a resume of those points to 
which, in our opinion, particular weight may he 
given in cunsidriing ihe evident p submitted. 

(iii) First, as to Silvery («) the consequence of the 
plan will 1 e to direct a blow at the price of silver, 
tho force of which cannot bo forecast, but which can 
certainly lie estimated ns greater than suggested by 
the price of 2-ld. per ounce, (b) The effects upon the 
Indian people who have urn, undated a great part of 
their savings in a vast store of silver bullion cannot 
ho otherwise than unfortunate. Wo should expect 
great dissatisfaction among the Indian people 
because of direct loss through positive action of 
rSovertinient imposed upon the holders of a store of 
val'io the use of which is no intimately wrapped up 
in the social and ceremonial customs of a largo part 
of the population. This feeling might well be the 
strongest amongst those whose savings were tho fruits 
of tho greatest self-denial, (r) The proposal to avert 
the loss by an import duty imposed in an effort to 
maintain the domestic price irrespective of the world 
price of silver, would in our opinion be likely to fail, 
more probably at those times when, because of 
adverse trade or poor crops, an unusual amount of 
silver was pressed for sale. Further, even if Die 
plan were successful in maintaining tho domestic 
price of silver, it would seem to be equally open to 
objection if it depended for its success upon disposing 
of tho silver reserve to the Indian people at an arti- 
ficial pric© maintained by an import duty, (d) In 
general, it is our conviction that any plan for 
monetary and currency reform in India should, as 
one of its objects, seek to protect the value of these 
savings in uncoined silver, rather than to threaten 
or to risk their depreciation, (c) The plan for the 
disposal of the silver, in addition to contemplating 
its sale for the purpose of purchasing gold, proposes 
reducing the legal tender quality of all the coined 
rupees remaining in circulation to payments not 
exceeding, say, 50 rupcoK. Wc question the advis- 
ability of attempting any limitation in the usefulness 
of currency of the existing stock of a type of money 
which has been in common circulation among tho 
Indian people for generations. (/) Tho plan of neces- 
sity will require, cither immediately or ultimately, 
by one method or another, a largo draft upon the 
gold reserves of the United States. Wo do not believe 
that it can be assumed that the requisite credits can 
ho obtained readily, if in fact at all, in view of the 
disastrous effects which might ensue to an important 
American industry. Indeed, it would appear that in 
certain respects the unfortunate consequences of tho 
plan would be shared alike in India and in the 
United States, as it would cause a great depreciation 
in the value of the savings of the Indian people and 
a like depreciation in tho value of investments in 
America n industries. It happens that the present 
value of the store of silver estimated to be in the 
hands of the Indian people at least equals, and 
probably oxeoods, the amount invested in silver- 
producing industry in America. 

(iv) As to (Sold, (it) we consider it possible, indeed 
likely, that the ultimate total amount of gold 


required has been underestimated, and that the im- 
mediate demand for gold for the operation of the 
plan will be greater in the first stages than thut for 
which provision is made, (b) If this is true, the total 
amount of credit ultimately required will be larger 
than anticipated, and further the security of the plan 
will necessitate an increase in the estimates of tho 
sums for which contracts must be made at its inception, 
this being duo to (1) an overestimate of the amount 
of funds to lie realised on the sale of silver, (2) an 
underestimate of the amount of rupees liahle to be 
presented for conversion, (c) Tho plan suggests pos- 
sible loss of confidence by the Indian people in the 
value of .silver as a store of savings, and would to 
that degree induce an enlarged absorption of gold 
for noil-monetary purposes and again augment tho 
gold requirements of the plan, with a consequent 
increase in tho demands upon tho gold reserves of 
the rest of tho world, (d) The strictly fiscal effects 
<»f tho plan in India we shall not attempt to estimate, 
but merely point out generally that the cost would 
presumably he greater than calculated, especially at 
the onset and over a longer period, if the full impart 
of Ihn demand for gold was felt at the inauguration 
of the plun. 

(v) As to External Effects involved in setting up 
the plan, (a) gold must he drawn either directly or 
indirectly from the United States, (h) Indirect with- 
drawal would follow upon the flotation of an Indian 
loan in Europe. Tho effort to protect European 
reserves would involve higher discount rates and 
drastic credit contractions, probably of such severity 
as to occasion a decline in prices. This train of 
events might threaten the maintenance of the gold 
standard in such European countries as have already 
adopted it, and defer its extension to other European 
countries, (r) Direct withdrawal of gold from tho 
United States would create no credit difficulties, if 
the Federal Reserve hanks were willing to enlarge 
open-market investments to the full amount of tho 
gold withdrawn — but such co-operation would bo im- 
practicable owing (1) to tho damage which the plan 
would inflict upon American silver mines and the 
lead and copper mines from which silver is a joint 
product. (2) To the present uiifamiliarity of Die 
American market with the financial position of tho 
Indian government (3) and more important, on 
account of the fundamental defects in tho plan itself, 
described in the testimony and here summarised. 

(vi) As to Monetary Reconstruction . — Through 
gradual stages, monetary rocdnstruction throughout 
the world is being accomplished, partly through co- 
operative effort and largely by the employment .of 
American credit. It would seem to be essential to 
tho success of any plan attempted by any country, 
that it should be brought into harmony with these 
efforts, and we believe that it is to tho interest of 
India herself that she should join as a partner in 
co-operation for the success of this movement. 

(vii) As to Banking.— 'While somewhat outside the 
rcopo of the Questionnaire, we feel justified in point- 
ing out, and indeed emphasising, that the attempt 
to introduce a full gold standard into India in 
advance of previous development of the banking 
machinery necessary for its operation would menace 
the successful working of the standard in India; The 
internal advantages of the gold standard cannot be 
permanently enjoyed in India until the Indian people 
1 KM 866 S a banking organisation capable of discharg- 
ing the international responsibilities implicit in the 
acceptance of that standard. This we believe would 
be the case even if the initial obstacles to its estab- 
lishment could be overcome. We are also of opinion 
that the resulting situation might render the func- 
tioning of tho gold standard in other countries ex- 
tremely unsatisfactory, and .consequently the func- 
tioning of the gold standard in India itself of 
doubtful value, if not of positive disadvantage to 
tho economic well-being of ‘the Indian people. 

15,396. (Oharman.) Your rdsumd is a most valu- 
able drawing together of the principal points which 
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have emerged after a long and very full discussion of 
this particular matter. Realising that at this point 
we have completed the assistance which you havo 
given ua on the scheme for a gold standard and a 
gold currency, as it has been submitted to you, this 
is the moment to ask you auy questions which are 
still outstanding upon that scheme and which perhaps 
you will allow us to submit for your consideration. 

115.397. (i Sir Purshotamdas Tliakurdas.) Do the 
remarks which you have made apply to gold standard 
without gold currency or to gold standard with gold 
currency? — I should say they apply specifically to 
tho plan as submitted, which contemplated ultimately 
a gold currency. 

15.398. 'Would they apply at all to gold standard 
without gold currency immediately? — -They would 
need to bo modified. 

15.399. (Chairman.) If wo are going into that in 
detail we should perhaps have to see which remarks 
apply to each of those headings, and go into it rather 
more in detail? — I thought it was host to direct tho 
summary to tho specific plan and questionnaire, 
although it may not be quite applicable to the state 
of mind which may now exist amongst the members 
of the Commission — of which state 1 am not advised. 
Perhaps the subsequent discussion which wo shall 
have may bring that out. 

15.400. (Chairman.) The summary which you havo 
just given will have a most relevant and comprehen- 
sive bearing on ono of the most important matters 
which is before us. 

15.401. (Sir Manechji Dadabhoy.) You referred to 
the social injustice which would bo caused to the 
people of India by their stores of value- silver- 
depreciating. Suppose that contingency took place, 
(xrald not the injustice he mitigated by the purchase' 
of silver at gold price P - -T would rather assume that 
tho easier way out would he by pursuing some- 
what the course which lias been pursued in the 
United States in regard to our silver circulation and 
other circulation of wluit I might describe ns fiat 
money. We have grown up to it and absorbed it in 
our circulation without any loss to the population, 
which otherwise might have occurred. We have 
in circulation to-day in the United States over 700 
million dollars of national bank notes which are 
secured by Government Bonds. We have in circula- 
tion about 500 million dollars of silver certificates 
with silvei dollars in storo behind them, where tho 
silver is worth but a fraction of the legal tender 
value of tho silver certificates; and we also havo in 
circulation 346 million dollars of green-backs which 
were originally issued without any value behind then 
except the promise of the Government. '! he commerce 
and business and population of the country have 
grown up to a point where that is retained in circula- 
tion without imposing any depreciation lo«s upon 
the people of the country. 

15.402. Would you care to, give us a little more in 
formation about the import duty on silver which you 
mentioned? You stated that it would have the 
effect of raising materially the domestic price of 
of silver. Your remarks do not apply, of course, if 
the Government of Tndia want to impose an import 
duty on silver for revenue purposes? — As to the first 
part of your question, I am afraid I will need to 
modify that. The effort to raise the domestic price 
hy the imposition of an import duty I personally 
believe would fail. If it did fail in maintaining the 
domestic price, it would fail at. a time of some busi- 
ness adversity when a surplus of silver was offered 
for Bale, and when in fact the hardship upon the 
Indian people would be tho gravest ; but assuming for 
the purpose of argunuent that it was successful in main- 
taining the domestic price above tho foreign price, it 
would seem then to put the Government of India 
in a position of ensuring a price for silver almost for 
all time, because at the completion of this plan they 
would have sold nearly 700 million ounces of silver 
to the Indian people possibly at a price that was 
double the world price. Whatever might be the 
purpose of the imposition of a tariff in maintaining 
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the domostic price, so long as the consequence is os 
I havo described, the imposition of tho import duty 
under any guise of purpose would hardly lie justified. 

15.403. in case the import duty fails there is still 
another weapon in the hands of Government, is there 
not- complete prohibition of tho import of silver, 
which would servo tho purpose desired, would it not, 
by raising tho price of silver in India?--! would 
suppose that for u period at leust — that is, for 10 
or 12 years or longer — there would be competition 
for the sale of silver at times between tho Govern- 
ment and the Indian people who were forced to sell 
their silver by adversity, and that tho consequence 
even of a complete prohibition of the import of silver 
might not protect tho Indian people against a sharp 
decline in tho value of silver. Ww havo had soino 
experience in the United States in an attempt to 
peg tho price of silver by unlimited and then by 
limited purchases of silver, which proved to bo 
disastrous in the end, as you know. 

15.404. Of the two alternatives— tho imposition of 
an import duty and Die prohibition of import — 
which would tho United States prefer?- -f do not 
know that it would mako very much difference to 
us which method was employed for that purpose. 
The point of our remarks oil the subject of the 
import duty has been, rather, to emphasise the 
possibility of a great injustice to the Indian people. 

15.405. In case it is decided to ini|xjso an import 
duty ill caso tho price of silver depreciates, in 
your opinion, at what particular level of price could 
that duty bo safely imposed?- -I. have no idea what- 
ever; tho uncertainties of production of silver are 
so great. For instanee, any considerable advance 
in the prico of copper and lead- which is far from 
being an unlikely thing to happen — would auto- 
matically bring into existence a vast production of 
silver beyond even the maximum production of former 
years withoift any new discoveries of silver mines; 
and in tho event of the enforced sale of silver in 
world markets by-product silver ns the result ot 
ail enlarged demand for copper and lead, 1 should 
suppose that the Indian Government would bo con- 
fronted with very great difficulties in adjusting from 
time to time the specific level at which the tariff 
should bo fixed in order to exclude from Tndia tho 
importation of silver of depreciating value. 

15.406. You are aware that, a few years ago, we 
bad in India for a brief period an import duty oil 
silver. Could you tell me if that duty affected the 
United States in any way? - 1 am sorry not to be 
able to answer that question. Possibly Dr. Sprague 
or Dr. Hollander may be able to do so. 

15.407. (Chairman.) You mean if it had any effect 
on the silver interests in the United States? 

15.408. ( Sir Manevkji Datkibhoy.) Yes. (7)r. 
Sprague.) Do you refer to the period of tho War? 

15.409. If my memory serves me correetly, wo had 
an import duty on silver at two different period*. 
One of them was during the War?— I do not think 
that that import duty had any appreciable effect, 
because the other imports of India were being made 
under great difficulties and restrictions, with tho 
consequent intense demand directed towards silver 
in India. It. seems to me that that duty was in the 
nature of a revenue duty distinctly, and it pre- 
sumably lnude it necessary for the purchasers of 
silver to pay a hit more for it; but their demand 
was such that apparently they took off all the 
available supplies;" and a special supply had to be 
created through the temporary withdrawal from 
circulation of silver certificates in the United States. 
I am unable to see, therefore, any reason for 
supposing that any larger quantity of silver could 
possibly have been acquired by the Indian people? 
had there been no duty. It naturally follows, 
therefore, that they must havo paid for tho silver, 
which they did secure, tho market prico plus tho 
duty. I do not believe that it had any concrete 
reactions upon producers in the United States. 
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15.410. Are you in a position to state the total 
exports of silver during that period to India P— Tho 
exports could not have been greater than they were. 

15.411. In tho previous years ? — In the years during 
the War which are now in question. 

15.412. (Chairman.) That brings us to the close 
of the questions upon which you have been kind 
enough to come here and assist us. There are other 
very important aspects of this situation which are 
of great interest to us and on which you have the 
right to express an opinion from your unique experi- 
ence. 1 refer in particular to all those groups of 
problems which surround the question of a central 
bank; 1 wonder whether w T e might take advantage 
of your presence, without unduly imposing upon 
your time or energy, to ask you whether you would 
assise us with any general advice upon the topic 
of a central bank and as regards its fundamental 
principles. Without entering into any mutters 
requiring special knowledge about India, there must 
be points which emerge from tho general principles 
of central banking which are applicable to those 
feat lire.*: of Imliaii conditions which nre common 
knowledge to all of us. Would it ho possible for 
us to invite you to take that further step?-— (Afr. 
Strong.) I am very glad to do so, Mr. Chairman. In 
fact, in my opening statement I took the oppor- 
tunity of expressing the hope that the discussion 
would take this turn. I am sure you will realise, 
however, that in discussing that particular phase of 
your inquiry I feel 1 am venturing upon ground 
where possibly I do not feel quite as sure of my 
footing as I have felt in discussing the questions 
raised by the Questionnaire which wore the subject 
of some particular preliminary preparation. 

15,412. 1 hope you and your colleagues will he very 
stern with us and refuse to lie enticed a step further 
than you desire to go P—1 fear that before my state- 
ment is concluded you will think that I am ventur- 
ing with a good deal of boldness into tho discussion 
of Indian matters with which I am not particularly 
familiar. On that account, may I 1 m? permitted, in 
going over the record of this part of the hearing, 
possibly to indulge in something more than more 
textual changes and, if it appc?ars desirable to do so, 
to eliminate some of the statements if it appears that 
I am venturing on ire that is too thin. 

15,414. If you please? — In considering in general 
the subject of hanking in India I would like to 
describe first my feeling about the general principles 
which apply to the reorganisation of banking ns 
distinguished from purely monetary problems. I 
would liken it, if you please, first to the construction 
of a foundation for a super-structure, ami the 
foundation for a central hanking system in India, 
to my mind, must bo carefully introduced among 
and interwoven with the existing hanking practices, 
the existing customs of business, the existing methods 
of Government in managing its fiscal affairs, and the 
existing business that India conducts; but that it 
should not be applied, as nvns done to a considerable 
extent in America, as a sort of forced readjustment 
of methods. If this foundation upon which tho 
super-structure of a great hank or issue is to ho 
erected in India is not a secure one, if the concrete 
in other words, has not had time to set, and the 
completed super-structure is built upon that 
foundation, the super-structure is liable to weaken, 
settle, and possibly crack and fall. That is peculiarly 
important in tho construction of a plan for a central 
hank, because the operations of the gold standard 
are to be conducted very largely by the machinery 
that must be installed within that super-structure. 
I am proposing to discuss in stages a series of rather 
loosely related features of a bank plan for India. 
I am careful to urge that you should not consider 
that I am submitting a plan, or anything like a 
completed plan. They are merely comments upon 
certain features nnd conditions peculiar to India, 
»nd ft central hanking practice that I believe it may 


bo desirable to study. I am suru that you will not 
gain the impression from what 1 say that the 
suggestions involve any criticism of the course of 
India in these matters in the past. You certainly 
cau not believe that when I remind you of the fact 
that it was only 12 years ago that the United States 
undertook to do exactly what India is now under- 
taking to do and indeed with us after 80 years of 
rather more extreme disorder in hanking and 
monetary matters than probably any nation has 
experienc'd. I think at this point, partly in order 
to save my voice, 1 would like to ask Prof. Sprague 
or Prof. Hollander, as they prefer, to make a little 
statement in regard to experiences which wo suffered 
in 1892 and 1907 and which may be conaidered ns 
analogous in some respects to the experiences in 
India, and to the influence that they had upon the 
study of a hanking plan for America, the appoint- 
ment of the Aldrich Monetary Commission, nnd 
finally, tho adoption of the? Glass-Owen BillP- -I/Jr. 
Hollander.) I think I shall defer to Prof. Sprague, 
nnd will he glad to repair any gaps that he may 
leave. 

15,415. ( Dr . i Sprague.) That is rather a large order; 
hut there is, I think, in your experience a rather in- 
teresting analogy in the United States of this 
character. This is one of a series of Royal Com- 
missions which have been concerned witli Indian 
currency and monetary matters. I think it is rather 
striking that these? successive Commissions, up to 
the present one, at any rate, have given compara- 
tively little attention to hanking matters. Governor 
Strom* spoke of the disorders which had marked our 
1’iinncial course in the United States. If one looks 
into our history one finds that public attention 
throughout many decades concerned itself almost 
entirely with the securing or the proposing of 
monetary changes. After tho crisis of 1872, fur 
example, there was much discussion of tho un- 
fortunate situation in which we found ourselves, and 
its cuuses; and public opinion settled down to tho 
belief that the main cause of difficulty w'as in the 
green-back issue. There seems to have been a genoral 
consensus of opinion that if we could strengthen the 
situation as regards the green-backs and mnko them 
convertible and resume specie payments we would 
have corrected or removed the main cause of our 
troubles. Again, in 1892 we were in somewhat 
similar difficulties, and public attention was con- 
centrated upon the redundancy of the currency 
occasioned in large part by the monotary purchases 
of silver by the Government during the previous 
15 years. That cause of trouble was removed, and the 
public seemed to be pretty well convinced that now 
we could go forward with no further repetition cf 
such difficulties as we had from time to time 
experienced in the past. There was a bit of dis- 
cussion regarding the desirability of having a more 
elastic bank-note issue, but interest in that matter 
soon faded, and for a time we gave no further atten- 
tion to monetary and currency problems. In 1907 
came another crisis, not in many respects very dif- 
ferent from those which wo had experienced in earlier 
decades. It happened that there were not con- 
spicuous monetary causes to which the trouble could 
ho attributed. We had been receiving a very con- 
siderable quantity of gold during the previous 10 
years, and prices had advanced somewhat. There 
was no reason to think that any change in our 
monetary arrangements would have enabled us to 
escape tho difficulties in which we found ourselves 
in 1907. Perforce we were driven to perceive that 
defects in our hanking system were present and 
were in that particular the seat of the troubles, and 
a hit of analysis showed that those defects had been 
similarly present in 1893 and 1873, and indeed, 
on earlier occasions, but it had not been dearly 
recognised because they were complicated with con- 
spicuous monetary difficulties. Following the crisis 
of 1907 a Monetary Commission was appointed which 
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undertook detailed studies of our own currency aud 
hanking experience together with detailed studies of 
banking organisation and practice in other parts of 
the world. After some three years of investigation, 
which included the publication of 30 or 40 volumes 
on currency and banking matters, this monetary com- 
mission prepared a Bill for a central bank, a Bill 
which we know in America as the Aldrich Bill. That 
Bill brought forward in 1911 was the subject of wide- 
spread discussion and criticism. It was modified 
somewhat, but it was not passed through Congress, 
in 1913, there having been a change in the adminis- 
tration, under new auspices the attempt to secure 
banking legislation was resumed. Much use was 
made of the investigations of the Monetary Commis- 
sion, and the so-called Aldrich Bill was, in particular 
on its technical banking side, much used in framing 
the new Measure which came to be known as the 
Glass-Owen Bill, and which as it was finally passed, 
is now known as the Federal Deserve Act. 1 think 
our experience raises the presumption that in tho 
case of India you will not reach the dosired haven 
by a consideration of banking, currency, and 
exchange matters alone; but you will find that they 
are inextricably interwoven in with hanking develop- 
ment, organisation, and practice; and possibly our 
experience may suggest the rather unpleasant con- 
sequence that a number of years’ work may ho ahead 
of this commission. 

lo,41d. Mr. Strumj : (i) The point that 1 would like 
to make, using this statement by way of analogy, is 
that the study of monetary reform in America 
extended over u period actually of six years in the 
effort made immediately prior to tho establishment 
of the Federal Reserve Bank. It resulted in no 
change in the existing currency in America; it added 
a new form of elastic currency and resulted in the 
establishment of a bank of issue. It convinced us 
conclusively that the difficulty with our monetary 
system was the absence of a hank of issue to hold the 
hank reserves of the country, to issue an elastic 
currency, and to conduct the fiscal operations of tho 
Treasury. So that our monetar}* reform was really 
expressed in bank re-organisation. 

(ii) Therefore, if I may make these remarks by way 
of suggestion, it seems to us that the first stage of 
development should bo a study of those banking and 
business conditions in India which will lay tho 
foundation for the erection of this super-structure of 
u central hank of issue. Those studies, it seems to us, 
should extend specifically into the business that India 
does, which is largely agricultural and largely con- 
fined to four or five major crops which produce a 
large export balance. Next, there should he a care- 
ful study of the existing practices in hanking and in 
money lending in India, and their growth, if you 
please, by adaptation to tho needs of India, so that 
when this bank is created it may lend itself to servo 
the Indian People through adaptation to existing 
hanking habits and practices. Next, there would he 
a particular study of the habits and usages of the 
people of India, and tho outstanding fact which dis- 
tinguishes India from any other country in its social 
customs, is the habit of accumulating savings in 
precious metals. Then again, what is suggested by 
the literature with which we are all familiar about 
Indian affairs, is a better understanding of the peaks 
and troughs of credit occasioned partly by the 
seasonal character of the business of India, partly 
by the operations of the financial department of the 
Government of India itself, and especially concern- 
ing those periods of strain and relaxation which arise 
through the need for periodical or seasonal external 
and internal payments, exchange payments, of a 
large volume. 

(in.) I might illustrate whSt I have in mind at 
this point by reference to Mr. Denning’s report 
which showed, among other things, tho great fluctua- 
tions in the volume of the Government balanoes in 
the Imperial Bank of India, running at times, as I 
recollect, as high as 40 crores, and then again, Tun- 


ing down in a later period as low r as, possibly, eight 
crores. In like fashion one would refer to tho need 
for periodical heavy remittances to London. I am 
not familiar enough with all tho conditions which 
affect the rates of interest in India, but after 12 
years of reasonable tranquility in money rates in 
the United States, my consider at ion of the situation 
in India leads me at once to recall the conditions 
that existed in the United States in the crop-moving 
periods where call money rates in New York, duo 
to the enormous transfer of currency which was 
required to the interior, sometimes went up *J. r > 
per cent, amt even oO per cent, higher at the 
crop-moving period. [ notice that, the rate of the 
Imperial Bank of India for the year 1924-1925 
started, as I recollect, in tho season of strain at as 
high as 9 per cent. It was reduced in a period of a 
few months to as low as 4 per cent., and then again 
in a few months, as the season of strain approached 
again, it advanced to 7 per cent. I cannot hcliovo 
that that is a wholesome condition under which 
business should be conducted in India. Later on 1 
will ho glad to describe how the operation of tho 
Federal Reserve system is able to introduce com- 
pensating influences against these large movements, 
to smooth out tho curves, of peaks and troughs of 
demand, and consequently, the high and low points 
of interest rates. Of course, the development of a 
central bank, or, as with us, a system of central 
hanks, is hardly possible in a country where a fairly 
well-organised money market does not exist. 1 think 
it is not lieyond reason to suggest that were it not 
for tho influences of the war, which brought into 
play in such largo volume the credit resources of the 
Federal Reserve Banks, we would have had difficulty 
even up to the present time, after It) years or more, 
in developing the kind of organised money market 
in New York which would permit the Federal 
Reservo Bank to f uiud ion as it should in a money 
market due to a variety of reasons which l should 
also lie glad to descrilie later on. As it happens, 
to-day the bank rate of the Federal Reserve Bank 
in New York functions in a fairly well-organised 
money market- hut still not what it should he- and 
functions admirably. It is effective at times when 
restraint is required, and it need not. bo a restrain- 
ing influence at those times when an expansion of 
credit is required T mean tho normal necessary 
seasonal expansion of credit. 

(iv.) One of the elements in the development of 
the money market necessarily is tho instruments 
that are dealt, in there. T refer especially to all 
forms of negotiable instruments which aro used in 
connection with short time business transactions, 
and particularly the sale «*l' goods, and especially the 
l>est type of instrument, that is, the hill of 
exchange, and possibly, with hank names. I under- 
stand that there is a stamp tax on certain types of 
bills and negotiablo instruments in India. Wo had 
a Stamp Tax on bills— that is, accepted hills and 
notes — during the recent war, which is not a usual 
form of taxation in America. Wo found that it 
interfered very greatly with tho operation of the 
Federal Reserve Bank. The Tax was heavy enough 
even to cause some difficulty in a nice adjustment 
of our rates. It certainly had the effect of restrict- 
ing the development and use of the type of paper 
upon which a money market must depend for its 
functioning. Without any desire to otrude views 
about what is or is not a wise method of taxation ir 
India, it has seemed to us that a Stamp Tax on tho 
type of paper which is used for financing business 
transactions in India is possibly quite a mistake, 
and may lead to a development that will impede the 
functioning of a hank of iasue. The same thing 
applies to the development of the habit of deposit 
and cheque banking. I believe there is a Stamp Tax 
on cheques in India. We hod a Stamp Tax on 
cheques at tho time of tho war with Spain. Tt was 
abandoned. It was found to he an unsatisfactory 
restraint upon tho use of cheques and upon economy 
in tho use of currency. Tho Stamp Tax on bills and 
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notes was, 1 think, the firBt tax we abandoned after 
the end of the recent war. There was a proposal 
during tho last war to impose a Stamp Tax upon 
cheques. It was very carefully investigated, and the 
idea was abandoned. To illustrate the influence 
which it might have had upon the currency position, 
we made an investigation in New York to see what 
would happen if a Bmnll tax was Imposed upon 
cheques, and we found that one of the largest 
employers of labour in the Stato of New York was 
paying practically their entire clerical lore©, and a 
very largo part of their labour, I think GO, 00') 
IMNiple, by a system of cheque payment. They 
notified us that the cost would be sufficient 
to justify them in returning to the system 
of currency payment of wages. Those iwo taxes are 
termed in America 4t nuisance taxes ” ; and I am glad 
to say they have been abandoned. There are now no 
impediments to the development of the typo of paper 
which, we believe, a successful central banking 
system must discount. It appears from tho litera- 
ture with which wo arc familiar that there has been 
a considerable development of deposit banking in 
India. India is a nation of wide extent geo- 
graphically, peculiarly adapted to tho use of chequed 
as a convenience in making payments, especially so 
in a country whore, through generations of habit, 
tho use of silver coins has been very largely tho 
means of payment in the past. I can readily see 
from our own experience in developing a regionul 
system of Central Banks of issue over a wide area 
tho many advantages which would accrue to India 
in the facility of conducting business, and in making 
internal payments, if the cheque-using habit could 
be developed. Cortainly it would apply to the collec- 
tion of tho revenue. 1 understand now that there 
are 1,000, or possibly 2,000, treasuries, or sub- 
treasuries, so-called, maintained throughout India 
as a necessary facility whore taxes are paid in coin. 
Tho use of cheques more generally by people ot 
sufficient means to come within the tax-paying class 
would certainly greatly facilitate the operations of 
tho Fiscal Department of the Government of India. 
There is another development in banking in India 
which is natural enough, which has never appeared 
in the American banking system, but which is 
largely practised in India and on tho Continent, 
which, 1 also fear, would interferes in a measure 
with the development and proper functioning of n 
bank of issue. That is the enlarged use of the Cash 
Advance account. I would like to use our own 
experience (although it lengthens the talk consider- 
ably) by way of analogies as I go along on these 
various points. 

(v). In the United States an overdraft is pro- 
hibited by law for National Banks, and in many 
States there is a prohibition against Statu banks 
granting overdrafts. The result has been that every 
borrower at n bank has to execute some form of 
instrument expressing his debt, and the most usual 
instrument used in the type of advance that is the 
equivalent of the advance account of the English 
Joint Stock Banks is simply a note of hand. There 
is no market for paper of that kind no general 
trading in that type of paper in the American 
market — but by good fortune the Federal Reserve 
Act made it possible for member Banks to discount 
that paper when they required accommodation at 
the Central Bank. Now, if the development of 
banking in India takes the form of an overdraft 
account which produces no negotiable instrument 
which can be taken to a bank of ibbuo, certainly it 
will retard the functioning of the bank of issue, 
which requires for its conduct that borrowing be on 
tho best type of paper that the Commercial Banks 
get from their customers. You will understand 
from what I am now discussing that our own 
experience suggests the need for a careful under- 
standing of how the existing practice may be made 
to fit the establishment of a bank of issue, and not 
disturb the customs of the country too greatly. 


(vi) . Another obvious suggestion is the similarity 
between the production of the two countries. We 
have a great area, tho South, where the major pro- 
duction is cotton; then in the North-West there is 
wheat; in tho Middle West corn; on tho Great Plain * 
cattle and sheep; and then we have the great dauv 
industries, which are grouped in various parts of 
the country. Again, what has become an important 
group is the citrus fruit crop in Southern 
California and Florida. All those eropN cornu forward 
at various times, when the preparation of the soil at 
different seasons gives rise to seasonal demands upon 
tho system which the Federal Reserve Banks are 
designed to meet, and do now very satisfactorily 
meet. It may interest tho Commission to 
look at a small map showing how the dis- 
tricts of the Federal Reserve Banks are laid out. 
(Map handed in to the Commission.) Tho similarity 
of the conditions in the United States and 
India are shown hy considering that you havo 
Calcutta, where tho principal production is jute, 
Bombay and Madras cotton, Karachi wheat, Rangoon 
rice, Ceylon tea, all presenting very similar con- 
ditions. In tho study of the development of a 
regional central banking system for India, it seems 
to mo from our experience that the choice lies between 
two principles : (1) In so distributing ,tho activities 
of the hunk of issue that each area distinguished by 
the character of its production should be financed 
as a separate operation, so to speak, with some 
centralising arrangement by which the compensation 
of demand with increases in tho supply of credit will 
normally and easily take place, or possibly making 
a cross section so that compensation is a natural and 
automatic one, such as would be the case in ihe 
United States if district lines for tho regional banks 
ran directly North and South, and part of each 
district w r as cotton and part w as corn and part was 
wheat. Our experience certainly indicates the need 
for somo special study of the requirements of agricul- 
ture in a country where the proportion of agriculture 
production is groater even than in tho United States, 
to mako sure that the new system, if it is adopted, 
is particularly designed to meet the seasonal needs of 
agriculture. 

(vii) . Then possibly there is need for still further 
developing the introduction of facilities and the 
spread of popular sentiment favouring the directing 
of the savings of the Indian people more into invest- 
ments and the development of investment banking in 
India. I realise that much lias been done by the 
Imperial Bank already, and that other agencies are 
being created. One of the difficulties about develop- 
ing investment banking in India T should apprehend 
would be the difficulty of languuge. Possibly another 
would be the lack of facilities for tho safe keeping 
of securities. You know how exceedingly strong nn 
influence on the development of the investment habit 
in France has been exerted by the creation of 

. facilities by the largo banks for holding securities for 
their customers, almost exactly as if thoy were bank 
accounts. As ail incident to tho development of the 
investment habit in a nation where wealth is accumu- 
lating as rapidly os it is in India, I should suppose 
that there would be many refinements, such as making 
the terms of investment perfectly clear to all classes 
of the population irrespective of language, making 
them readily accessible for subscription in all parts of 
the country, and if you please creating a standard of 
investment by directing it especially to the security 
issues of the Indian Government itself. This has a 
very distinct bearing, in our opinion, upon the opera- 
tion of any standard in India designed for the 
creation of a stable international value for the rupee. 
For instance, if it were possible to promote the offer 
of securities, which might have a market both in 
India and in London or in America, that creates an 
instrument for use in the international market which 
is just os serviceable and even more serviceable at 
times than a bill of exchange. I recollect over 90 
years ago when the United States was Hie greatest 



MINUTES OF EVIDENCE. 


315 


11 May, 1920.] Mr. Benjamin Strong, Dr. Jacob H. Hollander, [Continued. 

and Dr. Oliver M. W. Sprague. 


of all borrowing nations, that issues of securities had 
iirst been mode by our new railroads, payable in 
foreign currency, such ns sterling, goldcrs and francs. 
The attention of investors throughout the world was 
gradually directed to the favourable opportunity to 
make money in Americnn investments, and in course 
of time the habit of issuing securities by American 
corporations in foreign currencies was gradually 
abandoned; and most of the security issues, even for 
sale in foreign countries, took the form of dollar 
securities. 

(viii). J am frank to say that the need in the early 
days for the issue of securities payable in foreign 
currencies to satisfy the demands of foreign invest- 
ors largely grew out of the fact that they had no con- 
fidence in what the value of the American currency 
would lie when these obligations fell due ; because we 
wore not on a sufficiently definite standard of value 
to make them <*ertain that they would get back as 
much money as they had loaned. The influence of 
international markets for American securities on the 
adjustment of exchange has been marked for many 
years before tho war where we had what w as known 
as the Arbitrage market, where trade was conducted 
in New York and London almost simultaneously, and 
where securities flowwl backwards and forwards with 
the greatest easy according to tho level of interest 
rates in the two markets. 

(ix) . Possibly I have enlarged on this too much ; 
but I think wo have all agreed among ourselves in 
discussing this that it is a rather important collateral 
development to tho nice functioning of a hank of 
issue and to the adjustments of foreign demands. 

(x) . So far the discussion has confined itself to tho 
existing habits and practices in India, in tho hopn 
that it may be suggestive of shaping developments 
in tho futuro which will lay the foundation for the 
establishment of a bank of issue. 

(xi) . Now we come to tho organisation of tho bank 
of issue itself. I should say that concurrently with 
the development of any plan along tho linos of laying 
this foundation for tlio bank of issue should bo a 
careful study of the exact character of tho hank itself 
and the functions that it should perform. Tho first 
decision which naturally must bo made would lie, 
according to the weight of evidence, whether the 
bank of issue should consist of the existing Imperial 
Bank with added functions, or whether it should bo 
brought into existence hy effecting a separation of 
tho Imperial Bank, say, into two banks, transferring 
to one bank those functions which properly belong to 
tho bank of issue, and leaving the remaining com- 
mercial business with tho Imperial Bank; or, as a 
third choice, not to make any change in the character 
of the Imperial Bank, hut to create a new bank of 
issue. 

(xii) . I propose to discuss that in a little more 
detail later; the point being, however, at this stage 
of the discussion to emphasise that the time for the 
study of the type of hank of issue is concurrently with 
the examination and decision of what methods should 
be applied to the existing bank practices in India, 
so that they may be shaped in tho direction of tho 
creation of a satisfactorily functioning bank. It 
should not take very long, I should suppose. We 
took six years; you may bo able to reduce the time 
to a much shorter period, before the time arrives to 
open the bank of issue. That is no more than a 
guess. 'We took too long. 

(xiii). It seems to me that upon tho opening of a 
bank of issue the first important change would b® 
effected by the complete transfer of the note issue 
and of the reserves, to the new bank. When it comes, 
however, to effecting the transfer of tho Government 
deposits, difficulties will be encountered. You will 
correct me if I am not right in my information that 
the deposits of the Government in the Imperial Bank 
vary from a minimum of, say, 8 crores to a maximum 
of as high as 40 crores. Now, the sudden transfer of 
the balance, which may average 20 crores, from the 
Imperial Bank to the bank of issue necessarily in- 


volves the transfer of a corresponding amount of the 
assets of tho Imperial Bank, which, it seems to me, 
can Iks accomplished better by doing it gradually ; 
and it also scorns that one must at tho very outset 
adopt one of two methods in doing so. Either some 
part of tho commercial business of the Imperial Bank 
would need to be permanently transferred to tlie 
bank of issue - that is the transferring of a certain 
number of tho accounts of borrowing customers— or 
else at the very outset the Imperial Bank must be 
a very large borrower from the new bank of issue. 
It would have to discount enough paper with the hank 
of issue to offset the entire amount, of Government 
deposits which wore transferred. 

(xiv.) With regard to largo transfers of that 
character wo have had some experience at homo 
with them in connection with tho establishment of 
tho federal reserve system— it is our feeling that it 
needs to he done with tho greatest possihlo care in 
order to avoid disturbance. The analogy in American 
practice with the operations of the Government 
account in tho Imperial Bank may possibly ho inter- 
esting, and it is this. After the discontinuance of 
the second hank of tho United States in 1838 we 
established what was known ns the independent 
treasury system. By the praetico which then grew 
up, all the revenues of the United States wore 
actually paid in in cash into the Treasury or into 
Kiih-Treasuries. The Treasury never loaned money, 
and consequently tho strain upon tho money murkets 
of these periodical and very heavy accumulation# 
in the Treasury, especially when they were surplus 
revenues, became a very serious matter. A compen- 
sating influence which was attempted was to have 
the Treasury depositing the surplus funds in the 
national hanks. Now*, there had grown up, beforo 
the Federal Reserve Act was passed, something over 
8,000 national hanks; and 1 need hardly describe 
to you in detail the difficulty of keeping satisfied 
some 8,000 hanks all influenced by the desire to 
make money, many of them influenced by special 
seasonal demands that made these Government de- 
posits of very great value to them and almost a 
necessity. 1 am frank to say that it was an unor- 
ganised and rather disorderly method. At times the 
Treasury, in order to relieve the strain on the money 
market, lias anticipated the payment of the interest 
on the Government debt for as long a period as six 
months or a year. They did that, as I recollect, in 
the '90's and, I think, once subsequent to that. The 
operation of tho Government account with the Im- 
perial Bank of India might linvo that samo effect. 
1 am not aware, ho far as details are concerned, of 
what methods are available to the Imperial Bank 
to offset the ace um illation of Government revenues. 
I will describe, if you care to have me, what wo do 
at home now r that the federal reserve hanks hold 
tho Government accounts. The great bulk of the 
taxes, tho income taxes, are payable four times a 
year — March, June, September, and December. 
After a good deal of adjustment the short maturing 
debt of the United States has been arranged to 
mature on those dates, so that in a measure the 
collection of tho revenues on tho quarter days 
synchronises with the maturity of the short debt. But 
oven there a very nice adjustment for the benefit 
of tho money market becomes necessary. When 
the Government makes a new issue of securities, 
which it usually does on those same dates, they are 
sold by the reserve banks through the membev 
banks. Payment for securities issued is made to 
the member banks and placed at the credit of the 
federal reservo banks on the books of the member 
banks. The federal reserve bank has security for 
the deposit in its hands. That effects no disturbance 
in tho money market, because it is simply a transfei 
of deposit from one depositor to another. When, 
however, tho funds have to be withdrawn from all 
of the depository banks and assembled in the federal 
reserve bank in order to meet Government disburse 
raeuts, there comes a period, generally of not over a 
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week, when a very largo sum of money is taken 
out of tho money market, and at those times 
the Federal Reserve Hank of New York 
makes large advances to tho Treasury, sometimes as 
much as 300, 000, (MX) dollars so as tn bridge the period 
of transfer of Government funds. That, on the othor 
hand, has tho effect of putting a largo amount of 
credit back into the market, because the cheques 
in transit have not been presented and paid into tho 
reserve bank. To offset this flood of money which 
comes into the market on tho quarter day from the 
reserve hanks, wo make tem|K>rary sales of securities 
to the market and “ mop up ” the surplus, as the 
expression is in London; and that advance is 
gradually repaid as these transfers are effected. This 
is a detail of administration which may not. be 
directly applicable to conditions in India, and it 
operates only for a short time, but it has been 
suggested to my mind in rending the reports that 
something of that sort might be capable of deve- 
lopment in India. 

(xv) In addition to the transfer of tho Government 
deposit to the bank of issue, which it seems to me 
would require considerable study, there conies the 
additional question of wliat kind of deposit shall bo 
held by the bank of issue. In the United States 
our deposits consist wholly of funds of the Treasury 
and the reserves of tho member banka. Wo do no 
private commercial business at all. The deposits of 
the member banks are fixed percentages of their own 
deposit liabilities. So that as to any analogy between 
conditions in tin- United States and conditions in 
1 iidia, great care would need to lie exercised in adapt- 
ing anything like our federal reserve system to Indian 
conditions, because you have not got the fixed reserve 
requirements of law that wo havo in our banking 
system in America. Among the deposits which would 
naturally lie considered as a possible basis of the 
deposit business of a bank of issue would be those of 
the exchange banks— the reserve of the exchange 
banks for one group. It seems to me that any 
arrangement for establishing a relationship between 
a bank of issue and tho exchange banks should be 
designed so that it will lend itself especially to the 
development of the money market to which 1 have 
referred in India. It may bo that some interesting 
analogies might be discovered by a study of the re- 
lations that exist now between the Yokohama Specie 
Dank of Japan and the Imperial Hank of Japan. At 
least, that is on© class of deposits that it seems to 
me requires consideration. Another class would he 
tho reserves of the incorporated banks of India, 
including the Imperial Bank, rt may lie well here 
to recall the experience that Japan had in establish- 
ing their banking system. In about 1872, after an 
exhaustive study of European banks by a Com- 
mission under Prince Tto, they adopted tho American 
national banking system. I think it is a fair surmise, 
at least, to believe that those very eminent Japanese 
students and economists were led to do so by two 
circumstances : one, the fact that 'the American 
national bnnkiug system seemed in a very short time 
/to have achieved great success; and the other is 
that it just happened that their visit to Europe 
coincided with the period when tho great English 
economist, Mr. Walter Bagchot, was urging upon 
the attention of tho British people tho need for 
independent hanking reserves. At any rate, the 
Japanese people adopted the Amorican national 
hanking system. It took them only ten years to 
discover the defects of the system; whereas it look 
us nearly fifty years. In 1882 they abandoned it, 
and by Imperial decree established the Imperial Bank 
of Japan. I may say that, according to my recollec- 
tion, within a year, as a result partly of a foreign 
loan the depreciation of the currency inherited from 
tho Rhoguii regime disappeared in Japan. Their 
experience with monetary difficulties corre- ponded 
to our own. They found that what they needed was 
not a different kind of money, so much as a bank 
of issue. 


(xvi) The third class of deposits, and one which I 
am not capable of com men ting upon particularly, is 
th«» reserves of the Indian co-operative hanks and tho 
private moneylenders — that is, Hie Shroffs and the 
Marwuris, and those who trade directly through tho 
widespread system of moneylending which is a 
feature among tho Indian people. The only 
emphasis that 1 can put on that class of deposits is 
that they have such an important function to perform 
in the credit operations of the Indian people, that 
consideration seems to mo must necessarily be given 
to some relationship between the hunk of issue and 
that class of moneylenders, if it can he found possible 
to create it. L should also say in connection witk the 
creation of a hank of issue that it seems to me that 
the greatest care must he exercised, both in the 
character of the change and in the rapidity with 
which it is brought, about, so as not to work injury 
to the Imperial Bank, which occupies so important 
a position in the hanking of the people of India 
themselves. This largely is a problem of transfer of 
reserves. I think it is a fact that no feature of the 
establishment of the federal reserve hanks was studied 
with greater care than this operation of the reserve 
1 1 Hosiers, as there was such possibility or doing injury 
by too hasty or too ill-considered transactions. In 
fact, the transfers were spread over a considerable 
period, and the machinery of the reserve hanks was 
set up so that they could function at once in taking 
care of any difficulties that arose in connection with 
the transfer. 

(xvii.) Probably the most difficult decision that 
must bo made in the establish men t of a reserve bank 
if, as I apprehend, one of the functions of a new bank 
of issue will be to maintain the hanking reserve of 
the nation as it should, and, I think, must do, is to 
decide whether there should bo statutory reserves 
required in order to establish contact with the bank 
of issue that is the American system, of course — 
or whether, as an alternative, it would he .satisfactory 
to permit of a gradual development of this relation- 
ship the same as has taken place in England between 
British hanks and hankers with the Bank of England. 
In other w'ords, there are two methods of approach, 
one is to require a minimum legal reserve, and tho 
other is to exact a standard of credit by means of 
an arrangement between the depositor and tho bank 
of issue. I think possibly our own opinion runs 
rather strongly against avoiding the unexpected and 
possibly radical changes that would be required in 
Indian hanking by the introduction of any system 
of “statutory reserves ”. Every member bank in 
the Federal Reserve system of which there are 10,000, 
as you know, is required by law to maintain with us 
a reserve of a given percentage of its deposit 
liabilities, and it must not fall below that. If it 
does fall below that (they are permitted to use it, 
that is, to draw on their reserve account) they are 
charged a penalty of 2 per cent, abovo our discount 
rate for doing so, so that it is very expensive for 
them to draw down their reserve balance. When the 
reserves become impaired, of course they immediately 
come to us and borrow. I think it also should bo 
considered in connection with the required reserve 
that there sire other developments which would 
uncsenpnbly follow, which should he explored. One 
is that if the incorporated banks of India and the 
private money lenders are required by law to keep 
a minimum reserve with the bank of issue il would 
seem tlion that they would be entitled, as a matter 
of right, to borrow from the bank of issue, and that 
this could not be escaped. If they are entitled, as 
a matter of right, to borrow from the hank of issue 
the bank of issue might be required to make bad 
loans, and I do not know of any hank that could 
survive a statutory requirement that it should make 
had loans. Then, again, the requirement of a mini- 
mum reserve of that character by law implies almost 
inevitably incorporation, that is to say, standard 
methods of accounting and reporting. It brings in 
its train the need for examination snch as we have 
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developed so extensively in Aiiiericu. Practically 
every incorporated bank in the United States is 
examined by either Fedeial or State authority, and 
the Federal IleBerve Banks have themselves the right 
to send examiners and examine every member bank 
at any timo they want to- any one of them. They 
are required to make regular reports, and, in fact, 
the amount of credit information that we have about 
our member banks would surpriso almost any banker 
outside the United States. 

(xviii). Then there is another important considera- 
tion. Almost from the beginning of modern bank- 
ing, if it can be called modern in Lho United States, 
we have had statutory requirements for minimum 
reserves — for nutional banks ever since they were 
created, and for the groat majority of tho hank.* 
incorporated under the State law. So that it was 
no now idea, und it involved no great innovation. 
When the Federal Reserve Bank was established it 
was a very simple matter indeed to elfoct by simple 
percentage arrangements the necessary transfers to 
tho Reserve Banks of some portion; and finally, alter 
1919, of all the reserves. 

(xix) . I am conscious of the fact that the pro- 
gramme, as 1 have described it by stages, might have 
left tho impression that the execution of a plan for 
any central hank in India might involve a long 
period of activity by this Commission. I do not 
mean to imply that. What I should like to emphasise 
as to the progress in the adoption of tho plan was 
the present need of making haste slowly in its intro- 
duction into India. Doubtless the continuation of 
tho studies which might he required, such ns tKoso 
that I have veiy roughly indicated as appealing to 
us, could all be conducted by arrangements effected 
by the Commission for more detailed study in India 
However that might be, the construction of the plan, 
if wo use the analogy of our own method at home, 
would follow after the work of a Commission which 
laid out the plan finally expressed in a law developed 
by its Congress for the creation of the hank. Thou 
the period of actual development of the plan would 
follow naturally by gradual stages so as to avoid any 
sudden or radical change in the conduct of banking 
and currency matters in India. 

(xx) . As to the progress and development of the 
bank, onee it is established, naturally tho first 
question which arises is ns to the convertibility of 
tho rupee. My own belief is, niul I think this will 
be developed later in the talk, that at the outset 
onco the bank takes .over the note issue and tho 
reserves, convertibility should bo substantially by the 
methods now employed by the Indian Government, 
drib should not impose upon the hank any radical 
change of method at the very outset. The stage 
beyond that would be, possibly at once, the develop- 
ment of relations by the bank of issue or in such a 
way as might he decided in other gold standard 
countries. Whatever form that might take, my sug- 
gestion would be tli At it would indudo a plan for 
familiarising other mnrkets with tho credit of the 
Indian Government, so that other centres might be 
available ns credit markets for tho purpose of main- 
taining the convertibility of tho rupee. As you know, 
we sold Council Bills in New York as a war measure 
through the Federal Reserve Bank of New York. 
That was not done by direct flotation of Indian 
securities or direct operations in Indian securities 
in our market; but it was done by arrangement with 
the British Government. There were certain 
advantages given to tho rupeo market by the fact 
that our importers of jute were thus able to buy 
rupees at the Federal Reserve Bank of New York, 
and we very carefully devised the plan by which it 
was done so as to ensure that the rupees would 
be used actually to pay for tho jute purchased in 
India. I have no doubt the members of the Com- 
mission ore familiar with that. Tho antilogy 
between extending tho relations to other gold 
standard countries and the prwrtioes in the United 
States is shewn by what has recently occurred. 


Prior t»i the war, hoforo tho establish meiit of the 
Federal Reserve hanks, the American oonvmorciai 
hanks doing international business maintained 
accounts und balances with foreign correspondents 
in various part of the world. The maintenance of 
those accounts liecame n matter of some hazard when 
the gold standard broke down. Inasmuch ns gold it* 
now freely available for export from the United 
States, and has been since 1919. the practice has now’ 
quite changed. Most foreign commercial banks 
maintain I >a lames with American hanks; and the 
unusual development which has taken place lies 
in tho fuel that, quite contrary to the practice 
licforo the war, almost- all the banks of issue of the 
world now maintain accounts in New’ York. 1 think 
about a dozen of them maintain accounts with the 
K4 mKt.i 1 Reserve Bank in New York. This is in fact 
one of the phases of the development of the gold 
exchange standard as an intermediate step between 
the time when the full gold standard was adandoned, 
and the time when the gold standard is finally re- 
sumed by those countries which are now endeavouring 
t.> do so. But New York has to a very considerable ex- 
tent become a drawing post, for those countries which 
desire to stabilise their currencies as rapidly as they 
can in relation to the dollar which is gold. Without 
attempting to fix a period when this 
should bo done, I believe the time will arrive 
1 airly rapidly alter tho bank is established when a 
decision can be made as to establishing the definite 
value of the rupee. Whether that should la* at. one 
figure or at another, possibly wo should not venture 
lo make suggestions. Certainly Indian opinion would 
lie in neb more valuable oil that point than our 
opinion. | Sir Mnneckji Ihulnhhuy : Did I oateh you 
rightly to say that that question must lie settled 
after the Bank is established P] Yes; I say at some 
■point which 1 would not care to indicate, but at 
some point of time after the establishment of tho 
bank, the definite value of the rupee might be 
established. The advantage of waiting for a period, 
although not too long a period, lies in the fact that 
experience will probably throw a great deal of light 
upon the value at which the rupee should finally 
lie fixed. 

(xxi.) Now this suggests comment U|*>n the pr<*> 
sent practices in regard to the external value of tho 
rupee; the making of remittances for Government 
purposes; variations lictwccn good and had monsoons; 
the seasonal character of the exports from India and 
possibly the imports, all these cause a need for a 
certain amount of management to level otf the 
periodical or seasonal fluctuations, that is the peaks 
and the troughs of fluctuation. It is very difficult 
to determine at what point a necessary and normal 
regulation of those fluctuations passes from u simple 
moderation to an attempt at pegging, or creating 
an artificial value, which of course is very much to 
be avoided. We have witnessed pegging experiences 
recently with other currencies. So L am not suggest- 
ing a rate, nor am J suggesting a particular time 
when the development of particular machinery for 
dealing with the external value of tho rupee may 
justify fixing the value. 

(xxii.) Now posBihly tho next stage in tho 
development of the functions of the hank 
of issue is the most difficult of nil, and 
that is the point where tho Ricardo bar might 
bo introduced. We all realise that the original 
recommendation for the use of bur gold to maintain 
tho convertibility and external value of the bank- 
note related entirely to tho use of bar gold for the 
purposes of making external payments. Inasmuch 
as the use of gold seems to be the ultimate objective 
of the plan, I can only suggest a few thoughts <is tj 
the difficulties which T apprehend may arise, which 
woukl need the most careful consideration. Diffi- 
culties, that is to say, in the use of gold to maintain 
tho convertibility of the note in the form of bars. If 
the Bank is to redeem its notes in bars of say 
400 ozs., certainly a great deal of study must be 
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given to tho relations between the upper gold point 
and an}’ premium for the gold which may exist in 
the bazaars in India. If it is possible to do so, it 
would seem to me that at the outset tho redemption 
of the notes at the hank by the use of bar gold 
should be confined to enabling external payments to 
be made by the most economic possible methods bv 
the Indian exrhungo dealers without risk of undue 
loss of the banks reserve for any purposes of 
domestic store of gold. In other words, it is moro 
u matter of Management than it is of law* at tho 
outset. In fact, it is a question of determining 
which is the right price to charge for gold at the 
hank, and how fur it is possible to go in permitting 
a free use of bar gold for all purposes. I should 
say that this would he the testing period of the gold 
standard in India. 

(xxiii.) If experience should disclose that it is 
safe to do so, then the time may arrive when it is 
possible to open the mint for coinage of gold. There 
is a largo store of gold in India, which is certainly 
capable in time of being pul to more fruitful use 
than it is at present; and it may ho that the open- 
ing of the mint will promote that; but 1 do not see 
how it is possible to arrive al a decision without 
more experience. The decision to gradually 
approach full convertibility of rupee notes into gold 
lias to be deferred until more is known about tho 
influence which it will have on the habits of the 
Indian people. With tho development of deposit and 
cheque hanking, the development of saving habits in 
the form of hank deposits and investments by the 
Indian people, and the reduction of accu m illation of 
gold for ornaments, and as a savings fund, to such 
an extent as to remove tho danger to the bank's 
reserve, at some point experiment may show that it 
is safe to make free use of gold payments. It seems to 
me experience alone can tell. To attempt it without 
any experience seems to ine something of a hazard. 
Tn fact, at this point I think I am justified in 
making the general statement that widespread, 
deep-rooted national lmhit of accumulating precious 
metals, and gold especially under these conditions as 
a savings fund, is incompatible with tho establish- 
ment of a hank of issue and complete convertibility 
of tho notes until sufficient modification of those 
liahits renders the reserve of the hank of issue, 
secure against their being withdrawn too sud- 
denly, and to u great amount, for tin purpose of 
accumulation of the precious metals. In fact, that i- 1 
to my mind the key to tho whole situation in India. 
To what extent will these deep-rooted habits at some 
point, imperil the reserve of the hank? I wish it 
were possible to make some suggestion to deal with 
that, but 1 do not see how any suggestion can now 
bo made. It depends upon experience. That is the 
reason why 1 have indicated that, preliminary to 
reaching that stage, careful preparation be taken 
in the direction of developing that foundation for 
your structure which will reach right down into the 
hearts of the Indian people and in the ways they 
have practised for generations. 

(xxiv). Now, at tho outset (that is to say, until 
llie system has had greater development), I believe it 
would he quite impossible to have notes and coined 
rupees freely convertible into gold at tho hank. But 
I do believe that the necessary accompaniment of the 
development of deposit hank savings and the invest- 
ment habit should ho to open the hank of issue to 
the free deposit of gold, I should say, to the free 
aeposit of gold, whether it is coined gold or not. In 
other words, the hank should he, to a certain extent. 
» market of gold. If the Indian people should desire 


in the course of years to convert their gold store, 
not coin, but gold bullion, in whatever form it may 
he, into a hanking account or into an investment 
security, the door should bo openod wide to enable 
them to do so, and every facility created to enable 
them to do so. During this entire period notes and 
silver rupees should be freely interchangeable, and 
should retain their full legal tender qualities. That 
belief is founded upon what little knowledge I have 
of the persistence of these habits in tho Indiun 
people. They like their old ways, lb seems to me 
it would he a mistake to forco them out of their old 
habits of dealing with their money, which is the 
silver rupee, and in recent years the paper rupee. 
It would be wise to maintain its quality of usefulness 
to the greatest degree possible. As India grows in 
population and wealth, and as the business of tho 
nation grows, if there is an excess of rupees in 
circulation now, as we have been taught in America 
to grow up to the use of, suy, 1,500 million dollars 
of paper money of the types that we have, so I should 
think that certainly India would ho able to absorb 
these rupees into circulation without undue incon- 
venience or Iobs. 

(xxv). Obviously, a discussion of the development 
of any plan of this sort has got to stop before it gets 
into the stage of speculation as to wlmt tho con- 
ditions will ho yearB honce. The object of what I 
have said up to this point has been, not to suggest 
a plan for India — I do not know onnugh about the 
details of life and business there to do that- but 
rather to suggest, from our experience in America, 
which is quite n recent one, that there are certain 
particular points that requiro very careful examina- 
tion in establishing a hank of issue. I think, boyond 
the point where l have gone, the general project 
resolves itself into one of experimentation — trial and 
error. One recommendation that I would particularly 
urge is, not to place too much relianco upon explicit 
and exact legal definitions and requirements, lint 
more upon gradual growth and development and 
experience. 

(xxvi). The concluding word, f think, would ho 
properly of this character. The outstanding charac- 
teristic of tho Indian people is industry and thrift. 
Certainly, this vast accumulation of gold and silver 
that has taken place in India is evidence of the care 
with which they accumulate their savings, and tho 
high value that they put upon having a secure 
instrument for the accumulation of their savings, 
it is now expressed in the accumulation of precious 
metals. It seems to mo that those very charac- 
teristics of the Indian people, which really are the 
foundation of a successful economic life, shoultf, if 
possible, be turned to a more useful purpose ; that is 
to say, to the development of a more productive and 
useful hanking system for the Indian people. If it 
is possible by education, by the creation of facilities 
and by the removal of impediments that may be 
found to exist, to turn this admirable habit of nor. 
spending more than one receives, but rather less, 
into the development of a proper bank of issue in 
India, 1 believe that is what is going to lay the 
foundation for tho introduction of any kind of gold 
standard that India wants. 

15,417. We are very much obliged to you for your 
lucid exposition. You have certainly tahen us into 
matters which involve very deep enquiry into tho 
conditions of tlie Indiun people, particularly in 
relation to their reliance on gold and silver. 
Perhaps we can deal with this when we have the 
benefit of your attendance on a future occasion? — 
Certainly. 


(The witnesses withdrew .) 
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15,4lN. (( 'huinnan .) In the final portion of your 
evidence yesterday yon were dealing with matters 
which involve rather more close attention to the 
particular ci re urns Lai ices of India and the Indian 
people, and involve in fact considerations which are 
more local and less general than those which we 
had dealt with in the previous days* evidence. I 
want, if 1 may, to ask you a few questions to 
elucidate the exact hearing of your most interesting 
suggestions in this regard. Have you been able to 
give any consideration at all to the statistical n.sj>eeL 
of the rupee coinage in India, namely, as to the 
amount of rupees outstanding, or the amount of 
rupees in active circulation P — {Mr. Stroiiy.) Not 
beyond some figures which have liecn furnished 11 s 
in connection with Lho inquiry into the plan and 
some study we have made ol the literature, without, 
1 admit, a very clear knowledge of the way the 
estimates accompanying the plan were arrived at. 

1.5,419. You were not able to bring any critique 
to hear upon the figures as to the so-called hoards 
which have been laid before us by the Indian autho- 
rities? — I do not think we have any knowledge beyond 
the estimates that were .submit led in connection 
with the inquiry, which T understand were carefully 
prepared estimates made in India by the authorities 
there. 

15.420. Thut is so. Those are the figures we have 
been considering. Then as regards recent changes 
in the habits and customs of the people of India as 
regards on the one hand the .forms of currency which 
ore populur, and secondly as regards the habits of 
investment and banking, would you he able at all 
to assist '“us having regard to the change in the 
general aspect of Indian civilisation 11 s regards those 
matters in recent years? — I hesitate to base any 
statement upon observations during a short visit 
to India five or six years ago, when 1 was there 
two months : so what 1 shall say to you T hope you 
will understand are no more than impressions. 

15.421. Let me not ask you to give an impression, 
if you do not feel that you want to give it?- -Well, 
1 should say I left India with the impression, as 
the result of many talks with informed people in 
India, that the general Western impression, which 1 
think is particularly prevalent in the United States, 
that India is a nation of absolutely rigid and 
unchanging habits, cannot bo sustained, so fur as 
iny observation went. That is to Hay, some years 
before my visit to India, I had had some discussions 
of the currency problem of India, and the incon- 
veniences of handling large amounts of silver rupees 
in making interior payments, and bo on. Very 
much to my astonishment, when I reached India I 


Jnund already, in a .short period of time, that the 
convenience of the use of paper money had developed 
so that the paper rupee was becoming exceedingly 
popuhu. Our belief in America was that paper 
money was not a practical form of circulation for 
Tndin, because of the difficulties of climate and possi- 
bilities of destruction, and the strong preference for 
silver, that it did not lend itself well to the habits 
and conditions of India. Now we find that in a com- 
paratively short space of years the use of paper 
rupees has become not only common pretty well 
throughout India, hut it is a very popular form of 
circulation. From that I would generally draw the 
conclusion that there will not ho an irresistible, 
unchangeable habit in regard to currency in India 
which cannot gradually ho dealt with. I am led 
somewhat to that view by the fact of the consider- 
able growth of savings deposits in the hanks in 
India. Wliat little information we have from the 
literature would indicate that, a very large propor- 
tion of the deposits in the hanks in India are in 
fact savings accounts. The statement which I have 
heard mad© since reaching iiondoii as to the develop- 
ment of other phases of commercial hanking would 
indicate that there is a considerable class of people 
in India who are ready, with the facilities afforded 
to them, to deposit their savings in a hank in 
which they have confidence. All of this, I admit., is 
rather fragmentary, but it would encourage me to 
believe that the development of deposit banking 
and tb rt investment habit in India would appear to 
he far from ail impossibility. It might take a great 
many years to bring it about completely, and organise 
it; but with the extension of facilities for making 
payments so necessary in a big country like India, 
T should think it wan well within the range of 
possibilities that gradually the habits of the Indian 
people would change to their own profit. 
(Ih\ S/mxi ur.) May I say u word regarding cur- 
rency, which I think is suggested by the American 
experience? 

IS, 122. My question, you will understand, was 
directed at the moment toward the actual state of 
]M>puhir education and opinion 011 this subject in 
India. T do not know whether what you have to 
say will illustrate that?— T think it will have a 
bearing upon that point. It relates particularly to 
denominations. I should judge that the experience 
of the Inst few years indicates the clear possibility 
of further extending the use of notes in Tndia. I 
think that American experience suggests that it may 
be inadvisable to encourage the use of one-rupeo 
notes. The advantages of using notes of higher 
denominations are very considerable indeed; bvn 



320 


royal Commission on indian currency and finance : 

12 May, 1926.] * Mr. Bknmamix Sthono, Dr. Jacob H. Hollander, [Continued. 

and Dr. Oliver M. W. Sprague. 


whatever advantages there are from the use of on*- 
rupee notes seem to me to be on the whole rather 
different from those which have to do with notes of 
higher denominations. In the United States it has 
been found very expensive to uso one-dollar notes. 
The people now decidedly prefer such notes, partly 
because the silver dollar is a very large coin. 

15,426. I think we aro getting a little away from 
the line I was on. It is a most interesting point, 
hut would you draw any very close analogy between 
the state of education of the people in the United 
States and that of India, as regards the use of 
small notes? *1 think that the uso of small notes 
may easily he developed in both countries; but 
the advisability of small notes as contrasted with 
large notes seems to mo to rest upon a very different 
foundation. 

15,424. That is a most interesting point. Mr. 
Governor, would you be aide to assist us at All from 
your own personal experience as regards tho amount 
of reliance which the people of India place now upon 
the silver rupee as such, as a silver coin of so much 
content P — (iVn, Strong.) That would be a very difficult 
question for mo to answer. 

15,426. That would be taking you a littlo beyond 
whore you would care to go?— You would he taking 
mo a little too intimately into the life of India. 

15.426. If you please. Let me pan to one or two 

passages in your very interesting suggestions at tho 
last meeting, ns to which I should like to understand 
the weight of your suggestions. In paragraph 15,410 
(xx), you say : “ My own beliel is, and T 

think this will ho developed later in the talk, that 
at the outset once the hank takes over the note issue 
and the reserves, convertibility should be substan- 
tially by the methods now employed by the Indian 
Government.” The methods now employed by the 
Indian currency?— I think jaissihly some misunder- 
restoration of tho pre-war system. You are no doubt 
acquainted with the pre-war system of controlling 
Indian currency? — I think possibly some misunder- 
standing might arise through my, inadvertently 
possibly, over emphasising the development of a plan 
by stages. I put no particular emphasis upon the 
particular point where a change to tho next Btage 
of development should take place. That would de- 
pend entirely upon the extent to which the develop- 
ment of a full plan could be safely accomplished; 
and my thought, in arranging what I had to Bay, 
woe to indicate that a growth by experience would 
he somewhat safer and better than to put. the full 
responsibility instantly upon a new institution until 
it had developed a technique and experienced staff, 
and so on. 

16.427. 1 think I follow you. Your opinion would 
be this. If things aro in need of change by way of 
reform (of course, the first essential consideration is, 
does anything need change, or is there nothing which 
needs bettering in tho best of all possible worlds),— 
but granted that they do need change, then pre- 
sumably a plan must be formed to effect tho required 
reform, whatever it may be. That plan must be a 
complete one and, of course, a workable one?- -And 
would you also say a flexible one? 

16.428. That is the point I am coming to. I under- 
stand the weight of your opinion is this : that in 
any region of reform such as we are dealing with 
here, of a central bank currency, the plan must be 
one which allows for its own introduction by stages 
in order to avoid any abrupt transition P— I should 
say by stages, partly to avoid abrupt transitions, 
which impose inconveniences or radical changes of 
habit at the outset or at once. But more parti- 
cularly so far as the assumption of the various 
functions of the bank of issue is concerned, that too 
great responsibility should not be assumed at the 
outset until there has teen some littlo test in th% 
matter of the convertibility of the notes. 

15.429. May I suggest keeping that clear, so rs to 
proceed point by point? As l understand what you 
have just told us, you would say— make your plan, but 
do not try to bring your plan into effect all at once, 


because this is a workl in which you cannot make big 
changes all at once P— That is a very general state- 
ment based upon our own eiperienoe of America. 

15.430. I understand you have been very much 
impressed in this recommendation, if I may read 
between the linns, by the disadvantages that followed 
in the United States upon a too Budden transition? — 
Yes, from the possible dangers of too sudden a 
transition. 

15.431. It was not what you were doing, but that 
you were doing it in too much of a hurry P — In too 
much of a hurry. 

15.432. Now, ns to your suggestion that converti- 
bility should be substantially by tho methods now 
employed by the Indian Government, you are suffi- 
ciently acquainted, no doubt, with .the methods of 
the Indian Government before the war, which are 
now nil the guidance that we have, to know 'that 
various defects have been alleged against those 
methods as a scientific means for the stabilisation 
and control of the currency P For instance, there 
was no legal obligation to sell bills to settle inter- 
national payments, no obligation to sell exchange. 
That would be a difficulty in any system? — Yes, it 
would Ik*, and has obviously been the source of difficulty 
in the pre-war plan. That, I would assume, is to he 
wholly corrected, if a central banking plan is 
adopted, by widening the scope of convertibility, bo 
to speak, as rapidly as it can bo safely undertaken. 

15.433. Would you agroe that an essential feature 
of any such regularisation of the currency system in 
the hands of the Central Bank is that the obligation 
should be to buy and sell some form of international 
payment P— Yes, I think that is fundamental to any 
plan. 

15.434. In the second place, you are aware, no 
doubt, that in the pre-war methods adopted by the 
Indian Government with the gold standard reserve, 
there was no legal regulation of the amount of the 
gold standard reserve in relation to its liabilities? — 
1 would understand that, and its distinct similarity 
to the conditions which prevailed in tho United 
States before 1898. 

15,4.%, It is submitted to us that, as a consequence 
of that, there was no insurance for the automatic 
contraction of the currency when such contraction 
was needed, and sharp criticisms are directed against 
the system by which the power of manipulation was 
entirely in the hands of a Government department. 
Those are matters which, ijo doubt, deserve con- 
sideration, are they not?-— Quite so. 

15.436. That is a defect in the pro-war system, from 

that point of viewP — Quite. • 

15.437. Based upon this consideration, are you 
aware of the existence of what I might call a wide- 
spread suspicion of the gold exchange standard which 
was .alleged to exist in the minds of the Indian 
public before the war; while, on the other hand, 
it is contended that there never was a real gold 
exchange standard. This is rather an exclusion into 
psychology, but has that state of mind in tne Indian 
public teen brought to your attention ? — It Eos. 

I attempted with some feeling of diffidence yesterday 
to touch on it when I referred very briefly to the 
difficulty of distinguishing between a practice which, 
attempted to reduce peaks and troughs of fluctuation 
and one merging almost imperceptibly into the 
creation of an artificial situation in management, 
which I think would be bound to arouse suspicion, 
if I may say so. Correction of that defect in the 
management of the Indian currency and the exchange 
standard of former years, it seems to me, would be 
ono of tho objectives of a plan for a central bank and 
a gold standard of the character that has teen 
generally discussed. In other words, it is desirable 
to eliminate this suspicion from the minds of the 
Indian people. 

15.438. When such a situation has arisen, rightly 
or wrongly, it may be said to be clear, may it not, 
that there are great advantages in the simplicity of 
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a gold standard as a means of establishing the con- 
fident of tho people in its own currency ?— I think 
that is a matter of snch well-known experience 
throughout tho world in connection with the gold 
standard, that it seems to me one of the main 
objectives of a plan for India. 

15 4J49. Recognising that tho gold standard does 
not necessarily imply a gold currency ? That always 
is implicit in the answer. 

15.440. In a passage in your evidence you em- 
phasised the need for caution in attempting any- 
thing in the nature of a gold standard in tho sens© 
c.r a standard based upon the Ricardo bar. 1 sco you 
emphasise the need of caution in the adoption oi 
such a standard. I wish you would amplify what 
vou apprehend? the danger would be. In tho first 
’place, there is a danger that tho banks reserves 
would be depleted ill order to supply the demand for 
commodity gold. That, as you point out elsewhere 
in your evidence, is a question of the price at which 
tho bank will sell its gold. . As \ understand from 
that observation, you would be of opinion that the 
bank would be defended against such a demand by 
keeping the exchange within the limits of the gold 
points, and keeping its price above the price of gold 
in the bullion market?- -Yes; I naturally thought a 
plan could well be provided or a practice adopted 
which would protect the bank against a drain. 

15.441. f want to look at the various headings of 
danger which are in your mind. There is om 
danger which can be guarded against in that way. 
The demand for tho Ricardo bar in exchange tor 
notes, for purposes of currency is of course not to be 
contemplated, because it is not a legal tender, and l 
is not in itself currency. Where can the other 
danger bo? The other danger would be in the de- 
mand for bars in conversion of tho hoarded rupees. 
What would you say to this contention that., aftei 
all if a man' has hoards of rupees he can get bars 
f„ r them in the market at least as cheaply as he can 
get bars from the hunk, and so there is no greater 
incentive for him so long as no attnek is made upon 
tho status of the rupee?— fn that event, ^ im- 
portation of gold (provided price adjustnicnts wer^ 
carefully fixed) through the instrumentality of the 
hank would be substantially no different from what 
lias prevailed in the past. That, & K a,1 *» V" 1 * 
well-organised bullion market in India with a close 
price at which the bank might appear to be, so o 
Is ^k, in competition, with that inarliet, or 'the 

of furnishing that market with geld Tt, how- 
ever, the bank became an instrument for oheafienmg 
gold for tho bazaar demand so as to unduly &£"'•*** 
its use for other than monetary purposcs th.m thc 
answer might be that the price was not light. M 
(juestion £» resolve itself to a matter of pr.ee, dues 

15 442. The defenco of tho bank in that 
works down to a matter of price. As regards tho 
bank’s own specific obligation to give gold hais 
against silver rupees or notes, one can say, in the first 
plane, there is no reason is. apprehend a b ggor do; 
in and for conversion of rupees into notes . win in the 
is a legal obligation on the part of the hank than 
J,he demand which exists at present?— I should say 
that could he taken care of by the price ' ‘hargml 
without any speeial measures beyond that to def ml 
the reserves of tho bank. 

15,443. I do not quite follow your answer in that 
regard. It is in tho nature of the case that at some 
price the bank should accept the obligation to hand 
• out bars in exchange for rupees. I thought this 
danger might be in your mind that there being ad- 
mittedly large holdings of rnpeos held as » ■J'"!*' ™ 
value, they might be thrown at the head of the bank 
for its gold bars as soon as that obligation is ostab- 
, lished?— Well, if those rnpccs offered to the hank 

1 are convertible, su to speak, at a rate of exchange 
which would produce gold in Loudon plus the cost 
of importation of gold to India, it would involve 


no change in the former practices and require no 
other measures to protect the reserve of the bank. 

15.444. There is no reason to expect a large demand 
as long as tho hank is not under an obligation to 
provide it?— As long as tho hank is not under a 
statutory obligation to provide gold at a fixed rate 
without regard to the exterior eost of gold. 

15.445. Are there any other circumstances in your 
mind which lead you to exp re* camion as regards 
the adoption of this particular form of gold .standard? 

— 1 en it not elaim to be familiar with the operations 
in the bullion market in Bombay, say, and the rela- 
tion of tho price of gold there to the rate of ox- 
ehange. Tf it adjusts itself there exactly, a*s doubt- 
less it does if it is a well-organ ised market, the 
establishment by the hank of a rale equivalent to 
the cost. of bringing gold from, snv, 1/ondon, it seems 
to mo would he satisfactory. I am always assuming 
that possible circumstances do not develop, creating 
a price for gold in the ha/.aars that would In* (for 
some reason which T cannot describe, sucli as panicky 
conditions, or something of the sort) well above the 
banks* price for gold as fixed in the plan we have 
been discussing. You will know very much better 
than T whether that is so. I assume any plan adopted 
would harmonise the hank's price with the bullion 
priro in tlie bullion market. Of course, the organ- 
isation of a central bank introduces a now elemont 
of control in the ’credit policy of the bank. The 
bank itself would hnvo some power of con traction as 
a credit policy as distinguished from contraction due 
to the operation of the gold exchange standard. 

15.446. Elsewhere in your evidence yesterday you 
said, in your opinion notes ami silver rupees should 
lie freely interchangeable and should retain their full 
legal tender quality. There are two distinct aspects 
of the rupee there, are there not? There is the 
convertibility of the note into the silver rupee as 
one legal condition, and the other legal condition 
is tho full legal tender of the silver rupee. But the 
two are not necessarily interlinked?— Not necessarily. 

15.447. You can havo the one without the other?— 
'They are quite different questions. 

15,14#. On general grounds it is frequently said 
to us that the true status of the silver rupee in 
Tridia is a note print ml on silver. Do yon accept 
that as evidence of truth in describing the status of 
tho note? — I should say so. As I recollect, there 
was a project at one time for issuing a base metal 
rupee in rmlin which would be substantially the 
same thing. 

15.449. Tt is a stain lard with a full legal tender, 
it is a. token?— It would he simply a note printed on 
a piece of metal which would he redeemable just as 
a paper note is. 

15.450. If that is the status of the note in your 
system, on general grounds is there any reason why 
one form of the note should bo convertible into the 
other form of the note -why the paper should bo con- 
vertible into the silver note, and the silver note into 
the paper note? -Mv statement \cslcrday was related 
more to avoiding changes which would disturb tin* 
Tndian people at the outset of the plan. 

15.451. f want to get a little deeper down into it, 
if f may, and see how we must approach the matter. 

I was hoping for the benefit of the expression of your 
views rather from the theoretical point of view of 
scientific currency. I was wondering whether if one 
was establishing the scientific principle of currency 
one can refer to any reason why. if you have two 
forms of currency, one should he made convertible 
into the other, h there any advantage to be gained 
from that?-- -Well, 1 think possibly the advantage was 
that I had in mind the benefit of continuing a situa- 
tion with which the Indian people were familiar. 

15,452. On the other hand, it is put to iu that by 
making the note convertible into silver coin you, m« 
it were, teach people to look down upon the note '.n 
comparison with the silver rupee, which w not good 
for tho note circulation. You impress it with a atatui 
inferior to that of tho silver rupee, which is perhaps 
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an element of disadvantage ?- By depriving it of its 
convertibility? 

15.453. No; but by saying you may have a silver 
rupee for 3 *our note 3*011 put the note in a status «f 
inferiority compared to that of the silver rupee. — 
You mean in contrast with gold convertibility? 

15.454. Yes. --'Won U1 not that lie very largely over- 
come if both were legal tender, and if 110 limitation 
of legal tender were made to apply either to the note 
or to the silver rupee? 

15.455. Yes; I do not think there is very much 
importance to be attached to it. Next, if 3 *our note 
is convertible into the silver rupee, that Tftther 
necessitates the holding of silver in reserve, does not 
it?-- Yes. 

15.456. Silver is not a desirablo constituent of 
one’s reserve for tho support of a papor currency? 
— Not in a fully developed gold standard currency 
condition. 

15.457. Because silver currency is not available ns 
national support?— That is a principal reason, \ 
suppose. Silver has been relegated to use in token 
coins on that account. 

15.458. If one were to look forward to the lest 
possible condition for one’s reserve, in supporting 
exchange and currency, one would like to got rid 
of silver?— And substitute gold. 

15.459. But 0110 cannot do so as long as the? note 
is convertible into silver? — No. 

15.460. Next, the silver content of the rupee is 
high; it has happened in the past, and it may 
happen again, that tho bullion value of the silver 
content of tho rupee rises above its face value. I 11 
that case the rupee tends to disappear. That is a 
constant threat to tho efficiency of the currency, 
is not it? — That would continue, of course, as long 
as tho possibility of enhancement in tho prlco of silver 
existed and was a menace to tho currency, if that 
possibility is more than a remote one. 

15.461. That is what has happened in the past, 
and it may happen again. Wo cannot say that the 
currency is absolutely proof against disaster, so long 
as such an important constituent as the silver rupee 
is subject to that menace, however small that menace 
may be?— If that is a possibility, of course, the 
currency is subject to that menace so long ns it is 
convertible in that way. 

15.462. As long ns the note is convertible into 

the silver rupee in its present form, that imposes a 
great difficulty if the silver rujieo is to be held 
against the note, and the bolder of the note 
is able to demand silver rupees. In that direction 
there is a substantial way of getting rid of this high- 
value silver coin and submitting a safer token of 
currency? — I have assumed that there would always 
be a need for a large and increasing circulation of 
rii|icc 8 in India, for the small change of the country, 
and the extent of the silver reserve to be kept for 
that purpose is a matter for deter mil nation by 
experience and by what may bo expected in tho 
growth of the country’s business. T should suppose 
that a considerable reserve of rujiees would be re- 
quired for a good while. How long T would not be 
capable of judging until the status of tho Indian 
currency had been well determined— that is, how 
much of the silver rupee was hoarded and how much 
was in nctive circulation. That would probably he 
discovered in the course of the development of this 
plan. •* a "l| 

15.463. Undoubtedly a reserve of silver rupees 
must be necessary for years to come. Are you 
acquainted with the present state of the Government 
of India’s reserves as regards rupees?— Only that it 
is very large— poseibily unduly large. 

15.464. Ninety croresP— Yes; against something 
less than 200 crores estimated to be in active circula- 
tion. 

15.465. The point has been made that so long as 
you maintain the convertibility of the note into 
silver rupees, you cannot get rid of the silver rupee 
as a standard coin?— Is it necessary to do that? I 


assume it will not be necessary or possibly, will not 
be desirable to get rid of it. 

15.466. Do you look upon it as a desirable coin in 
itself as a medium of small payments in the country, 
remembering that it is a high-value silver coin?- - 
That question of value seems to bo the premiss of the 
discussion. Of course, it is a question of degree, 
naturally, how close tho danger point is. My per- 
sonal opinion is that the danger is somewhat 
exaggerated in people’s minds because of recent 
experience growing out of most unusual conditions. . 

15.467. Will you look at it from another point ol 
view? Will you look at it as a token that goes into 
circulation carrying two-thirds of itR own reserve? 
is not that un uneconomic arrangement? — I am not 
sure that I understand your question. 

15.468. The silver value of the rupee is so high 
that if you look upon it as a note it is ope of the 
most expensive forms of noto? — l should say that is 
a question which relates very much to the attitude 
of the Indian people towards tho rupee, and it woul l 
Ik* very difficult for mo to answer. 

15.469. Tt is a matter which requires for its reply 
a consideration of the psychological question of tho 
state of mind of the uneducated Indian towards tho 
rupee, which is really what we started from at. the 
beginning of the discussion? — Very much so. As the 
gold convertibility of any currency introduced into 
India increases in tho estimation of the people, oi 
course the silver would gradually sink more to tho 
condition of a purely token coin. 

15,170. There is one other matter in connect ion 
with your evidence at the eloso of yesterday, nhoiii 
which I should like to ask you. You say in paragraph 
15,416 (xx) : “ At some point of time after the estab- 
lishment of the Bank, the definite value of the rupee 
might be established ”; and you go on to refer to the 
“ advantage of waiting for a period.” Under the 
existing state of affairs in India is it passible to get 
on without having some rato to which to work io 
practice P—L could not answer that question cate- 
gorically. I should say that the question of rate wa* 
one that depended for its determination upon an 
examination of conditions with which it would h« 
very difficult for me to familiariso myself. I mean, 
it involves consideration of tho extent to which ad- 
justment of prices and wages has taken place to the 
changed value of the rupee, and also to the par- 
ticular technical operation of the exchange reserve 

15.471. It would involve, in the first place, con- 
sideration of the amount of reserve, would it not?-- 
Yes. 

15.472. And its relation to the outstanding 
liabilities? — Yes. 

15.473. Are you able to consider the matter from 
the point of view of the statistical position of the 
reserve?—! should say that the throe main con- 
siderations would ho, first, the domestic readjust- 
ments to a given price of tho rupee; the extent to 
which any artificiality has entered into the manage- 
ment of the external price; and the size of the 
reserve. 

15.474. As I understand your present reply it is 
that after considering these matters, after deep and 
prolonged consideration, you would not be surprisci} 
if the conclusion were come to that there is nothing 
to he gained by waiting to fix the rato of tho rupee? 

-The chief object to he gained is to give the rupee 
a stable value as soon as fiossible and licit to attempt 
to do so so soon that tho value which is given to Uie 
rupee is subject to a strain that would jeopardise 
that value at any time. Those are conditions, of 
course, of which I am quite unahlo to judge. 

15.475. Those are matters involving tho considera- 
tion of the actual relation of the reserves and their 
present volume to the volume of trade?— Yes. 

15.476. And to the balance of foreign trade? — Ami 
the general assumption that India over the years 
usually has a favourable balance of trade. 

15.477. 1 understand that your own opinion as ex- 
pressed here, which seems to be rather in favour 
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of waiting, might be corrected if you thought such 
a study as that to which 3*011 have referred— and 
which I may say we have undertaken— was founded 
on the view that more was to be lost than to be 
gained by a further period of uncertainty as to whut 
the accepted ratio of the rupee was to bn? -Of course, 
I do not know how rapidly readjustments of tho 
character necessary would take place in India. The 
rupee has boon stable at around Is. Cd. for a period 
of )8 mouths or something like that. Those who are 
capable of judging, which 1 am not, os to whether 
generally Indian conditions have ud justed themselves 
to ’that valuo it seems to me should bo the ones to 
determine whether any further delay on that parti- 
cular account is necessary or not. Tho condition of 
the reserve is a matter of exact knowledge, ami the 
practice in the management of tho reserve is a matter 
of exact knowledge, so that it would seem to mo 
not difficult to arrive at a decision as to tho time 
at which the value of the rupee should ho definitely 
fixed. The Statement that L made was one of natural 
caution, finding that it was a (subject that I did not 
understand intimately from tho study of conditions 
in India and that if there were any doubts they 
might be cured by a delay if delay wus justified, 
alwaye admitting that the desirable thing ih to get 
stability at tho appropriate price as soon as possible. 

15.478. I think I follow that. You would not 
really, out of caution, pronounce an opinion as 1o 
whether tho time had 001110 to stabilize or not until 
3 *ou had inquiml into the statistical basis of the situa- 
tion? — No. My arrangement of this matter was just 
to make tho statement a conservative one from the 
standpoint of one speaking from a distance. 

15.479. It has been frequently said to us that there 
is one substantial reason why one slum Id wait before 
stabilizing tho rupee und that is because the world'll 
gold prices may be upset by tho efflux of the redun- 
dant gold from the United States. Tho evidence 
given by yourself and your colleagues lias rather, to 
my mind, weakened tho force of that contention. 
That would lie a tmo deduction, 1 think, from the 
evidence which you havo given? -I think the gold in 
the United States is under reasonable control. 

15.480. (Sir Key in aid Mant.) 1 should like to ask 
you a few more q lies Lions regarding the inter- 
changeability of rupees into notes, in your reply 
to the Chairman I think you said — please correct 
me if 1 am wrong — that 3 f ou did not see any 
particular reason why one form of note should be 
made convertible into aitotlicr form or why the paper 
not© shouki be convertible into the silver note? — f 
think that I should make a more general answer 1o 
this particular question than possibly I have. Much 
of the determination of that question of converti- 
bility really depends upon tho habits and attitude 
of the Indian pooplo. The only point that I made in 
tho remarks yesterday, or intended to make, was that 
if tho Indiun people have a certain regard by habit 
and by long usage for the kind of currency now in 
use in India, might it not be wise to avoid making 
any sudden change in ita status as to convertibility 
or anything else until the plan had progressed to a 
certain point. When it comes to the specific pro- 
gramme of convertibility, as Dr. Sprague expressed 
it the other day, you will lead me into rather deep 
water because 1 am lacking in the knowledge of con- 
ditions in India which is really essential to answer 
many of those questions. 

15.481. What I wanted to got from you was aome 
help from the experience of the United States. You 
told us the other day that it had been accepted m 
a general principle and laid down by law that the 
different forms of currency in the United States 
must bo maintained at parity P— -Yes. 

15.482. Is not that the position ?— Yes. 

15.483. Is it not desirable to apply the same prin- 
ciple to the Indian rupee and the paper note, viz., 
that they should be maintained at parity P— ' Well, 
1 do not know that that would apply particularly 


to a coin which purtakes so largely of the character 
of a token coin as with tho silver rupee. 

15.484. But your different notes in America are 
nil tokens and you maintain thorn at equilibrium 
at parity ? — They aro not tokens in the sense that 
the subsidiary coinage of the nation is a token coin. 

15.485. We were speaking of the r 11 poo a note 

printed on silver? — Yes. 

15,480. You havo in the United Slates five different 
kinds of notes printed on paper? Yes. 

15.487. And you havo a legal obligation on tho 
bank to maintain them at parity ?- They are com- 
pletely convertible into gold. 

15.488. That loads me to the point, assuming that 
you must maintain parity, is there any oilier way 
of attaining that object except by making the 
different constituents of the currency ultimately con- 
vertible into gold or some other standard coin? ■ 
Of course, the legal tender quality has an effect 
upon its capacity to make .payments. The common 
method of maintaining parity as in the United 
States is to maintain complete convertibility of the 
gold. 

15,480. I do not quite follow that? 1 say our 
method of maintaining parity is to maintain com- 
plete convertibility* with gold. 

15.490. Could parity be maintained between tho 
rupee and the note in India except by means of a 
legal obligation 011 the Hank to convert notes into 
Homo form of legal tender or into rupees? •! do not 
think 1 could answer that question. ft depends 
entirely 011 the attitude of tho Indian people and bow 
satisfies! they would be. 

15.491. Jf they ivere satisfied without a legal 
obligation?- Without a legul obligation. (Dr. 
Sprague.) May I interject a remark here? 

15.492. Certainly?-- If you make both the iu»Iok 
and silver rupees strict legal tender ill practice 1 
think you will find that you aro bound to make them 
inter-convertible for, let us suppose that there 
arise any preference or discrimi nation on the part 
of the public in favour either of the silver rupee 
or of the note that type of currency which was less 
in favour being legal lender as well as tho other 
Mould ho the form which would Ik? turned in to I be 
Government in payment of taxes am! otherwise. It 
would bo the working of Gresham's law, not by 
forcing a particular kind of money out of the 
country but by forcing into the coffers of 
the Government and the Hank the kind of 
currency which was the least well-thought of. 
You are not going, in my judgement Cl think all 
monetary experience will liear me out) to lie able 
to maintain two kinds of currency or money ns legal 
tender in the country unless in practice it is possible 
to convert one into tho other. Again, in the event 
that silver Mere to appreciate in value so that its 
coinage value became less than the bullion value, 
consider the circumstances under which that, might 
conceivably arise. It Mould arise either liecause of 
an extensive demand for silver within India or with- 
out India. If it Mere without, India and the silver 
Mere exported it Mould furnish the necessary ex- 
change with which to supply the Hank with balances 
abroad or with gold in Tndia with which it could 
then issue Kiich a quantity of notes as might bo 
needed to take the place of the silver rupee w'hicli 
bad been melted down and exported as bullion. 4 do 
not think you need to anticipate any difficulty, 
assuming no further coinage of miiees, from the 
possibility of an advance in the price of silver beyond 
the present coinage value of the rupee. I believe on 
the other hand in order to avoid any unfavourable 
reactions as regards silver in India, that it would he 
practicably desirable and worth while to make the 
notes and rupees interchangeable. 

15.493. (Chairman.) That is the point to which we 
are addressing the question. How would the differ- 
ence nrise between tho value of the rupee and the 
note as long as the supply of rupees is controlled? — 
I question whether any difference would arise, it is 
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simply tho sentimental iiilliienco that might net as n 
matter of psychological effort at the outset P (Mr. 
Strung.) I think that attitude was indicated in my 
answer to that question yesterday: that at the outset 
the safeguarding of the plan might niake that 
desirable. At least that is what I had in my mind. 

16, 494. I do not quite follow you? Inter-con- 
vcrtibility. 

16.496. That is what you say? — Yes, that is my 
answer, at least during this early period. 

15.496. (Sir Iteyinuld Mont.) Then you would con- 
sider it desirable at the outset at any rate to havo 
inter-convertibility? Yes, that was my feeling, not 
to muke tho change too suddenly. May it bo a fair 
comment also to say that the introduction of tho 
plan to sell gold at a fixed price will, of course, havo 
a strong effect in maintaining parity anyway. 

15.497. (Chairman.) T cannot seo how it is to ariso 
under theso conditions? Hotv the difference in valuo 
would arise P 


15.498. How would thoro come to bo a premium if 
the gold value for the rupee had been fixed, since 
both the note and the rupee would be changeable into 
the same quantities of gold?— Would it not be the 
catw 1 , us soon as the convertibility into gold was per- 
mitted that tlm tendency would be for the gold 
reserve to increase and the silver reserve gradually 
to decrease and the silver to go into circulation with 
tho growth of tho country's business. 

15.499. That may bo so? -Then it would not he 
necessary at the outset of the plan to take any steps 
to change tho bullion content of the rupee which has 
been 1G5 grains for many years, has not it? 

ir»,r>nO It would bo nwessary, hut it mitjlit not ho 
desirable? — Those are the points. 

15,501 (Sir Pvruhutamadns Thakunla*.) Could von 
loll imijvliether all the mlver that had to be replaced 
in the freasury of the IT.S.A. under the Pittman Act 
line now been replaced? There is a dispute about a 
mnaH matter of 15.000,(100 ounces or somethin* of 
that ltind otherwise it has all lieen repurchased. I 
think them is a question about whether one addi- 
,nonth ” I'^odnetion slieuld have been token 


Jr*' *°. r ,ll | Practical purposes all the silver 
has lieen replaced and silver will now have to lie sold 
m the open market. The IT.S.A. Treasury cannot 

from th ,V t"T. 8 lVCr " nder the Pitt”"*" ActP-Aaide 

1Wi Tl "' h ,' 8 rn . t,u,rwl , for subsidiary coins. 

.f m< ' nca " treasury can therefore 
Uke no more silver to replnee that which was given 

In f .SVi that , A( 1 ? - No considerable amount. 
« om^nnn " nVO “’"“'.J ouht to whether that further 
lo.OOO.OOO ounces will ever l>d purchased 

Wer ° t ,,afc Sold currency ia not 
n o c° r M, " ltry an<1 if T rememlior it 
ar Rht Professor 8pra K ue said that he is <> P |>oscd to 
Sold currency for any country. It is the fact that 
in the richer countries in tho world at present cold 
currency is in vogue and is presumably authorised 
b.v statute— T am referring to America nnd Holland? 

-Yes. Holland has no gold coin circulation to 
spenk of. 

15,505. They tried to put out gold -coin but it 
returned . They did the same thing in Switzerland 
and it was unsuccessful. 

15.50(1. That is because the people do not wont it. 
They know that the gold is there in their Treasury 
nnd they feel they can go without it because they 
have get more accustomed to notes. But according 
to the Statute the pooplo can hove it when they 
wont *tP— Yes, they can in the United States and 
presumably they can in Holland and Switzerland. 

15.507. Therefore tho Central Banks in the west 
have not yet come to any arrangement by which 
gold currency can he said to bo actually prohibited 
incite countries which can afford itp — No, that step 
has not been taken. 

15.508. Would I be correct in inferring that if 
sncli a step wag recommended for any »f these 
prosperous countries the people of those countries 


would not approve? — To discontinue gold coinage 
entirely P 

15.509. Yes. — Of course, the payment of gold coin- 
ago and its circulation has been discontinued in 
England. 

15.510. Under circumstances which are quite 
different from Alio circumstances of tho United 
States, Holland, and Switzerland — is not that so? — 
Yes, under the Gold Standard Act. 

15.511. I was thinking now of countries which can 
afford gold currency. There the poople would not 
countenance the discontinuance of it by a statutory 
prohibition? — I should say that to attempt to main- 
tain a gold currency and not give it convertibility 
would be a step backwards. 

15.512. Would it lie.?— Yes. 

15,518. Therefore they would like to have it 
available at their option. The people may not use 
it as long as they do not want to, but when they 
want to they can always use it and the Government 
would l>o bound to give it out? — *Tf you do not give 
them the right to got it they will all want it. 

15.514. Therefore as long os they know they can 
get it whenever they wa|it it, they do not avail 
themselves of it? — But wo must distinguish hetwoeu 
tho need for gold currency in tho domestic senso and 
the need for gold for making international payments. 

15.515. T wish to restrict myself if you do not 
mind to tho internal demand for gold hut we will 
wmo to the external demand which has to ho met 
hy every country unless it is anxious to lose its own 
credit in tho international market. The psychology 
all the world over is that when people fool that they 
can have a thing they may not want it, but whou 
however they are kept away from it they get anxious 
for it and no amount of preaching ean bring con- 
vietion to thorn P- -May the answer to that as to India 
not bo that there is a great deal of gold in Tndia 
and if people desire gold currency in India arrange- 
ments mi glit l>e made to coin this gold for thorn. 

15.516. Yes. Let us come to the Indian question, 
and if you want to qualify your answer here with 
some reference to the Indian question, I am quite 
agreeahlo to it.- I merely had in mind that where 
the demand for gold currency exists, the determina- 
tion to introduce a gold currency depends upon a 
great many circumstances, of course, tho most 
important being whether the country can afford it. 
The determination of whether India can afford it is 
partly a domestic question and partly an external 
question. If the Indian people have supplies of gold 
which they are otherwise using and desire to have 
it coined for circulation, and the bank position i can 
bo protected as to external payments, is not tho 
means available now to satisfy themP 

15.517. Then the question of gold currency is even 
to-day for them to decide? — Yes. 

15.518. So far as the international aspect of it 
is concerned, havo you any remarks to make? — I 
think we covered that pretty fully in our former 
statement. 

15.519. Your opinion is that no country should 
disturb tho international market by any largo 
borrowing of money to enable them to draw off gold? 
— Quite so. 

15.520. What would you say about the normal 
demand for gold by India with a favourable balance 
of trade from year to year in tho ordinary course P~- 
In what respect P 

15.521. If every yoar that there is a favourable 
balance of trade for India she took gold, do you 
think, from the international point of view, thoro 
would bo anything to urge against itP — No; India 
gets gold freely now, and I do not think there is any- 
thing to be urged against Tndia buying gold. 

15.522. I thought Professor Sprague said that he 
would for the present recommend a gold exchange 
standard, under which India would have gold 
securities in foreign countries, and would not draw 
the gold that was due to her for the ‘ f avonrable 
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balance of trade P — (l)r, Sprague): May I explain 
uiy position. 

15.523. If you please P — If it were quite clear that 
the preNHiire upon the gold supplies was such as to 
entail a downward tendency of prices through the 
years, and if it were also dear that this was in part 
due to the absorption of gold by the people in the 
Uni ted States for hand to hand use, I think it would 
bn quite possible to convince public opinion that we 
were using gold in an undesirable way, in a way that 
was hurting us; and 1 believe it would be quite 
possible to secure legislation limiting the amount 
of gold paid out for general use. Now when it comes 
to India, I was not referring to the absorption of 
gold for noil-monetary purposes; 1 was considering 
the situation that would present itself with the 
establishment of a gold standard and gold currency 
with gold then being absorbed in India for the com- 
bined purposes of non-monetary uses and monetary 
uses, and I felt that in the absence of the develop- 
ment of banking and investment arrangements which 
would tend to spread the monetary inflow in tho 
years of favourable balance, that it would bo disturb- 
ing to the functioning of the gold standard through- 
out the world. It is not a question of the right of 
Tndia to Becure in payment gold in the event of a 
favourable balance. It is simply tho danger to tho 
functioning of a delicate mechanism throughout the 
world resting upon gold, if the gold is to bo subject 
to sudden withdrawals of very great magnitude. 

15.524. But that danger would not he there if tho 
gold were not to be withdrawn in large quantities, 
as you said just now. Then that danger disappears, 
does not it? — If the gold is not drawn suddonly in 
large quantities. 

15.525. Therefore if the scheme which you have 
criticised so fully is not to be put into operation, 
that danger docs not exist at all? — It does not. 

15.526. Regarding Tndia drawing gold for monetary 
purposes, tho danger that you refer to would only 
appear if that gold w r as allowed to roach the people 
in such a manner that it could not bo brought back 
to the treasury when required, otherwise that danger 
also nood not bo feared?— That danger would be 
absent. 

15.527. Taking the devastated countries which 
are now being helped to get on lo a satisfactory 
monetary position, is there any condition attached 
to tho assistance given by the United States, that 
they should only draw a certain quantity of gold 
and not more in the pase of prosperous years for 
their export trade P — (Mr. Strong.) Do you mean 
in connection with any specific arrangement? 

15.528. In connection with their withdrawing 
quantities of gold from the world? No, there are 
no specific limitations upon the operation of the gold 
standard in tho United States. 

15.529. Take Germany. Germany is now, 1 under- 
stand, I speak subject to correction, in a position 
to draw gold steadily. The United States, have 
helped Germany with a substantial loan. Ts there 
any condition attached to the loan, or is Germany 
party to any sort of conference whereby Germany 
has committed herself not to draw more gold thun 
H certain quantity per year? — T do not know' of any 
such understanding. 

15,5:10. Is there any understanding amonpt the 
various powers in Europe that each one will only 
draw up to a certain point and not beyond? — I do 
not know anything about that. 

15.531. Therefore everybody acts on his own, 
according as he is justified by tho trade circum- 
stances of each country P — Yes and the credit policy 
of each country. 

15.532. As justified by the circumstances of each 
country from year to year? — Yes. (Dr. Sprague.} 
With the difference that these European countries arc 
quite clearly not in a position to draw, disturbingly 
large amounts of gold, as perhaps India might be. 

15,538. You mean for those countries no scheme 
like the one you have criticised has been put for* 
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wurd so fur? - No, I mean that they are not in au 
economic position to draw oxtrnordinnrily large 
amounts of gold from any quarter in a short period 
of time. Practically we know that nothing can de- 
velop in Germany which would make it fca&ihlo for 
them to go into the markets of tho world and buy 
say 200 to 300 millions of gold in the course of say 
tho next five years, or of any other five-year period. 

15.534. But for that assurance, you would appre- 
hend that they might draw as much gold as they 
possibly could. Is not that so?— Yes; but that 
possibility is very small. 

15.535. You are only relying upon their absolute 
inability, and nob upon their souse of proportion, 
ns to what tho world needs and what tho world can 
stand? -Upon both, und including hanking and in- 
vestment operations. 

15.536. I think you said that tho question of selling 
silver should lie decided after very serious considera- 
tion as to the dangers which might ho caused to tho 
stores of vuluo of the holders of silver ill I ml in, 
owing to the reduction in tho value of silver?-- Yes. 

15.537. Would the ten mo consideration be equally 
serious, ill your opinion, in fixing tho ratio for the 
exchange in India, namely, if with the Is. (id. ratio 
the stores of gold in India were likely to lie depre- 
ciated, would you say that that should ho taken into 
consideration?- Is this on tho determination of 
whether the ratio shall be one and six or one and 
four? 

15.538. That is it. Tn fact would you take the 
same consideration that you urged in connection with 
the silver also into serious consideration in connec- 
tion with fixing tho exchange for gold? I think it is 
ono factor which might well lie taken into account. 

15.539. You would take it into the same serious 
consideration as you urge should lie taken in con- 
nection with silver? No; because there is, of course, 
a difference between 12J per cent, and 50 jwr rent. 

15.540. When you say 50 per cent, you have in 
mind the apprehended depreciation in silver? -Yes. 

15.541. But barring that proportion, you would 
give it the samo consideration? — As one of the 
factors. 

15.542. ( Sir Alexander Murray.) 1 would liko to 
refer to a matter that you spoke of yesterday, when 
you said that a money market had to l>o created in 
America, and that w'e should have to do something 
of tho same kind in India, if wo art* going to have 
the Central Hank functioning properly. As I under- 
stand it in America your Federal Reserve Bank re- 
discounts members* paper only? — (Mr. Strong.) Wo 
also buy hills in the market at times from dealers. 

15.543. Can you explain the difference between tho 
two types of bill, apart from tho fact that you have 
the member’s name, in the ono ease, ami you have 
not tho member’s name in tho other ease?- In 
practice we have tho momlier’s name in both cases. 
The typo of paper described as commercial paper 
which we discount at tho Bank rate, which is now 
3J per cent, in Now York, is paper given by 
customers of commercial banks to represent their 
borrowings at tlieir commercial banks where they keep 
their accounts, similar to the type of transaction ex- 
pressed in the advance account of tho English Joint 
Stock Banks; that is the single-name paper indorsed 
by the member bank, and wo discount that at the 
Bank rate. The other typo of paper is the bill of 
exchange that is common in the London market, a 
bill drawn by a shipper on some banker under a 
credit that opencxl in connection with a shipment of 
goods. These bills bear the obligation of the drawer, 
of the hank which accepts the bill and almost 
invariably— in fact invariably — of some banker by 
endorsement. Most of these bills reach us through 
our own members, but through a little different type 
of transaction, and at a lower rate. 

15.544. That is the point I wish to get at. You 
differentiate between the bills that come to you 
through tho member banks or outside corporations or 
private banks?— We differentiate to that extent only, 

2 B 2 
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and l think I should explain this a little moro in 
detail to give you tho information. At tho outset 
of tho organ isi fig of tho Federal Reserve Banks there 
wore no hills in tho Now York market at all. The 
American banks were not in tho habit of opening 
and drawing credits, so thorn being no bills there 
were no dealers, and it beeaino necessary to develop 
tho practice of opening commercial credits which the 
banks wore only authorised to grant Hinco tho 
adoption of the Federal Reserve Act, and it became 
necessary also to develop tho practice of dealing with 
them in the market and to develop dealers. That 
has been gradually dono, so that there is a con- 
siderable volume of bills circulating in the market 
exactly as there is in the London market. Our 
ordinary practice is to tako those bills from our own 
member banks. Wo nevertheless must bo in a posi- 
tion to protect the dealer as is tho case in tho 
Jjoudon market. So wo always stand ready to tako 
bills for short periods from dealers in bills in caso 
the market goes aguinst them; in other words, when 
tho carrying rate for bills hoenmos too burdensome 
for them in the money market. Bo that you may 
say we liavo tlireo types of transaction in connection 
with the paper that is current in tho banking system. 
One is tho discount of commercial notes, note's of 
hand, for member banks at the published bunk rate, 
which is a fixed rate. The other is tho discount ot 
hankers’ bills for our member banks at a lower rate 
— it is a better class of paper, of course — which is u 
matter of current practice every day at the bank. 
The third is an occasional transaction with dealers 
in bills where we take over portfolios just as they 
do in tho Loudon market, when bill houses 11 melt ” 
their bills. But generally, that typo of advance is 
made by the Reserve Bank for a very short period. 
It is comparable to the 7-day advance in London. 

15.545. Are thoeo hills that you speak of New York 
bills, or big town bills? — They tiro mainly New York 
bills, and other big town bills like Boston, Chicago, 
and Philadelphia. 

15.546. I can see the difference between your hills 
endorsed by your member banks w here you havo got 
tho security of the member bank and against which 
you have not only the name, but you have its capital 
deposit and its security deposit, so that you run no 
risk of any description when you discount tho member 
bank bills. — The reliance is principally on tho 
solvency and good condition of tho member bank. 

15.547. In India we have no member banks, and 1 
seo no prospect of our having member banks, so that 
the type of bill that wo have to discuss in India is tho 
ordinary up-country bank bill, so to speak. How do 
you differentiate there between tho rates that you 
levy as against tho different types of bills taking into 
account the present state of tho batik and the 
character of tho bill P — jWc havo a uniform Tato in . 
every district for tho discount of commercial paper, 
and for the purchase of bankers’ bills. Those rates 
may vary between different districts, but they must 
bo uniform throughout each district. Consequently a 
country bank in a district where rates are high might 
seem to have somo rate advantage over tho big city 
bank in the Federal Reserve city where we aro 
located, and in fact those country banks do enjoy an 
advantage. In other wordN, there are wider margins 
of profit, and they can only be dealt with by tho 
exercise of supervision and influence with tho country 
hanks as to the extent of itheir borrowing. It is a 
matter of somo difficulty because tho fact that they 
keop their reserves with us, and are required to do 
so by statute, might creato an impression that as a 
matter of legal right they could come to us and 
borrow. It is a matter that is only capable of being 
handlod by establishing a proper intimate relation- 
ship with our members, and where thoy appear to 
abuse our facilities, to explain it to them and re- 
strain them by personal influence. The rate is not 

a T^ fl ,o° fr Sf t j Ve in doing 80 in tho country sections. 

10,548. Did you find any prejudice existing against 
the rediscounting of paper P With us there are two 


typos of prejudice, if I may say so, against it. 
There is one that the individual merchant does not 
like to see his pajier peddled, about the market to 
any extent— I am speaking of India now— and the 
other is that banks do not like it to bo thought that 
in order to finance their merchants they have got to 
go to bigger hanks for assistance. Wo have had it 
givon in ovidonco that some people do not care to 
go to the Imperial Batik lest it be thought that they 
aro seeking assistance which might prejudice their 
accounts with their customers, and indeed, rathe? 
than re-discount bills, wo find hanks willing to give 
their own name and their own collateral, and take 
tho loan in their own name rather than re-diBCount 
the bill. Have you had experience of those two 
points in America? — Your question is, first, as to 
the prejudice about borrowing money? 

15.549. On the part of the bank, and on the part 
of tho individual merchant? — The prejudice on tho 
purt of tho hank has been rather deep-rooted. 
Many member hunks have a certain reluctance to 
show in their published statements that they havt 
borrowed money; hut the need for borrowing from 
the Reserve Hank became so widespread as soon as 
we bad a war to finance that a considerable amount 
of that prejudice was overcome. In the country dis- 
tricts where we have had ill past years since tho war 
a good deal of pressure for credit accommodation, I 
think the necessities of the different localities had a 
great deal to do with overcoming that prejudice; but 
it is a fact that prejudice does exist among tho 
member banks against showing borrowed money in 
their statements, und inasmuch as they publish 
statements of their condition twice a year, when the 
time approaches to publish their figures wo experi- 
ence some little difficulty in mooting the situation 
because a groat many hanks try to get out of debt 
at tho same time. 

15.550. Tn the caso of a member hank that discounts 
paper with you, who presents tho hill? Docs tho 
Federal Reserve Bank present the bill to tho indivi- 
dual merchant, or does it go back to the member 
bank to be presented? — There is a very fundamental 
question involved there. When tho member bank 
discounts customers’ paper -that is, commercial paper 
— that paper is uhnost invariably returned to -the 
member bank and is not presented to tho merchant. 
Whero wo buy bills accepted by a bank tlio customer 
relationship docs not exitit; such bills are presented 
in the usual course to the bank which accepted the 
bill, which is very rarely the bank for which we dis- 
counted tho bill. Of course, *-that is ono more reason 
for developing tho habit of using these bills, that 
we divorce our discount operations from tho customer 
relationship between tho member bank and ' tho 
borrower. 

15.551. Can you tell us anything about tho relations 
which exist between tho Government and tho Foderal 
Reserve Bank?— In what respect? 

15.552. As regards tho appointment of directors 
and the appointment of governors. What is tho 
influence exerted by the Government, if I may put 
it in that way, upon the Federal Reserve Bank? 
“"•I he organisation of the Federal Reserve system is 
of this character. Each regional hank, of which 
there are 12, has a Board of nine Directors. Thrco 
of them must be bankers, and three of them cannot 
bo bankers. Six directors are elected by the member 
hanks by a rather complicated system of balloting, 
and they serve for three years. The other three 
directors are appointed by the Federal Reserve Board, 
which is tho supervising body that aits in Washington. 
The Federal Reserve Board members are Government 
officials in tho sense that they are appointed by the 
President and their appointment confirmed by the 
Senate. Tho Governors of the Federal Reserve Banks, 
who are the chief executive officers, are appointed by 
the xfcard of Directors of the Federal Reserve Banks 
and not by the Federal Reserve Board. That Board 
consists of six men and two ex-officio members who are 
the Secretary of the Treasury and the Controller 
of the Currency. There are certain definitions as to 
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what sort of men they should he. They must be men 
fairly representing commerce and agriculture, and be 
men of some banking experience. There must be 
not more than one appointed from one Federal lie- 
servo district. There is a prohibition in the statute 
against both officials and members of Congress being 
members of the Federal Reserve Board. 

16.553. Do I understand you to say that no 
Government official, no mombor of the Senate, or no 
member of the House of Representatives can be a 
member of ibis Board P- -Of the Federal lie servo 
Board, no. 

15.554. And of the Federal Reserve Bank Boards? 
— By practice, and as a result of rulings by the 
Federal Reserve Board, no person holding a public 
office or actively engaged in political matters is 
regardod as eligible on a Federal Reserve Bank Board. 
I think I should say that 1 am making this statement 
without any regard to conditions which may prevail 
in other countries. This seems to be an arrangement 
and a practice which satisfies the sentiment in the 
United States. 

15.555. Whore does tho Controller of Currency fit 
into this arrangement ? — The Controller of tho 
Currency is an officer appointed by the President who 
is charged with the supervision of tho National Bank 
system, und ho has .a largo organisation scattered 
throughout the country engaged in examining 10,000 
National Banks, all of which are required by law to 
l>e examined twice a year. 

15.556. For which purport* he has a big staff of 
examiners? — Yes; all over the country. They are 
divided up into districts. There arc 12 head 
examiners, each allocated to a Federal Reserve dis- 
trict, and each lin.s his sfaff of assistants. 

15.557. As regards other Government officials, one 
on the Board is the Secretary to the Treasury ? — 
Yes. 

15,658. Ho is Chairman of tho Board, and it is 
really an ex-officio position, and ho does not actively 
interfere, nor docs the Controller actively interfere, 
I suppose, in the immediate management of the 
banks? — Well, I should have to ask you to define 
what you mean by “ interfere.' ” 

15.559. I will leave it at that? -They are active 
participants in tho doliherations of tho Board. The 
Controller of tho Currency occupies a very important 
position in relation to tho federal reserve system, 
because ho has tho supervision and the general regu- 
lation of the great body of the membership, the 
National Banks. In tho same way the Secretary of 
tho Treasury is responsible for tho Government 
finances, and we arc Government’s fiscal agents and 
do ^ill their financial business, so that the intimacy 
of relationship is fixed as a matter of necessity. 
W 7 hothor they are members of tho Board or not, 
that relationship would of necessity be a very inti- 
mate one. 

15.560. The Federal Reserve Banks act as fiscal 
agents of the United States Government? — Yes. 

15.561. They have taken the place of the old 
Treasuries to a large extent so far as those collec- 
tions are concerned ?— Tho sub-Treasuries have been 
discontinued and closed. 

15.562. In the outlying districts— in the hinterland 
of America — where probably there arc no head offices, 
so to apeak, of the Federal Reserve Bank. Who 
does tho collecting in thoso particular places P — Of 
tho revenue for the Treasury? 

15.563. Yes P— That is done by a carefully worked- 

out arrangement by which the revenue collectors 
located in towns and cities where there is no Federal 
Reserve Bank, deposit tho revenues collocted in the 
National Bank in that town, and the National Bank 
transmits them to tho Federal Reserve Bank. You 
must have in mind that the National Banks are also 
by law designated as fiscal agents of the United 
States, although their duties have become very much 
less active since the establishment of the Reserve 
Banks. . 

15.564. The commercial National Banks, members 
of the Federal Reserve system, have deposit® with 


the Federal Reserve Bank to secure good manage- 
ment, and other things of that kind?— They carry 
their reserves with the Federal Reserve Banks. 

15.565. (Sir Mancckji lhulablioy .) In discussing tho 
question of stabilisation with the Chairman this 
morning you laid stress on tlireo points. One of them 
was that wo had to decide whether tho requisite 
domestic adjustment had taken place; another im- 
portant question was the .sire of reserves. Then you 
gave as a third reason that it is desirablo to go to 
stability at the propor price. Wheu you speak of 
tho proper price do you refer only to Indian con- 
ditions or do you refer to international conditions 
also? — I think in your preliminary statement you 
over-emphasized my language a little bit, I was not 
attempting to lay down a sine qua non. I was 
merely expressing the opinion that thoso were three 
important considerations to ho borne in mind in 
connection with fixing the value of tho rupee. I 
would not attempt to suggest that it was a sine qua 
non. The judgment of this Commission is much better 
than mine. 

15.566. I will accept that modification. Then in 
deciding the question whether domestic adjustments 
have taken placo you mean by that tho prices in 
India? — Yes, I mean generally tho Indian readjust- 
ments of prices and wages. 

15.567. You do not attach any woiglit to Indian 
prices adjusting themselves to international 
prices? — I think that has a bearing upon it. 

15,508. You also suggested a postponement in tho 
matter of stabilization until the establishment of a 
Central Bank. Yon arc aware that on the Statute 
Book of India there exists at present an inoperative 
ratio of 2s.?— Y<w. 

15.569. That ratio has existed for some years now. 
Tho present instabilization interferes with tho trade 
and commerce of the country with European coun- 
tries, as well as with tho internal trade also in some 
measure. Would it bo advisable with this inoperative 
ratio existing on tho Statute Book to postpone) the 
settlement of tho stabilization rate of tlio currency? 
—I do not understand that thoro is an unstable con- 
dition of tho rupee. I gather you havo had a rather 
stable value for quite a period now. 

15.570. Quito so, by a certain amount of manipu- 
lation. Wo have obtained a certain amount of 
stabilization during tho last 18 months hut it has 
been attained by sales of bills und by manipulation 
at times by the Government for keeping tho ratio 
to a certain figure?— That is a matter I. know 
nothing about. 

15.571. You were not aware of that?— No. 

15.572. Speaking about the establishment of the 
Central Bank you referred to two or throe matters, 
and particularly to a third class of deposits which 
you say is the reserve of incorporated banks ami of 
the private moneylenders that is the Shroffs ami 
Murwaris and those who trade directly through a 
wide-spread system of moneylnnding which is a 
characteristic feature of India. You Jnlso laud 
emphasis on that class of deposits in that they have 
a very important function to perform in tho credit 
operations of the Indian people, and you said that 
some consideration must necessarily ho givon to the 
relationship between the hank of issue and that class 
of moneylenders. 'May I ask you to explain what 
relationship yon contemplate? — I was endeavouring 
in that statement to bring into contrast conditions 
that exist in tho United States and thoso that exist in 
India. Tn tho United States wo have about 30,000 in- 
corporated hanks of which one-third aro members of 
tho Federal Reserve system but covering all parts of 
the country. Hardly any town in tho United States 
which has a bank is without membership in the 
Federal Reserve system. Thoso aro incorporated 
banks. They have fixed capital which is fixed by law 
or fixed by tho terms of their organization. They aro 
required to keep a fixed reserve with us. In India 
you have no suck banking system. You have not got 
30,000 separate unit banks in all the towns and 
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cities of the country, but you do have n system of 
moiieyleiiding represented by the Indian bankers 
and moneylenders. So that tho conditions in India 
being wholly different from those in the United 
States, it seemed to mo they would require social 
study as to what type of relationship could be estab- 
lished between the imiiieylcmling jKwiplo scattered 
throughout tlio whole of ludia with tho bank of 
issue, if ono was established. it would necessarily 
have to be upon quite a different scheme of relation- 
ship from tho rather formal and mathematical one 
that can exist with us where the capital is fixed and 
where the reserves are fixed by law. I was not 
attempting to offer a suggestion as to how that 
should bo done, but I was trying to bring out tho 
fact that tho conditions in India might not permit 
of the adoption of a system exactly like the one we 
have in the United States. 

15,573. The Indian mnncylcndiug system is a 
peculiar organisation. In tho American system you 
have a big organisation working as a complete 
entity, but I am unable to conceive any process by 
which the Indian organisation could be brought into 
direct relationship with a Central Hank or bank of 
issue ? — You see no way by which it could be done? 

15,674. No. Can you indicate tho lines upon 
which it could possibly bo done? — That would be very 
difficult for me to do except to explain that wero 
hanking by the Indian people to be developed to a 
point that in any city or town tho hank felt justified 
in accepting tho account of a hanker in that town 
upon terms and conditions set out hy the hank as a 
standard of relationship it might, he possible to 
establish a direct relationship, lb seems to me it is 
a matter that would grow gradually hy experience 

15.575. Are you aware that tho rat*’ of interest 
as well as the rate of discount prevailing among this 
class of people is much higher than the hank rate? 
- I gather so. 

15.576. Does that make it absolutely imprac.tic.ibln 
to interweave a system of that kind? — It doeR make 
it difficult. T am reminded and I think l have men- 
tioned the fact that we have very much the same 
situation in America. Tn the more remote sections 
from the money centres it is not an uncommon thing 
for hanks which are members of the Federal 
Reserve system to charge as much as 12 per cent 
whereas tho hank rate may be only 4 per cent. So 
the difference' in rato with us lias not proved an 
insuperable obstacle to the relation. It is more a 
matter of management, and practice. 

15.577. Hut it not relatively so wide in tho United 
States as it would bo in India? I am not well enough 
acquainted with the differences in rates to answer 
that, question. 

15,57s. Speaking about the constitution of a 
Central Hank yesterday you said a Central Hank is 
only possible where a highly organized money market 
exists. In regard to the organized money market I 
understand you refer to tho system of a network of 
hanks, or have you got something else in contempla- 
tion? — I say that the proper functioning of a Central 
Hank will require a money market in which it can 
function. It may not be necessary to create that in 
advuncc; wc had no bankers 1 hills in New York when 
the Federal Reserve banks were established. As a 
necessary and collateral development of the operation 
of a Ceil trnl Bank it would be well to promote the 
development of a typo of money market in which 
that bank would easily function. 

15.579. You meun to say that it is not necessary for 
.tho existence of a bank that there should lie banks 
before this Central Bank is established, but the money 
market will develop? — Tt will develop. 

15.580. It will develop the work of the Central 
Bank if those banks do exist? — I think that has been 
tho history of Central Banks. The market develops 
around it. 

15.581. Tn connection with the successful establish- 
ment of the Central Bank you referred to the 
anomalies which exist in the Stamp Act about 
negotiable instruments and stamps on bills and 


cheques. Do I gather there is no stamp duty on bills 
of exchange in. America?— No. We had one during 
tho war, and I think it was tho first tax abolished 
when our tax reduction took place at the end of the 
war or it was one of the first. 

15,582. It was only temporarily put on during 
the war? — Yes, as a wur measure. 

15,58*3. All negotiable instruments bear no stamp 
duty of any kind? — I do not think any negotiable 
instruments which are current in banking and which 
reach the Federal Reserve Bank have ' any 
stamp tax now. T believe there is a stamp tax on 
brokers’ loans which we do not handle, of course, 
at the Reserve Hank. 

15.584. Speaking about the constitution of the 
hank you also said that the banks are prevented 
from making overdrafts hy statute?— Yes, that is 
true. ■ 

15.585. Then you qualified that statement by 
saying that overdrafts wero permissible on securi- 
ties ? — Not overdrafts. 

15.586. Not overdrafts? — No. 

15.587. No form of overdraft is allowed of any 
kind ?- No. 

15.588. Either on current account or on cash 
credits? — No. I think there are a few Slates which 
may be an exception to that, but, generally speaking, 
you may say that there is a prohibition against an 
overdraft, and that applies to the National Hunks 
especially. 

15.589. But if those drafts are supported hy 
adequate securities, what is your objection! Oan 
you explain to me what is tho real object tho United 
States Legislature had in view when making such a 
stipulation? -Speaking from the standpoint of the 
Central Bank, which was the subject of our discussion, 
one of tho objections is that the overdraft, which 
may indeed represent the best type of crodit in use, 
does not produce a negotiable piece of paper which 
is capable of being discounted at the Reservo Bank 
and, consequently, a very large jiortion of the accounts 
of the member hanks might be incapable of being 
available for credit at tho Reserve Bank in time of 
need. 

15.590. It is to secure the reserve hanks from tho 
temptation of accepting securities which may not he 
consistent with safety? — No. 

15.591. It is not that? — No. The objection to the 
development of cash credit from the standpoint of tho 
Reserve Bunk is that it puts the assets of the member 
hank in a form where they are not available for use 
at the Reserve Bank in timev. of need and probably 
those accounts are the best assets. 

15.592. Speaking about tho Central Bank yesterday 
you also Btnted that if you retain the Imperial Bknk 
it can be divided into compartments, one the bank 
of issue and the other doing commercial business. 
Would those watertight compartments lend them- 
selves to sound financial working? -I made no sugges- 
tion, but I simply indicated that there might be three 
courses of approach in connection with tho bank of 
issue. One* would be to convert tho Imperial Bank 
into a bank of issue. The other would be to separate 
the Imperial Bank into two different and distinct 
hanks, and tho third would he to organize a new hank 
of issue leaving the Imperial Bank substantially # as 
it is. 

15.593. That is your third suggestion?— -That is 
merely a suggestion of a point for consideration, that 
there were three methods of approach. My object in 
suggesting that was principally to -bring out iflliat 
our experience showed as to the noed for care in the 
reserve transfer and the transfer of Govemmeht 
deposits. 

15.594. You also Bpoke about complete transfer of 
the note issue reserve to the bank. In speaking 
about the reserves, were you referring to the bank 
reserves, or to the currency and gold reservos ? — To 
the currency and gold reserves. 

15.595. If those currency and gold reserves were 
transferred to the Central Bank, can you indicate tho 
lines on which the Government /ought to bo com- 
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pensated P — I do not think I could. I have not 
sufficient intimate acquaintance with the effects of 
such a transfer. 

15.596. You cannot deal with that matter in con- 
nection with India on thatP — No. 

15.597. You would ugree that tlio Government 
would need some compensation, because these were 
funds in the hands of the Government, and repre- 
sented profits on the coinage of the rupee P— L do 
Dot think I have any opinion on that question of 
compensation. 

15.598. ( Sir Henry Strakosch.) J. asked a question 
yesterday regarding the legal obligation to compel 
tlie- member banks to hold a certain percentage of 
their ' liabilities with the Federal Reserve Banks, 
and 1 nsked you why it was that the percentage lo 
be deposited with the Federal Reserve Bank was 
different in the different localities. You suggested 
that you would later on mention what the reason 
was, but you did not? — 1 cannot say that l can 
defend that particular system, because logically it 
might appear under a banking system which had 
developed along different lines from ours, that 
country banks, being more remote from the Central 
Bank, should have a higher reserve. The reason for 
the difference of reserve requirements between the 
Central Reserve citios, the reserve cities and tho 
country banks, was due to certain characteristics of 
our old system, where the country hanks carried 
their reserves in tho reserve cities and the Central 
Reserve city hanks, and all of the banks of tho 
country, including tlio reserve city hunks, might 
carry their reservo in tho Central Reserve City 
Banks, so that tho development of the different sisse 
of reserves grew out of the feeling that a greater 
responsibility rested upon the banks in Reserve 
centres which were carrying a proportion of reserves 
for hanks located in country sections. 

16.599. If a now system were eot up, you would, I 
take it, not advocate any such distinction being made 
as has been made under the Federal Reserve ActP-~ 
I think tho proportion of reservo would have to bo 
based upon very different considerations than those 
which existed in America, when this particular prac- 
tice wus incorporated in law. You understand that 
before the establishment of the Federal Reserve Act 
country banks ■were required to carry a certain per- 
centage of reserve, of which a portion had to be in 
cash, in their vaults, and a portion might bo carried 
with a correspondent bank in a money centre. That 
is what led to requiring a higher pencil tage of re- 
serve to be carried by the commercial banks located 
in tho money centres. 

15.600. Yesterday you told us there are two ways 
of dealing with the relationship of the commercial 
banks and the Central Bank. One would be tho one 
in practice in America, to let the commercial banks 
hold a certain given percentage of their liabilities 
with reserve banks, and the other would he tho 
system adopted in this country, whore no such pro- 
vision exists, but where the Central Bank carefully 
discriminates for whom it opens accounts and re- 
discounts.' In a country with an undeveloped banking 
system, and with what may bo called a lack of 
banking discipline, would you not regard the system 

. under which the commercial banks are compelled to 
doposit some of their Reserves with the Central Bank 
a preferablo one to the one that has grown up in 
this country?. What I have in mind is this. If you 
r were to enact jfhat any bank trading os bankers, 
th|t is to say, taking money on deposit which can 
‘ be frig# rawn hy cheque, were held to deposit some 
of their reserves with the Central Bank, and at the 
same time to disclose its own status, as is the case In 
some of the central hanking countries, that would 
conduce to educating the public to tho duties of 
hankers better than if there were no such well-defined 
system P— -The development should be considered 
rather historically. In the United States we had 
long periods of wild nnd reckless banking practices, 
which imposed gre^t hardships upon the people of 


the country, and very severe losses at times. Not 
only have we tho habit in the United States of doing 
a great deal by legislative enactment, expressed with 
great particularity, lint in the case of hanking our 
experience had been so unfortunate in former years 
that Congress and tho legislatures were ready to 
impose very careful and priM’iw restrictions upon 
hanking, and not only that, but to introduce a very 
extensively organised system of reports and examina- 
tions. We do banking now too much by law in 
America, I think, and not enough by good judgment; 
hut that is the way a system is liable to develop in 
a now country which is growing. Whether it would 
be wise in India to impose the sumo type of par- 
ticular legal restrictions and requirements upon hank- 
ing that wo have in the United States, would depend 
upon a pretty thorough understanding of banking 
methods in India, how secure they are, ami how cer- 
tainly and carefully the business is conducted. In 
Hnglniul it has been tho development of centuries, 
but tho growth in the United States had sprung 
up relatively almost overnight. Tho need for 
this type of regulation and supervision seemed to 

be apparent to everybody, at any rale that is 

the way wo have grown. There are those who 

say that it makes very had hankers. They 
try and do everything hy law instead of bv 

good judgment. The probability is that under such 
a system as wo have bad, banking bus not developed 
quite as successfully as it might have done with some 
greater sense of responsibility. <) n the oilier hand, 
we may have lieon protected from hanking disasters 
which would bo very sorinus, and oonslant failures 
ol banks that otherwise would have oeourrod. If 
von in trod hoc such a system of cnrol'ul scrutiny and 
examination, such as we have, it is quite natural 
that Boards of Directors come to rely upon the 
examination by the Controller, or the State Superin- 
tendent, as partly relieving them of some of their 
responsibility to soo that tlio bank is always in n 
good condition. When you are dealing with a pri- 
vate banker, subject to no supervision whatever, you 
have wholly different conditions. My remarks yes- 
terday worn intended to suggest, as they probably 
have to your mind, the need for special study of that 
kind, and the desirability of not attempting to do 
what we did in the ease of our Fmleral Reserve 
system. Considering that the Ftsleral lb-serve 
system has worked pretty well in America, it might, 
lie thought it would also work pretty wadi in India, 
lint I am not willing to say that it would work well 
in India. 

15,601. What has been suggested is this, that in a 
country unaccustomed to tho Central banking 
system the functions of the Central Bank are usually 
not well understood. Tn particular, it is not weil 
understood that the Central Bank is there to hold 
the cash reserves of the commercial hanks. 1 have 
heard of instances where, owing to the ahaeneu of 
such statutory provisions, somo commercial banks 
have refrained deliberately from depositing their 
cash reserves with tho Central Batik. Such action 
largely impedes tlio proper functioning of the Cen- 
tral Bank. — We have had considerable experience in 
that very matter, when you consider that out of pos- 
sibly or 90,000 banks which can qualify to be 

members of the Federal Reserve system in Amorica 
wo have only about half that number, principally, 
tho National Banks, of which thorn are a little under 
10,000, who w r ere required to be members. Tho Stale 
hanks are permitted to become members, on conform- 
ing to certain standards. Tho membership of the 
State banks has boon largely confined to the hanks 
in the large money centres, which not only became 
better acquainted with tho meaning of the system 
and the security afforded by membership, hut really 
had greater need of membership — at least they 
thought they hod, especially during the war - when 
the same conditions prevailed that you referred to. 
There are many good banks in tho IJni tod fttates 
which might be members of the system, and probably 
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* would profit by being members, but they still do not 
understand well enough what the Central Bank 
incuns to feci the urge to join the system. 

15,602. It has boon suggested that it would bo 
propor for a Central Bank to undertake the savings 
bank business, that is, to allow interest on savings 
deposits. Would you favour that,' or do you see 
any objection to it? — It certainly would not be a 
desirable thing in the United States, it might apply 
in India; hut ono of the outstanding objections lies 
in this fact : that tho accumulation of a large volume 
of savings in tho Central Bank, upon which liabili- 
ties for interest arise, makes it necessary for the 
Central Bank to lend money and earn money. Cer- 
tainly we have learned in recent years that to inject 
into the operation of the Central Bank the regular 
practice of lending money for profit can sometimes do 
great damage, if the obligation to earn money was 
imposed upon tho hank, by taking a type of deposit 
which required payment of interest, it might 
interfere with a normal credit policy. May I 
illustrate it by this- very simple analogy from the 
United States? We hold about 2$ billion dollars of 
reservo deposits of our members. That is the reserve 
account of the nation. There has been a very strong 
desire at times expressed by the member banks that 
they should get interest on their balances just as 
they formerly did when they carried a part of thoir 
reserves with commercial banks,- say, 2 per cent 
interest. In order to pay 2 per cent, interest on 
those balances we would have to be able to earn 45 
million dollars a year. In order to earn 45 million 
dollars a year to pay that interest, it would be neces- 
sary for us to expand our credit, at present dis- 
count rates, by 1,100 to 1,200 million dollars. In 
other words, it would force an inflation upon the 
country. Conditions in Tndia may be different, and 
you may be able effectively to separate savings 
accounts ami their investments from tho credit 
operations of tho bank of issue; but if it did have 
tin* efTcct of requiring the bank to earn money by 
investments at a time when it was not desirable, I 
should think it would be a very undesirable thing 
for tho Central Bank to do. 

15,605. You referred yesterday to the necessity 
that to have a properly functioning central bank 
there must, be a money market. Would you agree 
that tho establishment of a central bank is the l>o«t 
means of establishing such a money market, and that 
without a tevitrnl bank a money market cannot bo 
properly developed? Yes; and it results in develop- 


ments that are distortions of the money m»rl(4D 
Prior to the establishment of the Federal Reserve 


Bank practically the entiro readjustment of the 
money position of *tho banka of New York, and 
largely of tho whole country, was effected through 
the Stock Exchange Loan account — a most undesir- 
able situation. When reserve became impaired the 
banks called loans on the Stock Exchange for pay- 
ments and we had a crash in Stock prices, money 
rates climbed, and there were all tho difficulties of 
an unorganised money market. That is all avoided 
now. Wo do not have these occurrences becailso we 


have got « better organ isod money, market, with 
the Reserve Bank to take enro of these. peaks and 
troughs of demand. They are very considerable in 
tho United Slates. The Christinas demand alone 


for currency to do the shopping for Christmas pre- 
sents imposes upon us an expansion of our loans 
of about 400 million dollars. 


15.604. (Chairman.) Before wo close the evidence, 
is there any other matter to which you wish to refer 
by way of correction or explanation? — I have nothing 
further to suggest ns to our evidcnco. But I do not 
think that my colleagues and I would ho satisfied 
to conclude this hearing without expressing our very 
great appreciation of the opportunity to appear 
before the Commission, and for. the privilege of being 
able to make possibly some small contribution to its 
work. I think personally I should say from my own 
experience at home that no greater service can he 
porformod to Tndia than what has been’ undertaken 
by this Commission. Tho first 20 yeans of my banking 
life) in New York stand out to-day as the experience 
of passing through recurrent years of strain, of 
anxiety and of disaster which tho accomplishment of 
our reforms seems finally to have enabled us to escape, 
notwithstanding the occurrence of the worst war in 
history. -.So may I conclude by saying that we all 
foci great admiration and respect for the eminent 
men who are willing to lay aside important business 
and other obligations and devote themselves, as you 
gentlemen are doing, to a great service to the 500 
million people of India. 

15.605. (Chairman.) We are very much obliged to 
you and your colleagues for your assistance, and for 
taking so long a journey to put that assistance at our 
disposal, and for the very generous measure with 
which you have put your tiino at our disposal in tho 
course of the last four days. I am sure I speak on 
behalf of all my colleagues when I say that I feel 
most profoundly that you have been of the greatest 
possible assistance to our deliberations. 


(The witnesM* withdrew.) 
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balances during year, t'hitnin App. p. 401. 
Excessive balances built up in England in the past, 
Motion 3647-9. 

Interest earned on, Kisch 11540-2, 11092-0, 11707-9, 
App. p. 474 (4) note. 

Large, reasons for, Kisch 11092-713. 

Monthly balances and interest receipts, 1912-3, 
1913-4 and 1921-2, onwards, Kittch App. p. 495. 
should be in Name of High Commissioner for fmlin, 
IhiH App. p. 414 (7). 

Transfer of muugcmcnt of, to London office of Cen- 
tral Hank, consideration should be postponed 
for tin* present, Kisch , 117H0-8. 

Periodical review, Chuiub<>rluin Commission recom- 
mendation, comments by Secretary of State for 
India, 1914, App. p. 021 (i). 

HALE lilSflNA, l)r., M.A., Ph.!)., F.S.S., etc.: 

5141-5341, App. pp. 210-29. 

Ranking, 5200. App. pp. 210, 210, 223. 

Chotjuus, App. pp. 210, 210. 

Council bills, 5230-9, App. p. 225. 

Currency, 5100-5, App. pp. 224-5, 220. 

Exchange, rale of, 5230-70, 5274-9, 5282-3, 5289-99. 

5304-16, App. pp. 210, 212-0, 224-5. 

Gold : 

Absorption, App. p. 227-9. 

Imports, App. pp. 221, 227. 

Minting of, App. pp. 210, 218, 220. 

Prices, App. p. 223. 

Purchases, App. p. 2JH. 

Resorves, App. p. 228. 

Gold currency, 5144-54, App. pp. 217, 220-4, 226. 
Gold exchange standard, 5143, App. pp. 210, 217, 218, 
223. 

Ijfold Htnndnrd, !>144-<12. .V212-21t, 5271 -I), 

53111-4:), 5329, App. pp. 210, 2111-7, 217-8, 220-1. 
Gold standard reserve, 5194, 5209 11, 5284-0, App. 

pp. 210, 218-20, 225, 220. 

Government remittances, 5307-13. 

Home charges, App. p. 210. * 

Imperial Bank, 5195-208, 5285-6, App. pp. 210, 225, 
22(5. 

. Notes, 5173-9, 5189-90, 5280-1, App. pp. 210, 210, 217, 
218. 

Paper currency reserve, 5209-11, 5284-0, App. pp. 

210, 218, 220, 225, 226. 

Prices, 5144-54, 5300-3, App. pp. 210, 210-2. 
Reserves, App. p. 219. 

Rovorse bills, App. p. 225. 

Rupees, 5108-72, 5181 -2, 5217, App. pp. 210, 210- 
7, 218. 

Silver, 5336-42, App. p. 227-9. 

Sovereigns, App. p. 217, 220. 

Trade, App. pp. 210-2, 219, 220. 

BANERJEA, Dr. Promuthanafch : 6706-7007, App. p. 
252-55. 

Banking, 6825, App. p. 254 (10). 

Currency, emergency, 0910-3, App. p. 255 (22). 

Gold : 

Issue, 6890-7 , 6915-26, 0983, 7035-6. 

Minting of, 6842-4, App. p. 255 (20) . 

Refinery, App. p. 255 (20). 
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BANERJEA, Dr. Proiiiatiiunalh — continued . 

Gold currency, 0827-8, 7016-60, App. p. 251-5. 

Gold exchange standard, 6793-820, 0970-7034, App. 
p. 253 (8) . 

Gold standard, 0810, 0824-32, 0833-07, 6889-903, 0921- 
5, 0981-2 , 0985-0, 7003-1, 7010, App. p. 253-4. 

Gold standard reserve, 0845-51, 7002, App. p. 255 
( 16 ) - 

Government remittances, App. p. 255 (21). 

Hoarding, <>891, 0894, 0918, 0927-32. 

Imperial Rank, 0904-9, 0935-75, 7051-4, App. p. 265 
(17, 21). 

International gold exchange stundurd, 0821-3, 7031, 
App. p. 253 (9). 

Notes, 0804, App. p. 255 (18, 19). 

Paper currency reserve, App. p. 255 (18). 

Prices, 0707-9, 0874-5 , 7010-7, App. pp. 252 (2), 251 
(13). 

Reverse Councils, 0795-6, App. p. 253 (8) . 

Rupees, 0803-9, App. p. 255 (15). 

Silver : 

Pure bases, 0795 , 0800-801, App. p. 255 (23). 

Exchange, rate of, 0707-92, (>808-85 , 0987 , 7001, 
7000-7 , 7010 33, 7057 -66, App. pp. 252, 253, 
251. 


Bank Clearing House, Membership of, racial discrimi- 
nation. Sarlcar 9153-60, 9109-82, 9200-7, 9229-34, 
9241. 


Bank of England : 

eertiiin Adjustment of agreement with, might he 
ueeessiiry if notes limiuiiueliircd in Indiu, l\i*tck 
11240. 

Assets, 1920 25, Kindi App. |>. 480. 

Ranking duties performed for Seeretary of State, 
Kisch 11237-41, App. p. 478 (7). 

(’oiiKidliitinii with, in connection with introduction of 
gold standard, set: under (Sold standard. 

Effect of gold standard on position and policy of, 
Addis 1 3000-7 . 

Gold reserve, adequacy question, t'hnhlani 2184-9. 

Issue c>r gold hv, position jv, Itrudhuri/ 14230-2; Addis 
1 1409-75. " 

Trunsler of management, of Indian sterling debt from, 
to London oilier of (Yntrul Rank, question of, 
Kisch 11784-0, 11789-91. 


Banking : 

See also Cheques. 

Fash advnnce account, modification of system 
necessary for development of hank of issue, 
S front/ 15410 liv, v) . 15581-01. 

(’omhined or separate issue and hanking depart- 
ments, desirability dependent on adoption of 
percentage cover or fixed fiduciary issue, flrad - 
hiti;/ 14214-7. 

Credit facilities to industries, increase of resources 
lor, desirable, Itn 11 7234. 

Deposit, |K»Msibilily of development, Slroinj 15421. 

little Developed, liuikrislnia App. p. 216. 

Development : 

Advocated, llulhrishini App. p. 210, 223. 

Considerations suggested by review of events of 
1920 with reference to, Kisrh App. p. 489-92. 

Currency with a stable vnlno an essential condition 
to, Urn 11 if aft: 11290. 

Establishment ol sound Central Bank necessary for, 
Sanaa 11 15666-9. 

Free convertibility of notes, importance from 
jK>ir»t. of view of, Kisch 10775. 

Gold currency in circulation not considered a 
necessity for, liruni/alr 11287-9. 

Hoarding will decrease, lianerjca 6825, Chakraimrti 
7955-8, Kisch 10873, 10878, Sprayuc 15295. 

Importance of, Kisch 10872: Addis .15016; liobrrts 
15093-0, 15115-6, App. p. 549-50; Sprat/iie 
15311 (ii) 15312, 15321, 15326, 15328; Strontf 
15395 (vii), 15416 (xxvi); (lyan Chand App. p. 
132. 

Inadequacy of, as (compared with England and 
Western Europe, liau 7243-56, App. p. 265. 

Proposals for, Stroiu/ 15416; Shah App. p. 824 (47). 

a Necessary preliminary to establishment of gold 
standard and currency, Kisch 10869. 

Steps taken by Imperial Bank, Murray 9730. 
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Banking — con tin ucd. 

Facilities : 

Dcxelopineiit, ini|M»ituiu-o or, and value nf Imperial 
Hank from point of view of, lived M7UI)-1. 
Extent of, Madon App. p. 170-1. 
limdiMjiiacy of, Naranji 1517; ShiepraJap Jvnhi 
0369-78. 

I n crease : 

Advocated, Naranji 45 17-8 ; Sin ha 7-10.7.7, App. 
p. 270 (20); Hrunijalv 11286, App. p. 500 
(25); Indian Mr reliant h Chamber App. p. 
107 (17); llunrrjra App. p. ‘254 (10); Shah 
App. p. 0*20 (1H, *20); Aigar App. p. 356 (‘20, 
3*2, 33); Casnel App. 004. 

Desirable rather than increased use of notes, 
(i rant ham 3378. 3301-5. 

Proposala for, liau 7*23 1-3, App. p. ‘271, *27‘2. 

Ilabit. : 

Increase : 

Cold standard would lead to, instead of hoarding, 
Jnnhi, 4*200. 

linpoKsiblo owing to illiteraev of mass of popula- 
tion, Madon 3570 HI. 

Possibility of, Madia, Jonhi 4304-7, 4318. 
would have Increased d urine stability of exchange 
with proper banking legislation, Han 7255-0. 
Increasing, Itatkrixhna App. p. 2*23. 

Iiiiprovemeut of axstcni needed and suggestions, 
(lifan C hand 3008-1 In, \pp. p. 132, 134. 
Legislation, proposals with view to increasing public 
confidence, Han 7230-42. 

Nature, of business earned out by Marwari commu- 
nity, lianlhiifa 8100 4. 

Organised nnd interlaced axstcni, need for, Hrungate 
1 1 105, App. p. 503 (25). 

Organisation, improvement advocated, Shah 870*2-1, 
8771-7, 8033, App. p. 317; Kimti 11000. 
possible System under Gold Exchange Standard, llauu 
App. p. 85. 

Banking, general: 

Centralisation of banking and currency reser\e within 
one institution essential, Strong 15388-0. 
Position of various countries, 1013, 10*20, llurgr-M 
15200 (v). 

Banks : 

Set: alni) Allahabad l.»ank. Central Hunk, Exchange 
Hanks, Imperial Hank, Joint Stock Hunk and 
State Hank. 

little Confidence felt in, by people, l.latkrixhna 5200, 
App. p. *210. 

Deposits : 

HH0, 1020, and cash balances, hi sell App. p. 400. 
Imperial Hank, Joint Stock Hanks und Exchange 
Hanks, 1919-23, Kwh App. p. 170(G). 

Increase 1013 to 10*23, llnnnjatc App. p. 100-500 

(15). 

Increasing, lUintbiga 8011. 

Lung-term, encouragement advocated, (iijan Chand 
3110, 31 Ji. 

Free Ciiiverumciil deposits with, popular desire for, 
lian 738f).«. 

Indigenous, deposit of part of Cioverniueiit baJane** 
with, proposal, llnrma India Chamber »»/ Com- 
merce App. p. 378. 

Loan offices run by pleaders, system of, and con- 
version into banks with State audit, and control 
proposed, Sinba 7107, 7537-44. 

Loss of confidence in, Han 7*255. 

Relation of Indian liabilities to Indian assets, 
information rr, no source of, except banks them- 
selves, Denning 1051-3. 

Reserves : 

Centralisation desired, (lifan Chand 3113-8. 

Deposit with Central Hank, proposal, Norman 
14050-03; Strong 15410 (xvii, xviii), 15598- 
601. 

Savings banks deposits : 

Increase, I'alrl 5707 , 5771), 5778-80; Strong 15421. 
Increase in number of small accounts, Chakra - 
varti 7020-38. 

HA NTH1YA . K AST< >OR M A L. 
are Jalan, Rain Kumar; and Hanthiya, Kastoormal, 
8470-8740, App. p. 305-13. 


HASIJ, Dn. PRAl’HU LLACIIANDRA , M.A., B.L., 
l’h. I). (Econ.), Vice-Principal, Holkar College, 
Indore: 1000-2144, App. p. 78-03. 

Currency : 

Automatic contraction und expansion, 2047-55, 
2120-32, App. p. 81. 

Seasonal, *2071-2. 

System, 1007, App. p. 88-0, 08-0. 
new Currency reserve, 2003-5. 

Excliunge : 

1/4, App. p. 00-1, 02. 

2/-, 2110-2. 

I Vterininution, 2005-7. 

Fixing of, in terms of gold, 1008-0, 1017-0. 
Maintenance, App. p. 87. 

Policy of, 10*20 1, App. p. 88-92. 

Raising of, App. p. 78-01. 

Stabilisation, *2017-28, 2030-7, *2104-0, 2133-8, App. 

p. 0*2-3, 03. 

Svslein, App. p. H8-0. 

Temporary rate, 2020-33, 2038, 2040-0. *2072-84, 
*2112-5. 

Variations, App. p. 78-0, 85. 

Exchange reserve in India, App. p. 80. 

(b.I.I bills, 1010 7, 1050-3, App. p. 70, 85-0. 87-8. 

Gold currency, 1030, 2000-8, App. p. 89. 

Gold exchange standard, .1003.8, 1013-7, 1010-28, 
It M 3-0, 1054-01, lOOt 1-07, 2047 55, 2110-0, App. 
p. 70-80, 88, HO, 03. 

Gold standard, 1020-38. 

Gold standard reserve, 2050-00, 2084, *2114, App. p. 80. 
Imperial Hank, 1098-2002, 2080-05. 

International credit papers, App. p. 81. 80. 
International gold exchange standard, 1003. App. 

p. HI, 86. 

Melting, 1007-8. 

Notes, 2130-40, 2142-3. 

J Vices, App. p. 91. 

Reverse Councils, 1989, 1993-4. 

Rupees : 

Hullinti value in excess of face value, App. 2011-4. 
p. 82-3. 

Debasement, 2011-4, App. p. 90. 

Linking of, with gold, App. p. 87-8. 

Silver : 

Prices, App. p. 89-90. 

Purchases, App. p. 89. 

Sovereign, demonetisation, 2009-10. 

Sterling purchases, 2097-103. 

Versailles, Treaty of, *2021-4, App. p. 92. 

Bengal Chamber of Commerce: 

Evidence on behalf of, see Campbell, Kenneth, and 
Rush forth, F. V., 0702-7920, App. p. *277-82. 
Letter from sivreturv re proposed discontinuance of 
1 rupee note, 19*23, McWattvr « App. p. 419. 
Membership und nuture of interests represented, 
Campbell 7600-11. 

Statement, App. p. 277-82. 

HENG \L MAILMAN SAHIIA, (Calcutta, letter from 
Assistant Secretary re proposed discontinuance of 
l rupee* note, 1923, McWatten App. p. 420. 

Bengal National Chamber of Commeroe, Calcutta: 

Evidence on behalf of, see Sark&r, Nulini Runjuu, 

9082-9218, App. p. 336-9. 

Letter from Honorary Secretory re proposed dis- 
continuance of 1 rupee note, 1923, McWallcr<i 
App. p. 424. 

Membership and nature of interests represented, 
Sarkar 9087-90. 

r.llATNAOAU, Brij Gopal, M.A., F.S.S., 2516-2745, 
App. p. 100-14. 

Chanakya Society, 2673-6, App. p. 103. 

Council bills, App. p. 112. 

Currency : 

Contraction and expansion, 2572, 2583-0, 2597-607, 
App. p. 104. 

System , 2519-24, 2711-18, 2728-32, App. p. 100- 1, 
118. 

Exchange, rate of, 2695-727, 2733-44, App. pp. 10-1, 
111-2, 114. 

Fow ler Committee, App. p. 108. 

Gold, for ornaments, 2524, 2614. 



INDEX. 


HHATNAGAR, Jirij Oupal, M.A.. F.S.S.-- continued. 
Gold currency, 2616-8, 2625 38, 2668, 2684-94, Ann. 
pp. 106-7, 108, 109-11. 

Gold cxchurtge standard, 2584-41, Ann. ini, 1(H). 
109-11. 

Gold resources of Tndin, App. p. 109. 

Gold standard, 2525-70, 2625, App. 101, 105. 106 II. 
Gold Ktandurd reserve, 2542-51, 2578 81, \pp. p. 113. 
Hoarding, 2664-70, 26.82-4, App. p. lo:s. 

Imperial Hank, 2578-7, App. p. 104. 

International Gold Standard, App. p. 105 6. 

Notes, convertibility into gold, 2526.-68, 2552-4, 
2608-12, 2619-80, 2636, 2689-41, 2648. 2645, 
2648-62, 2684-94, App. p. 109.11. 

Paper currency reserve, 2008-12, 2681, App. p. 110. 
Prices, 2590-5, 2700-4, App. pp. Ill, 118. 

Punjab, Economic Enquiry Hoard, 2677 -H. App. p. 
103. 

Reverse Councils, App. p. 112. 

Rupee, 2555-6, 2557-70, 2614-5, 26.25, 2681-8, App. p. 

101,108-9,111. 

Sovereigns, App. p. 108. 

Statist ics, information available, 26i78 80, \pp. p. 108. 
H1TATTER, Hurkissnudns, slatement, App. p. 890-1. 

Bills of Exehango, sen Council Bills. 

RHAOKETT, the Hon. Sir HASH.. K.C.R., K.C.S.I., 

1-6H6, 9981-10545, App. p. 65 71, 858. 

Agriculture, 27. :i«, *41-51, 7i>-KI. 

Cash certificates, 452, 468-8. 

Central Curhney Guard, 207-17. 

Cost of living, 81). 

Colton industry, 10427-9, 10530-85, App. p. 858. 
Currency: App. pp. 65-71. 

Additions to, 5, 10. 

Automatic contraction and expansion. 8. in, 216-8, 
266.8. 9989, 10122. 

Contraction, 5, 6, 12, 258-65. 288. 

Policy, 5-7. 

Seasonal, 5, 475-81. 

Systems, 556-67 , 9981-8, 10005, 10167, App. 7, 
p. 65 (8). 


Ncimn^t*, rule 

uf, IU.MH2D. 


J/l, lifiJt, 

157-9, 

km‘J7 

16 151-77, 16518, 





1/(1, 121M4, 

152-59, 

lam a. 

10129, 10135-47. 


16193-500. 

1/8, 182-8, 157-9. 

Change in, effects, 76-8. 

Conventional point, 18-22. 

Course of, 5-7. 

Dependence on Guv* rnnient action, 17. 
Fluctuations, 18-22* 

Increase, effects, 60-9, 79-100. 

Policy rr, 5-7, 17, 168, 115. 

* Present, position, 8-9. 

Tied net ion, effect, 70-5. 

Stabilisation, 13-17 , 28 25 , 58 141, 158 9, 9989 98, 
10024. 

Exporters, 09, 72-8. 

Gold : 

Issue of bullion for internal purposes, 10188-42, 
10172 81. 

Issue lor export only, 10081-8, 10048-50, 10110 21, 
10125-9, 10185, 10150.3, 10108-9. 

Minting, 10025-30. 

Prices, 10330, 10351-53. 

Gold currency, 228-45, 443, 10067, 10025-30, 10|.l1-49, 
10247, 10267, 10273-4, 10276, 10326 ,- 8 , 10303-1. 
Gold exchange standard, 225-7, 216, 275 8, 359-70, 
354-402 . 576, 9983, 99H9-KM)30, 10066-115, 10122- 
71, 10182-0, App. p. 6)8-9. 

Gold standard : 

Cost, 577-95, 10251, App. p. 69-71. 

Desirability, 403-6), 10005-7, 10187, 10287, App. 
p. 65 (4). 

Effects, 407-12, 428-51, 456-7 . 467 . 517 , 523-9, 530- 
42, 597, 10465-76. 

Introduction, 10186-2(Mi, 10276, 10332-50. 

Amount of gold required for, 486-505, 516-9, 
544-5, 10174 5, 10222-83, I024H. 10268-9, 

10289-323, 10359-64. 
in Otlmr Countries, 10132-4, 10264, 


JiLACK ETT, the Hon. Sir RASIH, K.C.D., K.C.S.I.— 
continued. 

Guld standard- -continued. 

Reserve under, and uopiisition of gold, 482-99, 507- 
13. 10193-4, 10231, 10231-46. 10219-52, 10318 9, 
10832. 10339-47, 10354-87, 163903, 10510-5, 
10540-3, App. p. 6)9-70 (23-26). 

Scheme, 103-597, App. p. 69-71. 

Gold standard reserve. 10193-4, 16382. 

Xlualgainatioii with paper currency reserve, 168-79, 
188-202, 219, 222, 266. 270.' 286-306, 339-45, 
9990-3, 16024, 16194-5, App. p. t>6> (6e, 7, 9-1 1). 
Amount. 249-52. 271, 283-5, 10253-4. 

Function, App. p. 66 (8). 

Management, 164-8. 

Guarding, 237, 428-51, 456-7. 467, 562. 523 9. 549, 
16214. 16276-1, 16291-311. 
rmperial Hank : 

Hormuing in Lundon by, 16565-9. 

Hiisiness to be carried on by. 665-35. 

Constitution, 217, 223-1. 598-6)64, 16521-3. 

Cover against liabilities, 367-12, 16151. 
Establishment , Ii02. 

Independence of Government desirable, 661, 636. 
42. 

Responsibility for maintenance of exchange, 325 32, 
395-8, 10189, 10501-9, App. p. 6)6 (6hI). 
Self-liquidating luindis, provision, 299, 304-6. 
Statements, 367, 311. 

Supply of funds required by Government of India 
in Condon, 313-27, 318-53, App. p. 68 (15). 
Transfer to. * M" right uf note issue and management 
i.f paper currency, 160-206, 217-21, 643-62, 
9990-3. 10022. 16024, 10541, App. p. 65 (3), 
66 (6b). 

Importers, 67-8, 72-3. 

Industries, 61. 

International Exchange standard, 380, 543. 9989-10630, 
10066- 1 15, 10122 71, 10395 466, \pp. p. 6.5 (4). 
Investing habit, 436-52. 456 7. 467. 

Hand revenue, 61, 85-166, 

Roans raised in Hondoii, 5. 

Notes, 226-45, 568-73. 10006-24. 10051-6, 1606.6)115, 
10154 8, 10207-15, 10167-15. 

Haper eurreney reserve, 5, 161-8, 171, 10253-4, 16332, 
App. p. 6)6» (8). 

Prices, 26-52. 6,6-128. 

Provincial Governments, 65, 92-3. 

Raw material exports, 38. 

Reverse Councils, 16480-9. 

Rupees : 

Ibillion value and eurreney value, 131 6, 226.-45, 
10608-2 1 , 16106-7, 16167, 16159, 10209. 
Coinage, cessation, 16668 . 

Convertibility, 229-88, 9994-16661, 16624. 

Debased, 226-45. 

Hoarded, 237. 

as H« ‘gal tender, limitation. 463-6, 16657-6.5, 10207- 

21 . 

Melting, 236. 

Outstanding, amount, 230, 274, 10227, App. p. (9). 
Silver: 

Import duty, 579, 5 h 2 6, 16468, App. p. 69 (22). 
Prices, 137-9, 115-51. 

Speech uii Hudget estimates 1925-26, quoted, Karachi 
Chamber of Commerce App. p. 3H6 (1). 

Sterling exchange standard, 575, App. p. 6.5 8. 

Sterling purchases, 142. 

Tariffs, 61, 6)8. 

Taxation, 6.5-6, 70-1, 129. 

Trade, foreign, 385-7 , 388-9. 

C.S.A.. 123-4, 536. 

Wages and salaries. 27. 28. 41-9, 61, 76, 16426. 16442. 
7, 10521-32, 10536 9. 

DOMRA Y CHAMHER OF COMMERCE : App. p. 
137-114. 

Cheques, \pp. p. 138 (5). 

Currency : 

Emergency, App. p. 142 (24). 

Expansion, App. p. Ill (19), p. 142 (21). 
Exchange, rntii »f, App. pp. 137 (2), 139 (12), 110-1. 
Gold, App. pp. 137, 144. 

Gold coins, inqxirt, App. p. 144. 

Gold currency, App. p. 137-8, 139 (10). 

Gold exchange standard, App. pp. 136-9, 142-3. 
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BOMBAY CHAMBER OF COMMERCE— continued. 
Gold standard, App. p. 187-0. 

C i old standard reserve, App. p. 142-3. 

Government remittances, App. p. 141 (20), 142 20). 
Impel ial Bunk, App. p. Ill, 142 (24). 

Letter from Acting Secretary, tv proposed discon- 
tinuance of 1 rupee note, 1023, McWaltvr* 

App. p. 418-0. 

Notes, App. 141 (18). 

Paper currency reserve, App. p. 130 (11), 142 (21-23). 
Rupee, App. pp. 138-0, 140. 

Silver prices, App. p. 140. 

Sovereign, App. p. 130 (10), Ml. 

BOMBAY Ml liliOWNERR* ASSOCIATION: 

Letter, App. p. 207-10. 

Letter from Assistant Secretary rv proposed discon- 
tinuance of 1 rupee note, 1023, ftlc Wallers 

App. p. 118. 

Nature of, SanHonn 15008-0. 

Bombay Mint: 

Gold coinage, separate building and special safe- 
guards, Ac., considered necessary, Willi* 1083-1, 

1722-3. 

Silver coinage, capacity, Willis 1782 HO 1. 

Bombay Native Piece-Goods Merchants' Association, 

letter from lion. Joint-Secretaries rv proposed 
discontinuance of 1 rupee note, 1023, McWanvrR 
App. p. 417. 

Borrowing In England, restriction desirable under 
effective gold standard, llau 7410-3, App. p. 272. 

Borrowing powers, unexhausted, 80th September, 102.7, 
Kisc.h App. p. 158 (2D). 

BOWIE, A., Allahabad Bank, Ltd.: 11830-12200, App. 
p. 507-0. 

Allahabad Bank, 11854, 11857-02, 11020-30, 11031-10, 
11002-0, 12203-7. 

Currency : 
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procedure in event of, Shah App. p. 323 (37-14). 

Combined Mysore Planters’ Assoolatlons, letter from 
Honorary Secretary re proposed discontinuance of 
I rupon note, J928, MrWattrr* App. p. 425. 

Co-openUIra Soalatlai, Chalirnrarli 7037-ft. 


Coat of living: 

1914 and 1925 and comparison with United Kingdom, 
Blackett 39. 

1929 and 1922 hub x number, India nnd United 
Kingdom, Wilson App. p. 582. 

of Agiirult wrists, Hanthiya 8702-4. 

Bombay rollon operatives, Blaekrlt App. p. 358. 

F.lTrrt on, of rate of eXL-hangc, Shiriaala/i Joshi 
0381-400; Uanrrjra 0778-8(1; Khaitan Hi 12. 

Cotton Industry : 

Alniifdahnd, number of mills and inctiihcrvhip of 
Millowiurs' Assoeintion, Hat el 5880-1, 5901-0. 

Uulunee sheets for one or two \i-m- could In ■ supplied, 
Hat el 0037-15. 

Uo-'t of living of Bombay operatives, Hlarkrll, App. p. 
358. 

Capital, amount and source of. J. .1. Wadia. 5188-90. 

I >ivii|i*iids, •/. .1. Wadia 5562-0; Hatel 5920. 

F.lTert of rate i.f exchange on, mid questinn of best 
rate, K. I'rc tuchand . 47 11-3; M. Hrrmehand 
4713-21 ; Sawn 5010-00, 5J33-4; J. .1. Madia 
5194, 5552-61. 5507-73; Hate! 5717-50, 5780-90, 
5859-02 , 5900-80, 0011-8, App. p. 231; Hnid 
0293; hammer 0700-0 , 0733-8. App. pp. 250-1; 
Jr eons 9279-81, App. p. 310 (8): I liar hell 
10127-32, 10538 5; Bombay Milloirnrrs' Assoc in- 
Hon. App. pp. 2o7, 208, 209; Aiyar , \pp. p. 
352 (21), 353 (22): Karnrhi Chamber of (Uimmrrce 
App. p. 380 (1). 

Fixpurt. propnrtinn of production, Lairrrnrr. A]ip. p. 
250 (20). 

Flotation of mills, Alimcdnbad system, Hatrl 5808, 
5931 5. 

It a nd loom production, mill production mid imports, 
proportions. Hatrl 5827-35, 58-14 58. 

Imports from Japan, Hatrl 5702-8, 5819-58, App. p. 
231. 

Managing agent system, Sassoon 5009: 1’iilrl 5870 4. 

Position or. Sassoon 5011, 5059, 5108-9: J. I. Madia 
5191-9: Hatrl 5830 43, 5927 30: Shir /mil a,, Joshi 
0180 5. 

Prodiietion, costs nf items, Sassoon 504 1 8; Paid 
5717-22: T.a irrrnrr App. p. 251. 

Profits : 

Hatrl 5806-87. 5915-26. 

Statistics available, Patel 5804 5. 5880-7. 

Wages : 

lllackrt t 10530-3. App. p. 358. 

Adjustment .to 1/0 rate of exchange not complete, 
Hatrl 6019-21. 

Decrease. Jr ran s 9277-N. 

Increase, increased expenditure on unnecessary 
things as result /if, Sassoon 5031 I. 

Level, and comparison of rise with cost- of living, 
J. A. Wadia 5500-0. 

Tendency during Inst, 25 year*. Sassoon 5018-34. 
5101-8, 5121-32. 

Cotton, raw: 

F,x ports tn Japan, Halel 5709-16. 

Imports. Patel 5786-7. 

Prices : 

exceptionally High, Hlackrlt 120 

Increase over pre-war nnd comparison with prices 
generally, MrWattrr s App. pp. 39 40. 

Council Bills and Telegraphic Transfers: 

Abandonment of s\stem proposed, Burma India 
Chamber of Commerce App. p. 377 (5). 

Currency, proposal, Wrhh. App. p. 591. 

Demand for. MrWattrr* App. p. 10 (4). 

Intermediate drafts, suspension. December 1916. 
Kisrh \pp. p. 481. 

Pre-war policy rr. criticism. Mad an App. pp. 148-9. 

Pre-war system of, preferred to sterling purchases, 
M. Prrmrhand 4000-14. 

Prices : 

in Calcutta on London, highest nnd lowest , monthly 
1920 to 1925, MrWnttrr*, App. p. 32. 

from January 1920, MrWattrr s App. p. 15 (12). 

from January 1917, MrWattrr * App. p. 11 (7a). 

Rales : 

1898.99 to 1924-25. MrWattrr s App. p. 25. 

five years ending 1913-14. Wilson App. p. 581. 

1915 Regulations containing pre-war conditions. 
Kisrh App. pp. 486.8, 
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Counoll Bills and Telegraphic Transfers— continued. 
Kales — continued . 

1022-2.) to 1025-20, lunch App. p. 485 (0). 

1020-24, dully, McWatters, App. pp. 00-07. 

1024 Regulations, lunch App. p. 4H8. 

( 'h:itnlu*rlaiii (■<»imnis*ion report, comments on, 
Secretary of Stub* fur India, 1014, App. 
pp. 021-2 (n), pp. 022-4. 

by Competitive tender in Nt»w York, proceeds being 
remitted in gold, 22nd August, to October 
10.10, Me. Watters App. p. 10. 
in Kngland, stopping nf, advocated, S inha App. 
p. 270 (20). 

fit Fixed rates from Jnnnnrv 1017, Mr Walters App. 
p. 11 (7a). 

(lovermiient of India nnnuunceinent, February 
1020, Kisch App. pp. 451-2, (A]»p. 1. 2). 
by Imperial Lank as agents of Covernment 
approved, British Exchange Hanks , App. p. 544 
( 0 ). 

in India v London, Nicoll 10801-5, 14008-50, 
in India on London at Ik. 3 29/32J., Chamberlain 
Commission recommendation, comments by 
Secretary uf. State for India, 1014, App. p. 020 
((!)• 

Insurance of Fvchange Dunks against risk of rise 
in excliange, McWatters App. pp. 11-12 (7b). 
of Intermediate Councils, |K>ssibilitv of, with system 
of sterling purchases, Murray 0741-0. 
wit Knot, Limit of amount : 

Kstublished 1800, McWatters App. p. 10 (4). 
at Fixed rate, definite undertaking advocated, 
Bhainagar App. p. 112. 

Limitation : 

from December 1010, McWatters App. p. 11 (7a). 
to Actual requirements (amount of home charges) : 
Advocated, Balkrishnn 5200-0, App. p. 225; 
Patel 5807-0; Fthicpratap Jushi 0140 7: Raa 
7057; Khailan 8182-0; Jena ns 0077; Nicoll 
14078; Indian Merchants' C hanihrr App. 
p. 107 (10); Bombay Milloirners * Associa- 
tion App. p. 207; Indian Chamber of 
- Commerce App. p. 201 (10); Mancari 

Trades Association App. p. 010 (28); Aiyar 
App. p. 055 (25); Karachi Indian Mer- 
chants' Association App. p. 084; Poch- 
lrhanaicala App. p. 080; Shahani App. 
p. 412 (0); British Exchange Banks App. 
p. 544 (8). 

Advocated ns regards whole year with discre- 
tion ns to amounts in different periods, 
Nicoll 10000-5, 14024-07. 
not Advocated entirely, a question of degree, 
Campbell 7015-7.’ 

Rroud construction necessary, Kisch 10007-10. 
Cbnmberlain Commission report rr, comments 
bv Secretary of State for Tndin, 1014, App. 
pp. 028-4. 

Opinion re proposal, Kisrh 11586-7; duhbay 
12512 

by Open competitive tender, from September 1010, 
McWatters App p. 11 (7n). 

Open competitive tender v. private sales, Kisrh 
App. p. 482 (4, 6). 

Pre-war system advocated, K . Prcmchand, M . Prrn?- 
rhand, 4604-14, App. p. 201 (7). 
by Public tender in Tndin and London advocated, 
Nicoll 18882, 14038.53, 14120-30; British 

Exchange Banks App. p. 544 (3). 
average Rates, 1873-74 to 1802-03, McWatters 
App. p. 24. 

proposed Reduction of exchange to 1/4 bv means 
of. Patel 5597-614. 

Restrieted list of purchasers from 3rd January 1917, 
McWatters App. p, 11 (7b). 

Substitution of sterling purchases for, advocated, 
Denning 1028-9, 1037-9. 

Suspension of snlo to the public from January 1920 
to January 1923, Kisch App. p. 446 (10). 
by Tender : 

Carrying out of, by Imperial Rank, proposal 
approved, dub bay 12528-0. 
at Different centres in India, proposal, Brent 
3424-33. 


Counoll Bills and Telegraphio Transfers— continued. 

Sales — continued. 
by Tender — continued . 

in London preferred but if sold in India at com- 
petitive tender must bo at one point, dubbau 
12527. 

r. Sterling purchases, Addis 13738; Not man 13738-9, 
14455-0; Patel App. p. 234. 

System, 1 akil App. p. 176; li'i/wm App. pp. 581-2. 

Counterfeiting : 

Connection with price of silver, Wilson App. p. 
582-8. 

Extent- of, at present and danger would be grenter 
with base metal coin, Willis 1875-84. 

Proposed procedure rr, Shah App. p. 323 (41, 44). 

Credit : 

('on traction, difficulties in connection with, Kisch 
10811-5, App. p. 491. 

Organization, improvement advocated, Shah 8703, 
App. p. 317. 

System, development- necessary, Rnmaiya H812-6, 
App. p. 302. 

Cultivators, see Agriculturists. 

Currency : 9 

See also Gold, Rupee , Silver and Sovereigns. 

Absorption bv the public : 

1H0H.00 to 1924-25, McWatters App. p. 26. 

19t 19-10 to 1913-14, Kisch App. p. 455 (App. V). 
1914 15 to 1024-25, Kisch App. p. 455 (App. V). 
from 1916-17, exceptionally large and reasons, 
McWatters App. pp. 10-11 (6A). 

Average annual, five years preceding the war, 
Kisch App. p. 445 (9). 

Average annual, five years ending 1919-20, Kisrh 
App. p. 145 (9). 

Additional, provision by issue of gold coin-; and gold 
notes advocated, Vakil \pp. p. lH. r i. 

Additions to: 

McWalters App. p. 30 (2). 

1923-24 and 1924-25, Blackett 5; McWatters App. 

p. 18 (18), p. 26. 

since September 1925, Blackett 10. 

Automatic, increase preferred to slow and steady 
annual addition, Bombay Chamber of Commerce 
App. p. 141 (10). 

Consideration of question should not be approachod 
from political point of view, Hamilton , p. 536 (1), 
App. p. 358 (1). 

Contraction of : 

1020 to 1023, Mr Wallers App. p. 18, 26; Kisrh App. 
p. 445 (0) . 

up to August 1023, Blackett M, 6, 12. 

Difficulties in connection with, Kisch 10844-5. 
Difficulties and failure, 1020, Kisrh App. nn. 
443 (41,401-2. 

under Cold standard, Kisch 11100-3, 11156, App. 

p. 470; Wadia, Jnshi App. p. 190 (20). 
if Cold standard reserve banded over to Central 
Hank, proposed statutory control, Kisch 11148, 
11108, 11205-11, 11247-51, 11260-7, 11276. 
by Issue of gold against mohur notes for export 
only, question of. Kisch 10000-6, 10027-32. 

Legal obligation question, Kisch 11087-90, 11003, 
11260, 11580-5. 

Maximum amount possible, question of, Rlac.kett 
253-65, 283. 

I’ari passu with sale of Reverse Councils the ideal 
but. policy might need modification in Hpecial 
circumstances, Kisch 11081-7. 
former Position re, Denning 1308-17. 

Projxwals, Kisrh App. p. 402. 

as Result of Sale of Reverse Councils, Denning 
1309-17, 1372-6, App. p. 43 (2D); Blackett 
10480-9. 

and Sale of Reverse Councils, proceedings and 
results, Kisch 10843-6, 10848, 11081-3, App. p. 
489-02; Aiyar App. p. 344 (4). 

Scarcity of credit as result, question of remedy, 
Kisch 11001-6. 

Statutory obligation advocated, Guhbay 12400-3, 
12514-6. * 

satisfactory System of, important, Kisch 10857. 
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Currenoy — continued . 

Contraction and expansion : 

Sec also Increase below . 

Automatic : 

Absence of, in pre-war system, Market t s, !0, 
240-8, 206-8; Jilin! nagar, 2583-9, 2597-007, 
App. p. 104; II ad in, Joshi , 1220-0, App. 
p. .100 (20); Bulbrishna , 5100-5; Ban 7258- 
00, App. p. 207 (5); Sarkar , 0100-10, 0*212-0; 
Denning App. p. 12 (2D); Vakil App. pp. 
170-7, 179; Bengal Chamber of Commera: 
App. p. 277; Shahani App. p. I0H ( la, b). 
not Agreed to, Madun 9545-52. 

Instability of internal prices caused by, Wadia, 
Joshi 1210-20. App. pp. I HO 00. 
possiblu Arrangements for, Me Walter* 820-10. 
by Combination of gold standard and paper 
currency nerves, question of, liana 2120-22; 
Vakil 2002-5. 

under ftold exchange standard, /lasu, 2047-55, 
App. p. HI. 

Absence of, Iialkrishna 5100-5; Han 7258-00, 
App. p. 207 (5). 

under (inld exchange* standard, equal to system 
under gold standard, Kisch 1107H-S0, App. 
p. 470 (D). 

under fluid standard, Joshi 1220; liamaiya App. 

p. 207; Shahani App. p. 100. 

Importance of, liana 2121; ('habUtni App. p. 08. 
under proposed Internal imml exchange standard. 
Market i 10422. 

Moans of, Denning 1270-7, 1207, 1255-05; Basil 
1080-07, 2001-88 ; Bhatuagar 2572; JoM 
•1220; Blackett 0080; ('asset. App. p. 005. 
Provided fur, in pre-war days if system properly 
operated. Mad on 2545-52. 

Stabilisation in terms (»f gold bullion advocated 
as means and sclieme of, ('hablani 2200. 
2178, 2100-500, 2505-11, App. p. 05 -0. 
by Imperial Dank neeording to balance of Irnde. 

proposal, liamaiya 8-150-02, \pp. p. 202-4. 
proposed Measures for, bv National Currency I’oard 
by variation of paper currency i n vest ti wilt s, 
Cyan ('hand 9002-0. 

possible Methods, Bombay C ham her of Commerce 
App. p. 142 (24). 

Pre-war sy^litu, Vakil App. pp. 170-7. 

Problem, Bhat nagar App. p. 101. 

Provision for, by free coinage of silver, scheme, 
at varying rate of seigniorage, Oil an Chand 
2907-74, App. 127 8, 124. 

Control and management : 

bv Authorities in Imlia necessary, Chi In in, App. p. 
299. 

sin mid be Oovormnont function, Howie 11840-5, 
12145, App. p. 507 (2). 

fiovernriient participation in, should be reduced to 
• minimum and authorities themselves would 
probably whh for, (Subbay 12205, 12528-17, 
App. p. 509 (2). 

National Currency Hoard, see that title. 

Crisis 1017-18, Khaitan 8191. 

Demand : 

normal Average annual demand for fresh currency, 
Kindi App. ]). 470 ((r). 

Decreasing, Dalai 4901. 

constant. Increase, suitieipated, Brunyatr 11404. 

V. fleet of tlie war, Wilson App. pp. 570-7. 

Emergency, provision of : 

1922-24, measures, Kisch App. p. 440 (9). 
no Additional currency shopld be issued not covered 
bv nctual tender of gold coin or bullion in 
iffciia and /or Eond«»n enriuarked f««r shipment 
tn^rndia, Niroll 19890-910. 12912. 12017 00. 
11078; British Krehmu/r Hanks App. p. 511 
(4). 

Advantage of gold standard over gold exchange 
standard from point of view of, Joshi, Wadia- 
4270.8, 4275-81, App. pp. 190. 192. 

would be Automatic if effective gnld reserve for 

noto issue established. Howie 11895 11, App. 
p. 50ft (16). 

should he Available sn as to preven t Dank rate 
under normal conditions rising above 7 per 
cent., Burma India Chamber of Commerce 

App. p. 876. 


Cumnoy— continued. 

Emergency, provision of- -continued. 

Dahingtoii-Smith Committee recommendation. 
Kisch App. p. 445 (9) note. 

Hanking control of, desirable, liau 7201-7. 

in Hanking crises, proposals, Mad on App. pp. 105-0: 
Marwari Chamber of Commerce App. p. 2-15 
(22); Indian t'haniber of Commerce App. pp. 
291-2 (20). 

by Hanks by import and export of gold, possibility, 
Indian Chamber of Commerce App. p. 291 
( 20 ). 

against Hills of exchange . .r lmndis ; 

against Accommodation lmndis objected to. 
Sarkar 9220-10. 

1 bdiington-Smitb Committee's reeommenda- 
li<.iiv. Mr Walters App. pp. 19-20 (20). 

Cash credits as Trade hills, Vatet 5999-0005; 
Mar rag 9050-8. 

Criticism, liowir 11901-7, 11911-9, 120HH-210H. 
12129-21, 12112-1, 12170-202, App. p. 509 
(19); liubbmi 1 2228 10. 12211-5, 12272 95, 
App. p. 510 (8). 

Development, proposals, Junnarkar App. p. 2.95 

( 8 ). 

Difficulties of working. Market t 299, 20-1-0; 
Denning 995. 

Dilliciilly in finding sufficient quantity and 
proposed reduction of -damp duty on, to 
encourage, Murray 9050-00, p. 480 (10). 

Discounting by ImptMial Hank suggested as 
measure if necessary, Crantham , Brent , 
2400-2, 2429-49; Bombay ('hnmbcr of ('onl- 
ine rce App. p. 142 (24). 

Encouragement of system of trade hills, proposal, 
C ami, be It 7729-27. 7824-15; Bengal Chamber 
of ('am merer App. p 282. 

rio 1 Hindis should lie accepfed save those at 
present put in by Imperial Hank, Karachi 
Chamber of Commerce App. p. 282 (8). 

Imperial Hank campaign to populari -e hill* and 
lmndis propo-cd, Junnarkar App. p. 295 (8). 

Imperial Hank might be empowered to extend 
discounting of first, class mercantile bills to 
larger extent. HYir/trf App. p. 289 (H). 

alleged Loss to Hank, Denning 990. 

Percentage of note circulation, would be approved 
and 10 per cent, should pmhaliU be 
maximum, Denning, 1020 7. 

Power, Mr Watters 700.1. 

Power to rruperial Hank to issue notes to fixed 
maximum figure against reliable bills of 
exchange and against lmndis discounted by 
reliable banks, proposal, Marwari Chamber of 

. Commerce App. p. 215 (22). 

Power k> issue additional 7 (Tores proposed 
Valet 5088-92, 5990-8. 

Procedure for, and working of, Blackett 5; 
McWatters, App. pp. 19-21, 25-0; Hhalnagar 
App. p. 104. 

Proposal re, Indian Chamber of Commerce App. 
p. 291 (20). 

present Provisions satisfactory, K. Vremehand , 
1002-2, App. p. 201 (8). 

Provi-ious considered unnecessary, \icoll 
12908 10. 

lb discounting of bills by Imperial Hank and 
Currency Department, scheme. Mad on 

2787 801. 

lb discounting bv Imperial Hank, proposals. 
Crantham, ' Brent 2298-102, 2429-19; 

Bombay Chamber of Commerce App. p. 112 
(21): Dalai App. p. 200 (24); Bengal Chamber 
nf Commerce App. p. 280; Shah App. p. 222 
(73). 

Safeguards necessary with regard to bund is, 
n \Varha App. p. 28 9 (Ha). 

Stamp duty, abrogation suggested to extend use 
of trade hills Campbell 7730; Bengal ('ham her 
of C ommerec App. p. 282. 

Stamp duties oij lmndis, reimbursement of cost 
by ftovernment, Denning 990-7. 

Statistic"*, October 1923 to September 1925 
Denning App. p]?. 62, 64. 
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Cumnoy ■ --continued. 

Emergency, provision of — cunlinutd. 
against Hills of exchange nr Imndis — continued. 

SiiDicien.-v of trade bills doubted, and question 
of possibilits <»f ine-nasing tiubha y 12839-40, 
12372-95, 12400 502 f 12500. I2500*-9<I. 

against Trade* hills nnlv, approval, Brunyate 
111124. 

against Bona fide trade hills and trade pro-notes 
advocated, Dalai App. p. 200 (24). 
against. Cash credit accounts, consideration pro- 
posed, Junnarkar App. p. 395 (8). 
against Commercial hills : 

Approved unci might hr extended. Balltrishna 
Npp. p. 220. 

Proposal, Amhedkar 010ft, App. p. 230. 

Preferable to adopting trade lulls as part of l. >lnl 
noli* issue, ladon 3782-801 , App. pp. 105. 
100, 172. 

proposed (Conditions, Pochkhauawala App. p. 3ft0. 
llefeet s in working should he removed, Campbell 
7728-37; Bengal Chamber of Commerce App. 
p. 282 (ft). 

Di -.crimination against, Indians, complaint made by 
some members of Indian Chamber of Com- 
merce, Khaitan 8102-202; Indian Chamber nf 
Commerce App. p. 201 (20). 

H fleet ive f raider of funds hid, ween three Head 
Cilices of Hank should he arranged, Chitnin 
App. pp. 400-1. 

Extension of fiduciary issue, proposal, Amhedkar 
0108-11, 0254. 

hv Cold import, proposal. Oubluu /, 12341-3, 12340, 
12307-0, 12303-0, App. p. 510 (8). 
limler (Sold standard, lihu-lrrlt 175-81; Uanerjea 
fiOlfJ-3, App. p. 255 (22). 

Government should provide sufficient. currency to 
prevent undue stringency, Sclhna App. p. 407. 
against Government of India securities purchased 
in stock market, proposal, hut issue against 
hills of exchange preferred, dev on* 9340-4, 
0305-8, App. p. 342 (15). 

Imperial Hank constituted as State Hank should 
have power to issue and adopt methods to 
mitigate stringency due to seasonal demands, 
/his App. p. 414 (8). 

against Inland or foreign hills of exchange, 
proposal, Forrester App. p. 307. 

Issue «>f currency against, sterling securities under 
Paper Currency Ant, subsequent contraction 
necessary, Karachi Chamber of Commerce App. 
p. 383 (8). 

by Importation of loanable capital, proposal, lioivie 
11890-10, 11947, 12135-44, 12101-202, App. 
pp. 508-9 (10-19). 

Improvement of system, question of method, 
Denning 998-1001, App. p. 02. 

Limit, Government might from time, to time raise 
limit by executive order in ease of severe 
mi met ary stringency, Wacha App. p. 389 (8). 
Means of, and proposals, Ba*u 2071-2; Chablani , 
2509.14; Patel 5810-12; Murray 0001-5; 
Denning App. pp. 02, 03, 04; Indian Mer- 
chants' Chamber App. p. 100 (viii); Chitni* 
App. pp. 400, 405 (v), 405-0 (viii). 

Methods, criticism, Campbell 7728 - 87 . 

Minting of gold imported one means of, Uanerjea 
0010-3; App. p. 255 (22). 

to moot Money Market panic, provision proposed, 
Madon App. p. 108 (23); Bo trie Ann. p. 500 
( 18 ). 

Need for, Madon App. pp. 104-5. 
if Note issue transferred to Imperial Hank, 
McW after* 810-3; Denning App. pp. 02 , 03, 04. 
Notes issued to Imperial Hank against enmmereial 
paper in Paper Currency Reserve, proposal. 
Shah ani App. p. 411 (5). 

Percentage of note issue advocated, Madon App. 
p. 107 (22);/nduM Merchants' Chamber App. 
p. 199 (viii); Burma Jndia Chamber of 
Commerce App. p. 878, 


Currency — continued. 

Emergency, provision of— continued. 

Power to hank to isauo notes by paying tax of 5 or 
0 per cent, to Government on uncovered excess 
issue, proposal, Chitnia App. p. 400, 405 (v), 
400 (viii). 

Power to Imperial Hank to borrow from Issue 
Department against securities in case of acute 
stringency, proposal, Bengal National Chamber 
of Commerce, App. p. 838 (8). 

Present, system preferred to fiat percentage, 
Bradbury 14342-3. 

Principle to be observed, Banrrjca App. p. 255 (22). 

Procedure for, and working of, Blackett 5; 
McW after* App. pp. 19-21. 

Provision for, Ki*ch App. pp. 445-0 (9). 

Provisions considered satisfactory, Bengal Chamber 
of Commerce App. p. 282: Burma India 
Chamber of Commerce App. p. 37ft; Karachi 
Chamber of Commerce App. p. 8R3 (ft); Shan an i 
App. p. 412 (ft); Webb App. p. 592. 

Purchase of trade bills by Imperial Bank at. 
beginning of season and sale at end, proposal, 
Indian Chamber nf Commerce , App. p. 291 (20). 

Raising of, from 20 Rs. crores, from time to time 
will he necessary, Dalai App. p. 200 (24). 

Rato of interest on, Madon App. p. 108 (24). 

Rediscounting system among banks should be 
encouraged, Pochkhauawala , App. p. 380. 

Rediscounting of eertain classes of approved paper 
hv Imperial Hank, proposal, Chitnia App. 
p'. 400. 

by Regulation of the Hank rnto, proposal, Bowie 
11890-10, 11017-2112. 12135.44. 12150-202, 

12253-02, App. pp. 508.0 (10-10). 

for Rs 20 crores advoeated, Dalai App. p. 200 (24). 

Seasonal extension of batik's advances, proposal. 
Cass cl App. p. 005. 

Sensi.ua! issues and withdrawals 1020 to 1923. 
Me Walter* App. p. 1R (17). 

no Special measures required when rupee stabilised, 
K Prrmrhand App. p. 201 (ft). 

Special provision for, not necessary with gold 
standard and gold currency, Sarkar 91 07 -ft. 
0235; Brnyal National Chamber nf Commcrcr , 
A op. p. 339 (15). 

Special provision for, no great necessity with intro, 
d notion of gold standard. Patel 5084-7, App. 
p. 234. 

10 per cent, of note issue advocated, Karachi Indian 
Merchants' Association . App. p. 385; Pnrh- 
khanawala App. p. 380; Forrester App. p. 397. 

against. Trade hills, see Hills of exchange or luindis 
a bo re. 

12 crore limit, extension desirable. Ban 7207. 

Functions of, Bhatnagar , App. pp. 102-8; Wrhh App. 
p. 5ftft. 

Government’s functions, Wehb App. pp. 5flfl-9. 

Ideal system, gold notes in circulation and all forms 
of currency convertible into gold, Gregory 12887- 
91. 

Increase : 

See also Contraction and Expansion above. 

Increase in prices at first, but ultimate stabilisa- 
tion, Patel 5005-22. 

Increased prices ns result, Shahani App. p. 408 
(4a). 

System should bo operative on English price levels, 
Hamilton 10072-86. 

Interference by Tndia Office should be as little as 
possible, Wacha App. p. 3ft9 (9). 

Tssue only against gold advocated, Madon 4442-4, 
4452; Indian Merchant*' Chamber App. p. 197 
(18). " P 

Tssiio of, only against increase in gold reserve, opinion 
re proposal and possible effect, Blackett 10190- 
200 , 

“ Managed ” system, not advocated, Chitnia App. 
p. 402. 1 * 

Management necessary to certain extent in every 
system. Aiyar 97ftfi-91 ; Hamilton 10559-70. 
p. 530 (5), App. pp. 359 (4c); Keynes 12982-0; 
Kiach App. p. 470. 

Manipulation, objection to power of, Wilson App. 
p. 587. r 
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Cumnoy — continued. 

Notes and silver rupees convertible into free gold 
bullion, desirable, Punjab Chamber of Commerce 
App. p. 429. 

Over- issue : 

Wadia, Joshi App. p. 190; Wilson App. pp. 580, 
587. 

uml Filed on print's. Vakil 3898-901 App. pp. 177, 
171); Cyan ('hand App. pp. 110-7. 

Possibility under present system uml question of 
remedy, Vakil 3000-13, App. p. 170. 

Policy and system : 

after Abandonment of uttempt ut stubilisutinii 
lilackctt 5-7; MeA\ atters, 603, App. pp. 18- 

al'ter I lubington-Kmitli (.'ommittcc, criticism, 
Hhatnayar 2711-13. 

bliould be Rased on di-iinite legul t liucluiculs, 
lihatnagar 2728-32. 

lireak down of, during the war, Khaitun 8040-8. 

would have Pm ken down during tlie war even with 
gold standard, Me Watters 800-71. 

Cliumberluin Commission Report, coinnientH by 
Secretary of State for India, 1914, App. p. 018 

W* 

Confidence in, dependent on legal and real values 
of token currency being the suine, Hanthiya 
8499-523; Marwari Trades Association , App. 
p. 300 (5). 

Confidence in, on part of people, desirable, Huberts 
15219-21. • 

Consolidating Legislation, need for, Shah, App. 
p. 314 (A). 

proposed Consolidation Act, repeal or modification, 
proposed impossibility without legislative 
enactment, tihali 8Y55-0, 9072-5, App. p. 314 
(*). 

Control : 

by Government, objection to, Hinder It 209. 
from Loudon must cease, Das, App. pp. 412-3 (1). 
by Secretary of State : 

should be Abolished, Cyan Chand, App. 
pp. 134-5. 

Objection to, Ualkrishna App. pp. 224-5. 

Trans ter to Indian Oovernineiit advocated, 
Manvari Chamber of Commerce App. pp. 
245-0. 

Criticism, J . .1. \\ adia 5308, 5129-35, 5*137, 5170-9, 
5485, App. pp. 229-30; Indian Merchants' 
Chamber , App. p. 190. 

Criticism of pre-war, Hamaiya 8427-35, App. p. 293. 

Delects, Me Wallers 821-40; Has u 1907, App. pp. 
98-9; Madon 3552-4, 3500-3, 3505- < ; 1 uLil 

3898-928, 4071-7, App. pp. 175-9; Khailan 7992- 
8039; Murray 4)704; lilackctt 10005; Denniny 
App, p. 43; Chablani App. pp. 98, 99; Hhahtayur 
App. pp. 103-4; Patel , App. p. 233; Mar wan 
Chamber of Commerce , App. pp. 242 (12), 213 
(10) ; Indian Chamber of Commerce App. pp. 
284-0; Itamaiya App. pp. 294-7. 
largely exaggerated, Blackett 9983. 
possible Remedies, Me Wallers 824-40; Ucnniny 
' App. pp. 44-5. 

Reply to, Madon 3528-52. 

Reply to, and possible remedies, l\isch 10823-5 
App. pp. 408-71. 

Definite well -thought-out policy necessary. 
Hhatnayar App. p. 113. 

Developments since 1920, lunch App. 442-9. 

Distrust of, hugely caused by assumption of 
unnecessary financial obligations by Secretary 
of State, Heed 14711. 

Kffoct on other countries must bo taken into con- 
sideration, Kisch 10857-05. 

Filed of war on, Me Wallers 093. 

Freedom from element, of manipulation desirable, 
lilackctt 9983-8, 10107. 

Future, alternatives, sterling exchange standard, 
gold exchange standard and gold standard, 
Blackett , App. p. 05 (3). 

Gold exchange standard with little or no gold and 
gradual substitution • »f gold standard the best 
system, Xorman 13740, 13740-9, 13794-804, 
14301, 14380-1. 


Currency— continued. 

Policy uml system continued. 

Government of India and Assembly should bo lett 
undisturbed in deciding upuu, lihatlcr, App. 
p. 391 (10). 

Government manipulation possible and remedy, 
Vakil 3900-7, App. pp. 177, 179. 

History of, Blackett 5-; AlcWaltcrs, App. pp. 9-14; 
liasu, App. pp. 8H-9; Madon , App. pp. .115-50; 
Uadia, Joshi , App. pp. 187-8; Indian Chamber 
of Commerce, App. pp. 283-4. 

History of, \ cnkulapatiraju, and criticism of 
policy, App. pp. 257-01. 

ideal system from theorist's point of view, 
Sinha, 7431-0; Hhatnayar , App. p. 101. 

Inherent ditlicuily in connection with linding 
suitable system, Hamaiya 8100*11. 

Inter-dependence with world conditions, Hhatnayar, 
App. p. 102. 

Limitation caused by policy in the past, Hhatnayar , 
App. pp. 100-1. 

us " Managed ” currency, criticism, Hamaiya , App. 
pp. 294-5. 

Memorandum, Blackett, App. pp. 05-71. 

i’upcr currency bucked with gold, the goul, Aiyar 
9892, 9899. 

Political suspicion of management fur benefit of 
Lug lund, Hamaiya 8433-5, App. pp. 298, -u0 
(iii). 

Prejudice of uncducutod population in fuvour of 
system to which accustoined, Hhatnayar 2519- 
21, App. pp. 100-2. 

ut Present, Hau, App. pp. 205-0. 

Present, und extent to which adequate, to require- 
ments, Hnainayar , App. pp. 103-1. 

Tre-war .system, Vakil, App. pp. 175-9. 

Reform, draft act, Shah 8750-9081, App. pp. 311- 
30. 

Regulated system ad located, Cyan Chund 2909 10. 

Requirements, Blackett, 9981-2; Hindi 1UH72; 
Hhatnayar , App. pp. 102-3; Uyan Cliand , App. 
pp. 114-5. 

no Steps should be taken ut present, Keynes 12981- 
2, 13033-4, 13082-4. 

Subjection Lo interests of Loudon Money Market 
must ccusc, Hhatnayar , App. p. 113. 

•Success of, Keynes 12987. 

any System would break down in world war, 
Sprague, 15200-5. 

Undue iiiHueuce exerted by India (Jilico, Uuvha, 
App. p. 380 (l). 

during War, criticism, Shah, App. pp. 318-9. 

during War und post-wur period und mistakes ut, 
Madon, App. pp. 150-0. 

Pre-war, \\ ilstni, App. pp. 575-0. 

Quantity theory of money : Aiyar 9825-30, App. 
p. 304; 

Accepted, Dalai 4812. 

Rejection of, Madon 3078-82 , 3757-9 , 3702-5. App. 
pp. 109-70. 

Reductions, Me Walters 093. 

possible Redundancy at present, (iabbay 12020. 

Requirements, Shahani , App. p. 409 ( If). 

Reserves, divorcement from bunking res« rves a delect 
of pre-war system, Madon 3505-7. 

Responsibilities of the Si'crclury of Stale fur India in 
Council in relation In, Kisch, I human, App. pp. 
439-42. 

Rupees and notes the most suitable form for iutcrilul 
purposes, Addis 13087. 

Seasonal, see Kimrgenev nboee. 

Settlement of problems, time suitable, for, Sin ha 
7424-H, App. p. 272. 

Statistics, difficulty experienced by lioii-ollicittl 
witnesses, Chablani 2149. 

Slock of legal tender money, total und per beud, 
Wilson, App. pp. 579-80. 

Stringency in busy season in 1924, reason for, Madon , 
App, p. 107 (21). 

Unsatisfactory nature of present, position, Bengal 
Chamber of Commerce, App. p. 277. 
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Currency Exchange Reserve: 

proposed Composition, Uumaiya 8*207-8, App. p. 80*2 

( 12 ) . 

Locution in foreign countries, partly, advocated, 
Uamaiya 8*205-8, App. pp. 801-2 (12). 

Currency Exchange Standard, scheme, Uamaiya 8442- 
61, App. pp. 201-2. 

Currency systems of other countries, Hlackolt 550-07. 

Customs duties, effect of rate of exchange nil, Aiyur 
0840-1, App. p. 850 (14); lilackclt 10451-02, 10518, 
Me Waller* App. p. 017. 

DALAL, PillliOZKSKIAU MERWANJKK: 4780-5000, 
App. pp. 202-0. 

Agriculturists, 4788*01, App. p. 202 (1). 

Currency, 4812, 4001, App. p. 200 (24). 

Exchange, rate of, 4702-828, 4888-00, 4807, 4877, 
4870-82, 40*20-4, J020-2, 4040-0, 4052-00, App. 
pp. 202-5. 

Hoarding, 4827-0. 

Cold : 

in Circulation, 4888-0. 

import, 4824-22, 5001-0, App. p. 202 (5) . 

1 Haile of, 4802-2, 4081-2, App. p. 200 (22). 

Minting ol, App. p. *200 (2). 

Cold currency, 1084-5, App. p. *200 (22). 

Cold exchange standard, 4010. 

Cold standard, 4882-000, 4082-2, 1080-00, App. pp. 
205-0. 

Cold standard reserve, -1884-0. 

Covernineut loans, interest on, 4874-8, 4040, App. 
pp. 204-5. 

Covurmnont remittances, 4014-8, 4050-1, 1070-80, 
4997-5000, App. p. 200 (28) . 

Imperial Bank, 401*2-8, App. p. *205 (10) , p. 200 (208) . 
Inflation, 4874-0. 

Mohurs, App. p. 200 (21). 

Notes, 4011, 4084, App. pp. 205-0. 

Prices, 4812, App. p. 20*2 (1). 

Silver purchases, App. p. 200 (25). 

Trade, liulauee of, 4801-0, 10*25-80, App. p. 208 (4, 
7,8). 

Wages, 4796-8. 

DAS, B., M.L.A., statement, App. pp. 412-4. 

DAWSON, V., C.I.E., memorandum App. pp. 480-12. 
Decimal system, proposal, Shah 8757, App. p. 815 (8). 

Delhi Piece-goods Association, letter from Honorary 
Secretary rc proposed discontinuance of 1 rupee 
note, 1028, McWaltcr* App. 425-0. 

DKNNINC, 11., Controller ol' the Currency : 001-1057, 
Apps. pp. 48-04, 71-2, 75-7. 

Banks, relation of Indian liabilities to Indian assets, 
1051-2. 

Council Bills, 10*28-0, 1087-9. 

Currency : 

t oil t ruction, 12/0-7, 180<-17, .1255-05, App. p. 48 
(2D). 

Seasonal, 998-1001, App. pp. 02, 08, 04. 

System, pp. 48, 44-5. 

new Currency Reserve, 1255-00, 1288-05, 1805-0. 
Exchange : 

Convenience of different rates, 1108-77. 

1/4, 11150-2, 1166-7. 

1 / 8 , 1100 . 

Stabilisation, 1154-8, 1100-7, 180*2, 1808-408, App. 

p. 48 (2C) f p. 54 (10) . 

System, App. p. 43. 

Cold: 

Import, 1400-2. 

in u Reserve, 1217-2U. 

Cold coin, specific, 1015-50, App. p. 50. 

Cold currency, 18*25-54, 1877, 1887-00, 1400, App. 
p. 55. 

Cold exchange standard, 1*210-16, 1*221-805, 1282-47, 
1250-9, 1647, App. p. 44 (45), App. pp. 52-8. 

Cold stiiindurd, 1378-W, 1400-11, 1426, 1430-47, 1473-7, 
1482-510, 15*20-51, 1595-8, 1640, App. pp. 43-50, 
56-60. 

Cold standard reserve, 1255-60, 1308, 1448-68, App. 
p. 44 (5) . 


DENNINC, 11., Controller of the Currency — continued. 
Hoarding, 1104-8, 1421-3, 1428-9. 

Imperial Bank: 

Business to he carried on by, 1076-7, 1084-9, App. 
pp. 50-60. 

Cash credits, 005, 100*2-25. 

iioaus to, against hundis, 005-7, 1026-7, App. pp. 
62, 64. 

Notes issued by, 1187, 1178-0, App. p. 51 (4). 
Reserve, pp. 5*2-3, 53-4, 56, 57 , 61-3, 64. 
Responsibility for maintenance of exchange, 1102- 
10, 1110-30, 1144, 115*2-3, App. pp. 51-2, 52-3, 
54-5. 

Supply of funds for Covernineut remittances, 
1042-60, 1071-5, 1000-101, 1114-7, 1140-5, App. 
pp. 53, 57, 58-0. 

Transfer to, of note issue and control of reuorvo, 
1178-9, App. pp. 11-5, 51-64. 

Notes : 

l-rupee, 118*2-5, 1108-208, 1421-5. 

500 Its. and over, 1181, 1104, 1106-7. 

Circulation, App. pp. 60-1, 04. 

Encashment, 1417-20. 

issue, proiit obtained by Coveriinicnt, App. pp. 
71-2. 

Csu of, and popularity, 1180-1, 1884, 1414-0. 

Taper currency reserve, 1432, App. pp. 40 (11), 7*2. 
Trices, 1160, 1162. 

Producers, 1160. 

Reverse Councils, 1300-17, 1372-6, App. pp. 43 (2D), 
75-6. 

Royal Mint, 1644. 

Rupee Redemption Reserve, 1256, 1*270-7, T283-9H, 

1 -'162-5, App. pp. 53-5. 

Rupees : 

Bullion value and lace value, 1201-2, 1306-71, App. 
p. 44 (3). 

Regal tender, limitation, 1201-2, 1204-0, 1278-H2, 
1318-24, App. p. 41 (3), p. 45 (7) , 46 (10), 57 
(13A). 

Linking of, to gold, 1211. 

Silver : 

Export prohibition, 15H2-0I. 

Import duty, 1551-04, 1601-14. App. p. 18 (10). 
Prices, 1368, 1434-47. 

Shortage in treasuries, 1018-20, 1599-000. 
Sovereigns, 1615-29, 1637, lti88-50, App. p. 50. 
Sterling Exchange Standard, 1*211, 1*2*22-5, 1232-5, 
1241-2. 

Sterling purchases, 1028-70, 1078-83, 1146-51. 

Wages and salaries, 1102. 

Discount polioy, Kim-h 11088, App. p. 401. 

Distriot Treasuries, number and competition ol 
Imperial Rank branches, Murray p. 470 (0). 

DlXSlilT, DM ASH ANKER, »vc Joshi, Shivpratup, 
etc., 0201-6198, App. pp. *239-46. 

DUKE, THOMAS, AND CO., MESSRS., LTD., letter 
rc wuges, App. p. 631. 

East India Cotton Association, Ltd., Bombay, letter 
In mi Secretary rc proposed discontinuance of 
1-rupee note, 1923, McWatUrti App. p. 424-5. 

England, see United Kingdom. 

Europe, balance of trade with, 1911-13, Balkribhna App. 

p. 220. 

Exchange, rate of : 

1805-66 ui 1874-75 and 1875-76 to 10*24-25, Uyan 
Chand App. p. 136. 

1911-12 to 1925-26, Kiech App. p. 453. 

1913 to August 1025, Kisch App. p. 448 (12). 

1017 to 1025, lihatnagar App. p. 114. 

1020-1025, monthly, for Calcutta telegraphic Iruusiors 
on London, Mach App. p. 465 (App. V). 
since 19*20, history, Aiyar App. p. 844 (1-4). 

1/4 : 

Achievement and maintenance : 

Maintenance : 

more Easy than higher rate, Shivpratap Joehi 
6281-4, 6486-91; Banerjca 7057-66; Rau 
7409. 
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Exchange, rate of — continued • 

1/4 — continued . 

Achievement and maintenance — continued. 
Maintenance — contin ucd. 

•Possibility of, Sassoon 5061-5. 

Possibility doubted Haul India Section, London 
Chamber oj Commerce App. p. 593. 
Methods, Dalai 48U9-11; Sassoon 5049-52 ; J . A . 
Wadia 5398-404, 5480-2; Patel 5501-004, 
App. p. 232; lianerjeu 0885-8, App. p. 251 
(14j; Banthiya 8733-4; Aiyar 0863-0, App. p. 
354-^i (25-27); Heed 14087-8; Chablani App. 
p. 07; Madnn App. p. 100; lihnitan App. p. 
202 (21); Marwari Trades Association App. 
p. 313 (27); Bengal \ at ion at Chamber oj 
Commerce App. p. 338 (5, 0); Burma India 
Chamber oj Commerce App. p. 377 (5); 
II ilson App. p. 584. 

Cotton industry's uttitude, Blackett 10127-32, 

10538-5. 

and Debasement uf the rupee, arguments fur and 
against, at time of iJuhiugloii-Smith Commis- 
sion, Has a App. pp. 00-1, 02. 

all Dealings between creditor and debtor adjusted 
on busis of, Khaitan 8113-5. 

probable Effects, Denning 1100.2, 1100-7; Chablani 
App. p. 94. 

Effects anticipated : 

Acquisition of gold would be facilitated fnr 
introduction of gold standard, Banthiya 
8053-0, H7i.y.-2; Martvari Trade a Association 
App. pp. 311, 313 (26). 

no importance attached to argument, iSrcyory 
12066-7, App. p. 511 (2). 
on Agricultural indebtedness, Venkata ualiraiu 
7124-5. 

on Agriculturists, Vakil 4031-54, 1134-45; 

Balkrishna 5280-07, App. p. 214; Khaitan 
8153-8; Me Watters App. p. 40; Bhatnayar 
App. p. 112; Aiyar App. pp. 351 (15), 362 
(21); Chitnis App. p. 401. 
on Hankers, Madon 4477. 
on 1 Judge t, Me Wat tern 741-3, App. p. 41. 
on Durden of home charges , Banthiya 8047-52; 

Aiyar 0883-H; Kiseh App. p. 402 (0). 
Competition from foreign countries, especially 
lliiwc with depreciated currencies would be 
met by, Dalai 1700-800, 4811-0, 4867, App. 
p. 202 (4). 

Cost of living would continue on present level fur 
some time, Khaitan 8112. 
on Cotton industry, Sassoon 5038-18; Patel 
5723-50, 5786-90, 5850-62: Lawrence 0700-0, 
6733-H, App. pp. 250-1; Karachi Chamber of 
Commerce App. p. 380 (1). 
on Customs dimes, Blackett 10151-02, 10518; 
Mr Watters App. p. 017. 

t Debtor and creditor, Aiyar App. p. 351 (17). 

Deficit in budget, export duty proposed to make 
up, ./. .1. Wadia 5480. 

on Goverunumt finances, McWattcrs , 770-H, App. 
p. 41 (4); Madon 4510-7; Karachi Chamber 
of Commerce Appu p. 370 (1); Chitnis App. 
p. 401 ; Kisch App. p. 102 (0). 
on Holders of gold, Madon 4477, 4478. 

Increased demand for currency might result and 
consequent inflation, Balknshna 5255-8. 
on Land tax burden, Aiyar App. p. 351 (15). 

Loss in disposal of silver would be averted by, 
Banthiya 8902-9; Marwari Trades Associa- 
tion , App. p. 800 (Jl). 

Lush to Government would be balunccd by pros- 
perity of India, in year or two, Patel 5676- 

88. 

Puorer classes will not be injured by, Mehta 
6640-9. 

on Population generally, Bhatnayar , App. p. 112; 
Karachi Chamber oj Commerce , App. p. 370 
(1); Chitnis , App. p. 401. 
on Price of silver, Khaitan 8180. 
on Prices, Dcnniny 1162; Sassoon 5114-5; 

Kamaiya 8310; Chahlani App. p. 04. 
on Protection of industries, Madon 4514-5. 
on Provincial contributions, McW utters, App. 
p. 41. 


Exchange, rate of— continued. 

1/4 — contin tied. 

Effects anticipat'd- continued. 
would Deduce cost of gold standard but not a 
fair procedure, Blackett 10463-77. 
and consequent Disc of prices would be beneficial 
to country, Vcnkatapatiraju 7100-23, 7144- 
til. 7172-8, 7198-200. 
on Taxation, Blackett 10451. 
mi Trade and industry, Vakil 4631-51: Madon 
1177; Aiyar , 0753, 0855: Bhatnayar , App. p. 
112; Chitnis , App. p. 401; Kisch , App. 
p. 462 (H, 10); Cast India Section , London 
Chamber of Commerce , App. p. 503. 
on Wages, Dcnniny 1162; Dalai 4813; Sassoon 
5053-1, 5111-2; J. A. Wadia 5507-14; J ecu ns 
0185-6; Kisch App. p. 462 (8). 
with Gold currency, gold would return from boards 
to mint lor coinage, Shinpratap Joshi 6333-41, 
0419-25, App. p. 162 (11). 
no Immediate possibility uf, Sinha 7406, 7554, 
App. p. 274 (13). 

Maintenance, failure of Government, Kamaiya 
8251-60, App. p. 203 (J), p. 204 (2). 

Objections to, Karachi Chamber of Commerce , 
App. pp. 370-80 (1), 382 (6). 
increased Prices as result of, distinction from 
ordinary inflation, Aiyar 0855-0, 0862-7. 
ltcusoiis for, 1800, (■ hand , App. p. 123. 

Preferable but not advocated lest introduction ot 
gold stuudard delayed, Mehta 0630-40. 
Restoration : 

Adxocuted, Khaitan 8112-5, 8153-8, App. p. 202 
(21); Indian Chamber of Commerce , App. pp. 
288-0; Karachi Indian Men hauls' Associa- 
tion, App. p. 384. 

Advocated by all exporting linns, Lawrence 
6730-2. 

Adxocuted with gold currency, J. .1. Wadia 6385, 
5306-7, 5136, 5482-4, 5546, App. p. 230. 
Advocated if gold exchange standard continued 
ami reasons, Vakil 4020-51, 4006-7, 4103-11, 
4134-47, 4165-70, App. pp. 184, 186. 

Dene tits to be derived from, Balkrishna 5241-4, 
5260-70, 5208-0, App. p. 214. 

Disadvantages of, Lawrence 6686-00, App. p. 240; 

Balknshna, App. pp. 213-14. 

Effects, see that title above. 
l’ropuguudu in favour of, difficult hi suppor:, 
Lawiciue 6748-53, App. p. 240 (13). 
would Result from adoption ol gold standurd, 
Balknshna 5245-8, 5253. 

Stabilisation at : 

Advocated* Madon 3810, App. pp. 168-0, 175; 
Wadia, Joslii 1313-61, 4303-7; Dalai 4799- 
823, 4860, 4920-1, App. pp. 202-5; Sassoon 
5036-60, 51 >67-7 1, 5110-6, 5133-1, 5137, 

Balkrishna 5240-52, 6259-00, App. pp. 210, 
213-1; Patel 5586-8, App. pp. 232, 234, 235; 
Stuc pralap Joshi 6208-86, 6426; Baid 0280-7, 
\pp. p. 242 (10); Banerjca 6873-84, 0987- 
7001, 7016-23, 7055-6, App. p. 254; Venkata- 
pat iraja 7080-3, 7127-05; Kau 7408; Kamaiya 
8200-310, App. p. 301; Shah 0076-80; 
Sarkar 0112 30; Aiyar 0852-01, 0010-23, 
0051-3, App. pp. 351-4; Heed 14060-06, 
II i 16.32, 14747-57, 14775-00, 11805-17, App. 
p. 545 (2); Bombay Milluwncrs' Association , 
App. pp. 207, 208; Marwari Chamber of 
Commerce, App. p. 242; Chakracarti, App. 
p. 233; Marwari Trades Association , App. 
pp. 311-3; Bengal National Chamber of 
Commerce, App. pp. 336-7 (1), 337 (4); 
Burma Chamber of Commerce, App. pp. 370- 
7 (4, 5); Pochkhanawala , App. p. 386; 
Bhalter , App. pp. 390 (5), 301 (10); Das, 
App. p. 413 (2, 3); Cassel, App. pp. 602-3, 
604. 

Advocated in 1023, II ilson, App. p. 584. 
Advocated us aim, Chablani , App. pp. 07, 08. 
Advocated, and disturbance not likely to lie 
important, Madon, 4474-8, 4509-17; Indian 
Merchant *' Chamber, App. p. 197 (9). 
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Exchange, rate of— continued. 

1/4 continued . 

Stabilisation at — continued. 

Ah' v oca ted, other ratio would be deliberate 
violation oi old cun tracts, Banthiya, 802 3-32, 
8742; Marwari Trades Association, App. 
p. dll 121). 

ii"l Advucatcu, Kindi, App. pp. 461-3 (7-12). 
Contractual obJigutiouH on basis oi, Heed , 1467'J- 
80, 11600, 14780-8, App. p. did (2). 

Lxlru rs. 3 crorcs required bo meet home charges 
should bu met by economy or taxation, Omul, 
4833-0, 4060-0, App. p. 2Ud (0). 
with Cold currency, curtain disturbances possible, 
Patel t 6008-700. 

liiiniudiateJy, advocated, Sassoon, 6116. 
importers could keep exchange covered, iJalal , 
4881-2, App. p. 20b (lb). 

Objections to, M. Pro me hand, 4o84-ll8. 

Transition should bu step by step, Dalai, 48i9-82, 
App. p. 20ft (1ft). 

btubilisutiuu oi prices would ultimately result 
from, by introduction oi gold currency and 
judicious sale of Council Hills, Patel, 5605- 
622, 6821. 

above .1/1, inequity oi, argument nut agreed with, 
(iyun Chand , 2076-7, App. p. 122-6. 

Reply to, Dalai, 4020-2. 

Us. 14, suggestion, 11 ilson, App. p. 687. 

1/ft: 

Advocated during transition to gold standard, 
Sinha, 7487-06, 7407-517, 7531-0, 7662-5, App. 
pp. 274, 276. 

Method of achieving, Sinha , App. p. 271 (14). 

I, I and 1/6, mean between: 

(Yitiewn uf proposal, lilac lull , lUftl0-20. 

Proposal, Am bed kar , 6101-0, 6118, 6141-206, 6218- 
dft, App. p. 238. 

Lower than 1/6, argument for, in connection with 
demand for gold, opinion re, Addis , 13737, 14430- 
48. 

1/6: 

Adjustment of prices to, M . Prcrnckand , 4700; 
Shir prat up Joshi, 6203, 620ft; Itrunyate , 11305- 
6; Urey ory , 12001-4; Karachi Chamber of Com- 
merce, App. p. 370 (i); Hitch, App. pp. 462 (8), 
463 (11). 

nut Complete, Vakil, 4146-7; Dalai, 4845-60; 
J. -i. Wadia, 5567-71; Patel, 0010-24; 
Lawrence, 6742-4; lianerjea, 6873-5, 6880-3, 
6005-7; Venkatapatiraju, 7104; Sinha, 7402, 
7608-17, 7510, 7686-600; Khaitan, 8086-9, 
8144-53; Sarkar, Ollft-8, 0122-30; Aiyar, 0861, 
0862, 0880-01; Addin, 14407-503; Madun, 
App. p. 171. 

Kxlunt tu which complete, Me Walters, 747-8; 
Jevons, 0275-8, 0325-8, 0420-30, 0481-5, 
0504-8; Blackett, 10424-6, 10435-47. 
probably Fairly complete, Campbell, 7648-62, 
7781-03; Keynes, 13130. 

Profits made by merchants mul middlemen not 
udj usted to, Lawrence , 6745-7, App. p. 240 
(11). 

Advocated during transition period, but 1/4 
preferable if not a hindrance to introduction of 
gold standard, Mehta, 6557-63, 6601-7, 6630-49, 
App. p. 247, 

Lffocts : 

on Agriculturists, Blackett, 79-83; Paid, Shiv- 
prutap Joshi , 6287, 6298-302; Mehta , 6633; 
Khaitan, 8058, 8075; Banthiya , 8633-44, 
8738-8; .lipar, 0850-1, App. pp. 351 (1ft), 
352 (2J); Balkrishna , App, p. 213; Marwari 
Trades Association , App. p. 312 (24); 

Bombay MMowhvts' Association, App. p. 
209; Lawrence y App. p. 251 (23). 

Bud effects of, Paid, 6291; Shivpratap Joshi, 
6296; Indian Chamber of Commerce, App. 
pp. 288-9. 

Beneficial and adverse effects of, Balkrishna App. 
pp. 212-3. 

lhirden of foreign debt would be increased by, 
Dalai 4930-3, 4943-6, 4052-65. 
on Burden of home charges, Banthiya 8645-6; 
Bhatnayar App. p. 112; Balkrishna App. p. 
212; Marwari Trades Association App. p. 818. 


Exchange, rate of— continued. 

1/6 — continued. 

Lilec Is — continued . 

on Cotton industry, Basso on 5016-34; J . .1. 
Madia 5552-0; Patel 5/17-50, 5066-81; Baid 
6203; J coons 92/0-81, App. p. 340 (8), 
Blackett 10420; Bombay Millo tenors' Associa- 
tion App. p. 200; Lawrence App. pp. 250-1; 
Aiyar App. pp. 352 (21), 353 (22). 
on Debtor and creditor, Aiyar 0851, App. p. 351 
(17 ; Mc\\ utters App. p. 40. 
on Debtors, with contractual obligations 
injurious, Khaitan 8058-74, 8207-9; Indian 
Chamber of Commerce App. p. 285 (6). 
Demuud lor gold will be. little affected when rate 
accepted as ueeoinplibhod fact, British 
JBchange Banks, App. p. 644 (7). 
mi Baud tux burden, Aiyar App. p. 351 (15). 
Minimised by tariffs, Campbell 7/04-801; Bengal 
Chamber of Commerce App. p. 279. 
on Mining industry, Khaitan 80/6. 
on T reducers, J. A. Wadia, 5515-6, . 5523-6; 
Khaitan 8076. 

increased Burden on Taxpayer, Aiyar 0654 , 0883, 
App. p. 361 (17). 

on Trade and industry, Paid 6287; Shivpratap 
Joshi 6208; Mehta 6633; Khaitan 8076; 
Balkrishna App. p. 212; Patel App. p. 232; 
Marwari Trades Association App. p. 313; 
Aiyar App. pp. 351 (16), 353 (22). 
on Wages, J ecu ns 9485; Balkrishna App. p. 213. 
l' ixing oi, October 1924 : 

Criticism, Dalai 4857-0; liau 7278-80. 
and Reason lor, Blackett 133, 142-4, 162-11, 
10421-4; Me Wallers 603, 702-4 , 758 64. 

780-00, App. p. 30 (2), p. 41; Kindi App. pp. 
410-7 (11). 

iToveiniueut action lu prevent rise above, uppruved, 
lin'd 11758-0. 

Maintainability should be examined before being 
made statutory , Caiman 13352. 

Maintenance : 

Continuance doubted, Sinha 7482-6, 7607, 7640-60, 
7554-61, App. p. 274 (12). 

Means of, Jevons App. p. 341 (14); Karachi 
Chamber of Commerce App. p. 381 (4). 
Possibility, Jevons 0322-4, 0402-5, 0510, 9622-3, 
App p. 341 (12); Blackett 10403; Brunyaie 
11404; Nicoll 14054-64. 

Possibility doubted, Heed, 14600-3. 
u Natural rate, Karachi Chamber of Commerce 
App. p. 380 (2). 

not the Natural rate, Khaitan 8085; Banthiya 8740; 
Heed 14675-6, 14800-10; Indian Chamber of 
Commerce App. p. 288-9; Marwari Trades 
«Utfocia/i<m App. p. 31!? (21). 

Peasant’s point oi view, Chakravarti, 7982-4. 
not tho Result of normal and permanent conditions, 
lianerjea, 0873-84, 6987-7601, 7016-23, 7039-40, 
7056, 7065, App. p. 254 (12). 

Uisu to, Bombay Chamber of Commerce, App. 
p. 140. 

IStabilisation at: 

Advantages and disadvantages, Blackett, 120-41. 
Advocated, Blackett, 158-0; 10494-500; Afc- 

Watters, 744-6, 751-64, 768-72, 781-4, 789-97; 
Denning, 1160-6; Phatnagar, 2695-727 , 2783- 
44, App. pp. 111-2; Grantham, Brent, 8456- 
524; K. Premchand , M. Pr cm chand, 4580-604, 
4676, App. p. 200 (2) ; Am bedkar, 6101-0, 6118, 
6141-202, 6218-35, App. p. 238; Campbell , 
7640, 7047-58, 7781-801, 7846-58 , 7871; 
Jevons , 9322-9, 9420-2, 9453-63, 9479-95, 
0504-23, App. p. 341 (11, 12); Hamilton, 
10607, 10731-8, 10740, App. p. 359 (8); 
Brunyate, 11817-9, 11395-404, 11471-2, App. 
pp. 499-500 (14-16) ; Kisch, 11796-886. App. 
pp. 461-3 (7-12); Gregory, 12669, 12896-904, 
App. p. 511 (2); NicoU, 18917-8, 14065-75, 
14082-96; Bombay Chamber of Commerce, 
App. pp. 140-1; Lawrence , App. p. 251 (25); 
Bengal Chamber of Commerce , App. p. 279; 
Karachi Chamber of Commerce, App. pp. 880- 
1 (2, 3); Chitnis , App. pp. 899, 401-2, 403-4 
(II); Iraq Government, App. p. 482; British 
Exchange Banks , App. 644 (7). 
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Exohange, rate of — continued. 

1/0 — continued. 

Stabilisation at — continued. 

Advocated, if exchange stabilised at nil, Keynes 
18124-31 ; Forrester , App. p. 308. 

Arguments for, reply to, Heed , 14775-7. 

Decision should take effect immediately on 
publicntinii of report of Koyal Commission, 
Campbell' 7704-8, 7808-70,' 7874; Hem ,nl 
Chamber of Commerce , App. p. 270. 
not Desired in lloinbay, Lawrence,, 8807. 
probable Effects, Chahlani. App. p. tit. 

Objection to, Dalai' 4702 N, 484 1-80, 1020-2, 
4040-8, App. p. 202-5. 

Possibility of, Lawrence , 8000, App* p. 248 (5) 
(7), 251 (25). 

Protective! measures would bn required for certain 
industries, Sassoon , 5071. 

Question of, Hubhay, 12830. 

Tendency lo replace rupees ii^ hoards by gold 
would incline In lessen, ( Irantham , limit , 

1 3824-7. 

Time nut ripe for, Junnarkar, App. pp. 301 (I), 
302 (8). 

above 1/8, rise to, probable effect on budget, 
McWallers, 740, App. p. 41. 

1/fl : 

certain \d vantage hut. not recommended, Jevons, 
0484-8, App. p. 341 (12). 

Attainment and mainteiirincn, possibility of, Jevons , 
0485 0, App. p. 341 (12). 
not Desirable, Lawrence , App. 251 (25). 
probable Effects, Denning, 1180; Hamilton , 10807. 
10718: Bhatnagar , App. p. 112: .levons , App. 
p. 341 (13). 

might be Possible in future, dependence on 11. S. 

policy, Lawrence , 8757-8, App. p. 251 (25). 
Stabilisation ah, method of, and objection to, 
M. Bremehnnd , 4500-804. 

2/-: 

Criticism, Dalai' App. p. 202 (1); Hamaii/a , App. 
p. 204 (2), 207: Bengal National. Chamber of 
C ammeter , App. p. 838 (1); Burma India 
Chamber of Commerce , App. p. 375 (4): 
IV ihinn, App. p. 487; Cosset , App. p. 803. 
Effect, of, on gold imports, Mr. Watters, 715-7. 

Fixing at, 1020, Kisrh , App. p. 114 (8). 
as Statutory rate : 

Abolition not objected to, Basil, 2110-2. 

Criticism, K Italian, 8080-4; Indian Chamber of 
Commerce, App. p. 2NH (14). 
should be Ileiuoved, Keynes, 13085-0. 

Itcteiition of, effects of, McWallers , 711-17. 

2/- or higher, bad effects of, Vcnkatapaliraju , App. 
p. 280 (35). 

Adjustment of prices, etc. to, period required for, 
* llradb n ry, 1 1318-20. 

should lie Allowed to Ond natural level, Junnarkar, 
App. p. 308 (I). 

will he Automatic under gold standard. Si alia, 7583 4. 
App. 278 (23). 

Average rates, from April 1010 to October 1025, 
Bombay Chamber of Commerce , App. p. 143. 
Changes, see Fluctuations below. 

Considerations re, and striking of average between 
1/1 and 1/8, nearer 1/8 proposed, Amhedkar 
8101-8. 8118, 8141-203, 8218 35, App. p. 238. 
Considerations in eonneetioii with, Han 7300 407, 
Sinlia 7480-1. 7551-3. App. p. 274 (11-13); Jeans 
0158-83, 0488-00, 0511-20, App. p. 341 (12): 
Aiyar *.1842-8, App. pp. 350-4 (15-23); Hamilton 
10742-0: Drmllmrv 11252-3, 14283-0, 11321-10; 
Strong 15170-3, 15585; Sprague 15530-41 : 

C hand , App. pp. 118-0, 125.8; Marwari Chamber 
of Commerce , App. pp. 241-2: Kisrh, App. 
pp. 181-3 (7-12). 

Contracts, period of. M. Bremchand 4757-80. 

Control of : 

from January ,1017. McWallers , App. p. 11-12 

(7a, h). 

Government participation in, should he red need to 
minimum, ilubhaif 12205, App. p. 500 (2) ; 
War ha App. p. 380 (0). 

14846 


Exohange, rate of —continued. 

Control of — continued. 

Measures taken by Government to carry out 
recommendations of Mahington-Smith Ci>m- 
mittcc, Mc]\ utters, App. p. 15 (12). 
by Secretary of State : 

should he Abolished, thjan Cliand , App. pp. 

131-5; Sinha, App. p. 278 (23). 

Objection to, Balkrishna , App. pp. 224-5. 

Convenience of different rates (mm point of view of 
number of rupees to the sovereign and 
aert. tinting, Blackett 132-3, 157 0; McWatters 
751-7; Denning 1188-77; Willis, 1878, 1750-85, 
Blmlnngar 2808, App. p. 112: Aiyar 0875-8; 
llamillon 1 080 1 8; Kisrh, App. p. 183. 

Cniiveiit iniial pi lint, need fur, Blackett 18-22. 

C.iiirse iif, sinee -lamiary 1020, Blackett 5-7: 
Me II alters. Apn. p. 23 (2ii; Bhatnagar. App. 
pp. (ill. 111. 

CiM" : 

of 1007-8, issue of gold during, hoarding of greater 
amount of, (lyan Cliand 2834-8. 
of 1008 0, Bran gate 11327 31, 11335-7. 

Detlulii.iinrv policy, proposal re, Brunyntc 11323-4, 
II 121 30, App. p. 501 (21). 

Defining the rupee as certain weight of standard gold 
proposed, Jevons 0283-7. 0202, 0375, *3178, \pp. 
p. 311(11). 

Dependence mi Guvcrntneiil net ion, Blackett, 17. 

D-'ii-rminatioii of. at present, by hanks, Basil 2005 7. 

Dow iiw aid tendency for 20 \ears before 1803, 
Mr II alters, App. p. 0 (2). 

Effect of: 

see also under particular rales above. 

on Exports and imports, Cyan C baud , App. p. 121 5. 

mi < ii.veruiuent revenue and expenditure. 

Mr II alters, \pp. p. 817. 
mi lii 1 ne charges, Lawrence, \pp, p. 25 1 (21). 
on Wages, Kliailan 8124-43. 

Effect of tile war on, ll'i/sori, \pp. pp. 578 7. 

Falling : 

Di*- in I vantages nt. Lairrrncc 8888 00, App. p. 210. 
Effects: 

mi Agriculturists, K. Bremchand , M. Brem- 
cl, and 4573-5. 4702, App. pp. 100-280; 
llamillon 10807: Bah l, App. p. 231; 
Junnarknr, \pp. p. 302 (2): Shnlunti, App 
p. 107 ill: Chilnis, App. p. 403. 

Denefits derived. J. I. II adia 5351-5, 5358-0, 5;;83. 
Cost of living not affeeted by, Shirpralap Joshi 
8381-408. 

on tiuvemiiient finances, Marwari Chamber of 
Commerce , App. p. 210 (5); Bengal National 
Chamber of Commerce , App. p. 337 (3); 
Shalom i, App. p. 407 (1). 

1 1 pi ai Population, Blackett 70-5. 
mi Prices, Denning 1 182. 

mi Producers, McWallers 788-70: Denning 1180. 
mi Producers of exportable mid exportable com- 
modities, distinction, \iyar *3838-0, 0054 75, 
\pp. 310 (13). 

on Taxation, J. .1. HW/.r 53 88-05: Aiyar 0810-1, 
\ pp. |>. 350 (Ml; Chahlani, \pp. p. 08; 
Chilais, App. p. 403. 

Temporary only, ll'firMi, App. pp. 388-7 (1b). 
on Trade and industry. K. Bremehand , M. Brem- 
rhand 4573 5, 4702, App. pp. 10*3-200; Sarkar 
0111-21; Blackett 10518; Chahlani, App. 
p. 08: Marwari Chamber of Commerce , App. 
p. 240 (5); Lawrence , App. p. 21*3: Banerjru , 
App. p. 252 (3, 4): Bengal National 
Chamber of Commerce , App. p. 337 (3), 
Shahani, App. p. 407 (1): Chilnis, App 
p. 403; Webb, \pp. p. 500. 
on Wages and s ft ] nr jp M , etc., Denning 1182; 
Chilnis App. p. 408; 11V Mi App, p. 5*30. 

Fixing of liigh and low gold points advocated during 
transition period, Bombay Chamber of Commerce , 
App. p. 130 (12). 

Fixing of, in terms of gold: 

See also under Stabilisation below. 

Advantages claimed for, doubt re, Kisrh 10803-5. 
Advocated, Basu 1*308-0, 1017*3; Chahlani 2315 8; 
Herd 14854, App. p. 545 (2): Chilnis App. p. 
403 (II). 

I) 
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Exohinge, rate ot— continued. 

Fixing nf, in terms of gold — continued . 

< onsideriitions in connection with, Mach App. p. 
400-1 (3) -(4). 

Fixing of 1/4 liiul 1/0 gold as lower mid higher ratos, 
suggestion for, us temporary measure, Chablani , 
2245-50, 2289-344, 2349-59, 2507, App. pp. 04, 
07. 

during last. Ten years, conditions would have been 
worse, Kisch 10804, 10837-42. 

Fixing of, in sterling or in gold, lunch 10803-5, 11007- 
77; lirnnyatr 11303-4, App. p. 40H (0). 

Fluctuations : 

Adjustment between internal and external prices, 
III delicti 70. 

Adjustment to, quest ion of time required for, 
Hamilton 1071 1 5. 

Avoidance ot, necessary, Ulackrtl 1H-22. 

Effects, K. Cu m chand 4070-721, 4701-2; Campbell 
7040, 7700-74; Ucnyal Chamber of Commerce 
App. p. 27N. 

on Agriculturists, McWaltcrs 785-8; (Imutham 
Itrn, I 3158-71, 0517; K. Creme hand 1705-7; 
Horn lm if Chamber of Commerce App. p. 140. 
Had, I that na (jar 27IH-27, 27311; Sarkar 0111-21; 
llamaiya App. p. 200; ,1 unnnrhnr . I pp. pp. 
001-2 ( 2 ). 

on long-term Creditor end debtor, Ulackett 77-8. 
External trade, McWaltcrs App. p. 40. 
on Population, Mr Wat tern App. pp. 40-1. 
on Produeers, Mr Wallers App. p. 41. 
only Temporary, Dancrjcn 0787-0. 
only Temporary, with exeeption of forward con- 
tracts, Campbell 7005-0; Uciujal Chamber of 
Commerce , App. p. 278. 

Fluctuations in prices not. un immediate result 
according to official statistics, Uyan C hand 
0010 50, 0OH5-0. 

Fluctuation of prices would be ilem-ft-ted. Cyan 
('hand 2040 0, 2000-4. 

undi-r Cold exeliange system, Shahani App. p. 
408 (C). 

Harm done to industries by, Cochkhanawala , App 
p. 085. 

no Objection t«», (! y an Chand 0000. 

Temporary effect only, though purchasing power 
parity never entirely restored to original posi- 
tion, llamaiya 8270-0, App. p. 200 (4). 

Trade affected by, not by high or low rate, Hast, 
App. p. 78 0, p. 85. 

Foreign exchange control, objection to, Ualkrishnn 
5200 0, 5001-15, App. pp. 210, 215-0. 

if Hold standard introduced, no immediate alteration 
proposed, actual rate of subsidiary importance, 
I aliil 4012-28, 4155-02, 4100-70, App. p. 184. 
High : 

reduced Host of ( ioverniiient remittances ns argu- 
ment for, objected to, Darina India Chamber of 
Commerce App. p. 070 (4c). 

Criticism of Ho\cnunriifi of India policy, J. .1. 
Madia 5008, 5000, 5428, 5400-0, ' 5447-02. 
5574 80, App. pp. 220, 200. 

Effects : 

Adverse mi country as a whole, Hancrjca 0780-92, 
App. p. 250 (7). 

on Agriculturists, .1 mhedkar 0107-81; Aiyar 
0800-12, App. p. 051 (15); Hamah, a App. 

p. 200 (0). 

. on Cotton industry, ./. .1. 1 India 5500-01, 5507-70; 
Cat, -I 5082-0,' 0011 -8; .leans App. p. 040 (8). 
on (iowrnment finances, Y e,i kata pat i raj u 7120; 
Cat el App. p. 201; llamaiya App. p. 200; 
Shahani App. p. 407 (1). 

Foreign competition facilitated, Lawrence App. 
p. 219 (15). 

mi Ih'inc charges, Aiyar App. p. 049 (12). 
on Hand revenue, Aiyar 0800. 
lYrmiiueiit., Hanerjea App. p. 250 (7). 
on Producers, trade and people, Marirari 
f'hamher of Commerce App. p. 241. 

Salaries of (iovernnieiit officials, Aiyar App. 
p. 049 (12). 

nn Trade and industries, Campbell 7802-10, 7901. 
Jerons 9274, App. p. 040 ( 8); Catel App. 
p. 201; llamaiya App. p. 290 (3); Shahani 
App. p. 407 (1). 


Exchange, rate of — continued . 

High- -eon tinned. 

Objections to, Catel App. p. 231. 

Saving in home charges by, would be nn advantage 
if employed in remission of taxation or employ- 
ment in industries, not in increased wasteful 
expenditure, Shah 9065-71, App. p. 020 (18). 

High or low, immaterial, except as regards burden of 
debt and long-term obligations, when industry 
and trade completely adjusted, Aiyar 9793-805, 
App. p. 019 (11). 

High and rising, distinction as regards effects, 
(Jiibbay 12021-2. 

Higher, objection to, Webb App. p. 591. 

History of, from 1870, (lyan Chand App. p. 122. 

Industries should be protected by bounty or pro- 
tection not h\ manipulation of, Sinha 7480-1, 
App. p. 274 (il). 

Interference by India Office should hi* as little as 
possible, Wacha App. p. 389 (9). 

Internal prices not affected by, J. A. Wadia 5511-4. 

I jinking id, to dollar, possible dangers, Kisch 10805. 

Ijow : 

Hold standard easier of adoption, Indian Chamber 
of Commerce App. p. 288 (13). 

Effects, Catel 5813-20; Ambedkar 0107 , 0104, App. 
pp. 23H 9; Marirari Chamber of Commerce App. 
p. 241: Aiyar App. p. 349 (12); Shahani App. 
p. 407 (1)‘ 

Ijowcr, objection to, Mrbh App. p. 591. 

Maintenance or support- : 

1910 to 1914 -ystem, llr unsafe 11325-37. 

( -onsiderations re, Urunyate 11320 3, App. p. 500 
(17-20). 

('o-operution of hunks necessary and suggestions rr, 
Jr eons 9470-5, App. p. 341 (14). 
by External credits as feature of post-war practice 
generally, Uni in, ale 11301-2, App. p. 498 (7). 
Failure in 1920. reason for, II ash forth 7019-28, 
771.2. 

Hold issues for export advocated rut her than grant 
of sterling credits, llruntfalc 11325, 11125-30, 
11157, App. p. 501 ( 4 21(’|. 

under Hold standard, |s»ssibility, Marirari Chamber 
of (\nn merer , App. p. 241 (8). 

Hoveriimeiit should iinnounen intention to buy 
T.Ts. Oj’fld. ready and* forward as far a* 
three mouths ahead, proposal, Forrester, App. 
p. 390. 

by Imperial Hank, see under Imperial Hank, 
by Issue of gold at par, the preferable method. 
Until {, ale, App. p. 198 (8). 
at Lower rate not necessarily easier than at higher 
rate, onlv under certain conditions, Uanerjen , 
7001-0. 

Methods, Uranyatr 11328-38, 11352-4, 11121-30, 
App. p. 501 (21); Uasu, App. p. 87; Dalai, 
App. p. 205 (15); Chihiis , App. p. 401: I Vehb 
App. p. 591. 

Obligation on hank to buy and sell gold (on terms 
which would quote rupee at a discount), 
at prices which would enable bank to replace 
gold drawn from it, question of, Kisch 11053-01. 
Obligation on (Yntral Hank to sell gold at par in 
India or gold exchange at appropriate price, 
proposal, Kisch 11271-81, 11483-0, 11589-5 
11028-30, 11050-61. 

Obligation to supply gold exchange for rupees, 
without limit, proposal, Kisch 10818. 
liesp. Visibility, Uubhay , App. p. 509 (1). 
ltf‘K|Kinsil>ility on imperial Hank, see under 
Imperial Hank. 

Statutory obligation to issue gold at par or gold 
exchange for, at appropriate price at option of 
(ioverniiient, question of, Kisch 11207. 
during Transition period, method, (treyory, 12725- 
35. 

Manipulation, objection to, ami evils of, Dalai, App. 
p. 202 (1); Ualkrishna. App. pp. -224-5: 

Vrnkalapaliraia . App, p. 256, p. 202 (45, 40): 
Covhkhana tenia, App. p. 385. 

Maximum and minimum rates, undertaking to 
maintain, advocated, 7059-00; Uenyal (-hamb'er 
of Commerce , App. p. 279. 

Movements monthly since January 1920, Me Watters, 
App. pp. 33-4. 
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Exohange, rate of— continued. 

Movements since January 10*21, Wilson App. pp. 585-6. 
Movements : 

Kffoct on world pric**^, Kisch, App. pp. 417-0 (12). 
Psychological file tor, Junn arbor , App. p. 1102 (ft 
note). 

“ Natural M rate of, Dalai, 1840-3. App. p. 20ft (7); 

Tianrrjra 6868-72. 

Policy and System : 

from 1017 and criticisms. Madon , App. pp. 150.0. 
1020-21, mistaken, Basu, App. pp. 88 02. 
after Abandonment- of attempt at stabilisation, 
Blackett 5-7, 17. 10H, 115; McWallris 0i»:i, 
App. p. 18, p. 30 (2). 

Approved, Karachi Chamber of Cow merer , App 
pp. 380-1 (2). 

Avoidance of seasonal fluctuations, but. not 
stabilisation, advocated at. present, Addis, 
18722-ft, 14510-55. 

Chamberlain Commission Report, comments l>v 
Secretary of State for India, 1014, \pp. p. 618 
( 2 ). 

Correspondence between Secretary of State and 
Government of India Oetober-November 1024, 
Scptomber-Octobor 1025 and Mnreh 1025. App. 
pp. 624 -3 1. 

Criticism, Ramaiga, App. pp. 203-1; Marirari Trades 
Ax social ion, App. pp. 311 2. 

Defects, Vakil 3W8.02H, App. pp. 175-0; Denning. 

App. p. 1ft; Ramaiga , App. pp. 201-7. 
Developments since 1020, Kisch , App. 142-0. 
Distrust of. largely caused by assumption of 
unnecessary financial obligations bv Secretary 
of State, Rrrd 14711. 

TTistorv. Basu App. pp. 88-0: Indian Chamber of 
Commerce , App. pp. 28ft 4, 285. 

Management from London must cense. Das App. 

pp. 412 3 (1). 

Pre-war : 

See also Gold evcbnnge standard, 
alleged Defects, reply to, and possible remedies, 
Kisch 10823-5, App. pp. 468-71. 

Present |K)sition, Blackett 8-0. 
during War, criticism. Shah App. pp. 318-0. 
Position, January 1023, Wihnn App. pp. 583 4. 
Post-war movements, Wihnn App. pp. 577 8, 582. 
Pre-war, Wihnn App. pp. 575-6. 

Profit to Government, on exchange not. objectionable 
unless result of manipulation for purpose, 
Blackett 10516-7. 

Provisional rate, fixing of, not advoented, Addis 
14543 8. • 

Question or, ltaa 7316, App. p. 271 (VI T). 
Itegiilation to avoid maj* r price changes, proposal, 
Kcgnrs 13002-32, 13085-00. 

Remittances i in m and to India at. definitely fixed 
ruteH, opportunities should be increased, II >55 
App. p. 501 . 

Responsibilities ■ f 1 lie Secretary nf State for India 
in Council in relation to. Ihurson, Kisch App. 
pp. 430-42. 

Rise : 

Arguments against, at time of Hahington -Smith 
Commission, Basu App. pp. 0.1-2, 

I'ifferts : 

on Agriculturist-. Bancrjca 6777-0, 7006-7: 

dermis 0452-3, App. |». 311 (12); Bate] App. 
p. 231; Ramaiga App. p. 206 (ft): Bengal 
National Chamber of Commerce App. p. 337 
(3); Karachi C hamher of Commerce App. p. 
37H (1); Shahani App. p. 407 (1): Bhaflcr 
App. p. 300 (5); Chifnix App. p. 403. 

Dad effects of. JcrouH 0452-3, App. p. 341 (12), 

( 13 ). 

on Consumers, Bancrjca App. p. 252. 
oil Cost of living, Sllicpratap Jmthi 63H1-406; 
Bancrjca (>778-86. 

cm Creditors and debtors, Bancrjca App. p. 252 
(5). 

on Kxpntts and especially monopoly articles, 
Bancrjca 6770-6, 7025-33, App. p. 252 (3). 
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Exchange, rate of- -continued. 

Rise — contin aed. 

K fleets— continued . 

on Government linane-. BlackiU SI: K. I'icm. 
chand , .)/. Vrcmchand 1571-2, \ pp. p. 100 |C): 
('hahlani App. pp. 06 7; Manrari Chamht r ,a 
Commerce , App. p. 210 (5i; Bamijia \ pp. p. 
252 (5); Ramaiga App. p. 2'*6 (3); Bengal 
National Chamber of I'ommrm App. p. 3.37 
(3); Cliihiis App. p. 103; Shahani Npp. p. 
107(1). 

nil Land icxriiiic, Blackcll 01, 85 100. 
mi Land re’ i iiue, firdniiis and ine.mie lax, emn- 
paiivnii 1 f impnrl aii. e. Aig.ir 0‘GO I. Npp. p. 
350 (lit. 

mi IVpnlat ion, lllackcll 60-0. 

mi l*i ice*.. Dinning 1160; Bam r jin I'T"' 1 5: Ini -a 
App. p. 78; .1 i gar App. p. 35il 1 |3i, 

• >n Producer-, .1/e Wallers 768-70 ; Damian 1160; 

Bancrjca App. p. 252 1 1 . 5). 
nil I’l'iidili’el'S t >1" goods subject and lint subject to 
competition nf imported articles, distinction. 
Aigar 0813 24. 0H:t| -35, 085(1. 005(1, \pp. pp. 
340-50 (13, 15). 

nu Taxation. Chaldaui . App. p. 06. 

Teinpornn mih , H’uc/m. App. pp. 386-7 (1b). 
oil 'Trade and indu-tix, l\. Bicmchand , M. I'leni- 
cliand . 1571 2. ' 1702, \pp. p. 100 ((’); 

Bancrjca , 6777 0, 70*16 7, \pp. p. 252 (3 I); 
Sarkar, 01 1 1-21 ; Basu, \pp. p. 78; Chahlani, 
App. p. 06; Mancaii I'hamln r o\ Com rncrec . 
App. p. 210 (51: / aicrcnci , \pp. p. 210: 

Ramaiga , \pp. p. 206 (3t; Shah . \pp. p. 
320; Boitial National I'hamln r of Commerce, 
\|»p. ]». 337 (3); \ignr, App. pp. 318 0 (lot. 
310-50 (13); Karachi Chamhir of Com mi n c . 
App. p. 378 (It: Cliihiis , \pp. p. 103; 
Shahani , App. p. H >7 (It: \\ rhh, Npp. ■>. |5(». 
Wag. Dalai 1706 8. 

Gradual 1 i , not • ihjrrhd tn. II rhh, \pp. p. 5S0. 
Stability of prices b\, ubj. eti. n (■». Ran 7 m, i’2 I. 
Silver pliers followed b\ , 1010 in 1020 li-jiiri - , 
Shahani , App. pp. 108-0 ( Id). 

Cufairucss tn revenue paxer*. Venknlugahruin 
7072 8, 7165-7. 7201 6. \p;». p. *_»»*■• l. 

Stabilisation : 

See also under Fixing nf ,nhorr. 
at 1/1, sec under 1-4 ahorc. 
at l 6. see under 1/6 ahorc. 
at 1/8, hi r under 1 H ahorc. 

Advantage in encmiragiiig capital inve-fim til in 
India, JeroMH 0271-3, 0100 503, App. p. 3|0 (Ot. 
\«1 vanf ngeniis as regards attracting !• >r» -i u * m capital, 
Lmncncc 6677; Ran 7352-3. 
certain Advantages obtainable, Raicnncr 6673-0, 
App. p. 240 (8). 

Ad \ neat id and desirability nf, RJarl;itl 13-17, 23- 
25; McWallcrs 732 I. \pp. p. 30 f I > ; Bancijca 
7O10 21; Ran 7275-7, 7285 6; Sin ha 7135. 
Campbell 7631-1; Sorman 11383; Bomlm;, 
Milhncni is' Isxorinliou . Ap)>. p. 2(6: Manraii 
Chamber of Trade , Npp. p. 2lo (It: Renan' 

( 'hamher of I 'tan an ret , 278; (In gong. 

App. p. 511 (It; British l\., change Rani..:, App. 
p. 5-11 (7). 

lint Advocated, Indian Merchants' i'liamhii, App. 
p. 108 ( |H) ; Ralkrishna , \pp. p. 212: Kaiachi 
Indian Mi reliant s' Association, Npp. p. 385. 
Nib-ration possible, suggi sf ii in . t'amphill 7620 -30 
Attainment and iiiainteimnce. means i f, Rlarhill 
53 0: Mr Wallers 770-80, App. p. 112; l\. 

Ciemchaml , M. Rrcmchand 1605 11. Npp. p 
200 (4); Campbell, 7617-8, 7655-6; Rushfnrlh 
7610, 7875-82: Ran, Npp. p. 266: Bengal 
Chamber of Commerce , App. p. 270: Madras 
Chamber of Commerce , Npp. p. 373 1 (3. -I); 
Ctnijah Chamber of Commerce , Npp. p. 130. 
•Nutniiintie ; 

Absence of, under pri '-■ell I -.yliiii. and pns-ible 
Remedy, Denning. App. p. 13 (2Ct: Vaki’ 
3008, App. pp. 177, 170. 
under Gold slandrinl sx-Jem, Ran 728.3-1, App. 
p. 271 iVII); Ramaiga, App. p. 208; Wacha, 
App. p. 387 (3); Shahani, App. p. 400. 
Scheme, Denning, App. p. 54 (III). 
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Exchange, rate ot— continued. 

St.i» hi 1 isiition — con t in ued. 

Conditions requisite fur, MrU'aJtrrs, App. p. 39 
(I); Hasu 202/>, 200l»-7, 2133-8; ('hablani 2101, 
2001, 2010-4. 

Connection with world prices and internal prices, 
M ucha, App. p. OHO (la). 

n Convenience hut sacrifice tint justified, J . A. 
Wadi a 5382-0, 5475. 

Decision should take effect ns soon a* possible, 
Henyal National Chamber of Commerce , App. 
p. 007 (4): Madras Chamber of Commerce* 
App. p. 070 (2). 

I h*(*isiuii win mid I tike effect immediately report pub- 
lished, K. Vrrmc.hand , App. p. 21 K) (2). 
Derision should he taken as soon as possible, Patel , 
App. p. 202. 

Desirable lint must he neeoiuplished with minimum 
«>f distiirhaiK'r, /\. Premdiand , M. Prrmrhand 
4. r »70-HO, App. p. 200 (1). 

not Desirable without international rn-nperntion, 
and in present wmld position, Cyan ('hand 
2HH 1-002. 

E.ffecfs : 

on f 'niifideiiee in the rupee, question of, 
Denning 1002, 1008-400. 
on Prices, HI a chill 10, 00. 

Oates of interest in India and abroad would tend 
to approximate, Dalai 4047-0. 

(■old absorption in India in connection with, Kisch, 
App. p. 4fll (/»). 

Hold standard an advantage as regards. Vakil 4148, 
App. p. 185; ./ 1 in/i i , Madia 4250-00; Halkrishna 
5144-54, App. p. 210 (1); Ambedkar 0051-70, 
0208-17, 0200 50 App. p. 205; Madon App. 

p. 108. 

Unld standard would result in, Henyal National 
i'hambcr of Commerce, App. p. 007 (2, 0); 
Karachi Indian Merchants' Association , App. 
p. 085. 

under (hdd standard system, preferable to 
stability under gold exchange system, Rail 
7005. 

at Hifrli and low rates, effects, Marwari ('hamher of 
Commerce App. pp. 240-1. 
ut Higher or lower rate, probable effects on prices 
and the population, Hlackell 00-128. 

Immediate effect must be given to rate when fixed, 
Aiyar App. p. 051 (24). 

Importance, anil eomparisnn with importance, of 
stability of prices, K . Prcmchand , M. 

Prcmchand 4570, App. p. 180(11); Dalai 1877; 
Halkrishna 5000-0, App. pp. 210, 210-2; 

Laierenre 0070, 0724-5, App. pp. 240 (0), 251 
(25); Itaa 7287-8, App. pp. 200-7; Sin ha 
7401-0, App. p. 272 ( 2); Campbell 7001 4, 
7775; Ramaiya 8271-2, App. pp. 205-0; Aiipir 
0780-5, 0702! 0048-9, App. pp. 010-8 (7-1*0); 
Kisch 19872; Keynes 12970; Patel App. pp, 
200-1; firnyal Chamber of Commerce App. 
p. 278; Indian Chamber of Commerce App. 
p. 28<i (7); Henyal National Chamber of Com - 
merer App. p. 007 (2, 0); Jemns App. p. 000 

(0) ; Madras Chamber of Commerce, App. p. 070 

(1) ; Parma India Chamber of Commerce App. 
pp. 075-0 ( Ih); Karachi Chamber of Commerce , 
App. pp. 070-80 ( 1 1 ; Pochkhanauala , App. p. 
085; Madia App. p. 080 (a); Junvarkar , App. 
p. 091 (2); Chilnis App. pp. -It 12. 400; Sethna 
App. p. 400; Shahani , App. p. 107 (1); Punjab 
Chamber of Commerce. App. p. 400; TlVMi, 
App. p. 590. 

Import a nee of, for Iraq, App. p. 402. 
an International problem, ('hablani App. p. 94. 
Memoranda on, McMatters App. pp. 09-40; Kindi 
App. pp. 157-05. 

Metallic reserve should he 100 per cent., (lubbay 
12358-fifi. 
at Present time : 

Advocated, hut disadvantages recognised, Reed 
14052-3, 14804-5, App. p. 545 (1). 
Considerations in connection with, Hamilton 
10000, 11)008-01 , 10708, App. pp. 058-0 (5-7). 
not Ideal time for attempt. Rash forth 7757-00, 
7880-4, Hernial Chamber of Commerce, App. 
pp. 277-8, 279. 


Exchange, rate of— continued. 

Stabilisation — continued. 

at Present film? — continued. 

Suitability, McAVatters 705, 738-9; Denning 
11 5-1-8; 1 1 rant ham 0400-524; Madon 0840-5: 
K. Prcmchand , M. Prcmchand 4500, App 
1 » . 109 (A); Paid 5585, App. p. 200; Aiyar 
0781-2, App. p. 045 (5), (0); Norman 1 0735- 
0. 14508-41 ; Horn bay Chamber of Com- 
merce, App. p. 107 (2); Henyal National 
Chamber of Commerce, App. p. 00ft (1); 
dream, App. p. 000 (2); Madron Chamber 
of Commerce , App. p. 870 (1); Hurma India 
I'hambcr of Commerce, App. p. 07ft (4a); 
Pochkhanairala , App. p. 1185; Madia. App. 
p. OHO (1); Shahani , App. p. 407 (1); 
(Ire gory, App. p. 51 1 (1); llritish Kechanyr 
Hanks, App. p. 514 (7); ('asset, App. 

pp. 002-0. 

t'oiiHdcralioiis in eonnecliun with, Kisch , 
App. pp. 457-01 (2-4). 

Suitability, question of, Kisch 10810-4; Strong 
15474-9, 15505-7; Karachi Chamber of Com- 
merce, App. p. 079-80 (1). 

Umuitabilitv, tlasu 2017-28 , 2104-9, App. pp. 92- 
0, 90. a you (.-band 2884-904, 2900 4 5, 2950-7, 
App. pp. 119-21, 104: Hamilton 10008, 
10008 31. 10050-7, 10701-12, 10734-0, 10750, 
App. pp. 058-9 (5-7); Keynes 12981-2, 

13002; Addis 10724-.*11, 13734-5, 10780-90, 
11088-400, 11197-509; Korresler, App. pp. 
095-0; Punjab Chamber of Commerce, App. 
p. 429; Mrbb, App. pp. 589-90. 590-1; Has* 
India Seel ion, London ( 'bomber of (Urm- 
merre, App. p. 593. 

Kali* must, apply to Ihirma, Forrester, App. p. 305. 

Hate should he that current at time of selection, 
Campbell 7851 5; Rash forth 7050, 7814-5; 
Canaan 10298-802, 10011-52, App. p. 518 (ft); 
Norman 14080-5; Henyal ('hamher of ('am- 
ine ice, App. p. 279. 

lielatimi with stability of prices, llanerjea 0707-9, 
App. p. 252 (21. 

in Sterling, lint advocated, C hablani , App. pp. 04-5. 

Suggested after e.-d-uhlishmenl of Central Bank, 
Strong 1541ft (xx), 15508-71. 

in Term** of gold : 

Advocated, Aiyar, App. p. 050 (15); Cassel, App. 

pp. 002-0. 

lint \dvoeated without further experience, 11 ebb, 
\pp. |>p. 500-1. 

Di-iiahle, if gold and sterling the same, Camp- 
bell 7011-0; Itengal ('hamher of Commerce, 
App. pp. 278-0. 

Internal prices would nnfoinatienlly follow world 
prices. Ran 7258-00. 

Premature at present,, ('hablani 2151-75, 2208j44, 
2001 20. 2041, App. pp. 90-4. 

in Term.-: of gold bullion, ail vantages of, ('hablani, 
App. pp. 95-0. 

I’.K.A. monetary policy in connection with, ques- 
lion of, Hlackelt 10; MvAV alter* 700, App 
p. 09 tl); Denning 1150; Kisch 10N10, App. 
p. 407. 

l T mvi«c while other countries were not on gold 
ha«-is, Hlackelt . 13. 

110 Urgent necessity for, Lairrenrr , App. p. 249 (8). 

should Wait until European prices stabilised, Addis 
1072 1-01 , 13734-5. 10785-90, 14388-408, 

14540-8. 

Statutory fixation of gold import and export, rates 

advocated, Hlackrtt 9989-93, 10024. 

System, see Policy and System above. 

Temporary rate, fixing of ; 

if Adopted should be retained until permanent rate 
fixed, Has a 2041. 

if Adopted, mean rate prevailing during last six or 
twelve months suggested, Hasu 2032-3, 2040. 

not Advocated, Hasu 2029-33, 2038, 2042-fi, 2072-R4, 
2112-5. 

Considerations in connection with, Hasu 2029-31. 

Undertaking, through Imperial Hank, to buy and sell, 

at roles approximately equal to par of exchange, 

proposal, Vakil 0944-8, App. pp. 181, 185, 
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Exchange, rate of —continual. 

Value) of rupee, too high compared with American 
dollar, S Urn mum 5013-5; Hombuij Millomicrs' 
Association, App. p. 207. 

Variation with price ot silver, no objection fmm puint 
of viuw of internal prices, J. A. Wad in 5354, .7355, 
5371, 5370. 

recent Weakness and offer to soli reverse councils. 
Heed l Jli'JO, 14007-0, 1 1710 20, 11750-03, 11820- 
33. 

Exohange Banks : 

Deposits, 1010-23, Kisch , App. 170 ((■). 

Deposits and cash balances, 1010, 1020, lunch , App. 
p. 400. 

Insurance of, against risk of ris,- in exchange. 

Me Watters App. pp. 11-12 (7li). 

Position of, shm:ld In* considered in connection with 
establishment of Central Ikink, Hrnnifnlc 
11430-8, 

Sterling salt's hy, Kisch 1 17:1-1 5, 1 1700 Hi, App. p. 
J83 (0) note. 

Exohange Reserve In India, surest ion, Hasu, App. 
p. HO. 

Financial polloy, must he. controlled hv Government 
of India, not from London, Han 7317, App. p. 272. 

Financial year, Chumhcrluiu Commission recommen- 
dation, comments hy Secretary of State for Indiu, 
1011, App. p. 021 (j) . 

Fisher system: 

not Advocated, Ha a, App. p. 2W. 
as Alternative to gold standard, Amhcdkar 0(173-4 
‘App. p. 230 (3). 

Floating Debt: 

I'lXtinipiished, Kisch , App. p. 1.77 (211); Hlaekett , .7; 
Me Watters, 303. 

Redemption by July 1024, Kisch , App. p. I hi (8). 

Foodgralns, Prices : 

Connection with exchange, question of, Shi t'liralaii 
Joshi 03HM0li, OKU 72. 040.7. 

Increuso above pre-war and eoinparison with prices 
generally, Me Watters, App. pp. 30-10. 

Low in comparison In other prices at. pre-ent, Hlaekett 
1 11-2. 

Foreign eoln, im|mrt restrictions, removal, June 1020, 
Me Watters, App. p. 10 (14). 

Foreign Debt: , 

liurdeii would he decreased by restoration of 1/4 rate 
of exchange, I hi hr is inn, ,72 10-51 . .7202 H, 5208-0. 
Uiirdcn would he increased h\ higher exchange, Dalai 
4030-3, 1043-0, 4052-05. ' 

Durden of, li! tie alTccted hy level ot exchange, ./. A. 
I India 5378-81 , .7387. ' 

FORRKKTKR, J. McK., statement, App. pp. 305-7. 

Fowler Committee, 1898: 

Attitude- re gold currency, Kisch , J0040-K, 11148-53. 
Mistake made hy, Hhal mnjar, App. p. 10H, 

(Quoted re gold in circulation and recommendation of, 
Madon , App. p. 140. 

Recommendations, Wadia , Joshi, App. pp. 1H7, 102; 
Indian Merchants' ■ Chamber, App. p. 100 (8); 
Venhatapatiraju , App. p. 258. 

Lxtent hi which curried out , Venkata fmt irajn , App. 
pp. 258-0. 

References, 0004 , 0110, 0128-0, 11017-21, 11007-72, 
14086-05, 14054, App. pp. 242 (13), MW, 300, 312, 
313, 315 (11), 381, 300 (7,, 402. 

France: 

Currency system and position, Hlm-kell .758; Kisch 

10002-3. 

l’rices, sec that title. 

GENNINGS, J. F., J.P., Acting Director, Labour 
Office, Bombay. 

Agricultural wages, App.pp. 363-73. 
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Genoa Conference : 

RccMiiimciiduttoii-s sec Internal ii mat Kxchangc 

Standard. 

Reference, Laivrence , App. p. 248 (3). 

Germany : 

Gold absorption and position, Hradhunj , 14207, 11210; 

Stnnnj, N/mn/ur 15.720 3.7, 

Gold eiirreliey |m > 11 , Kisch 10003. 

Gold reserves, Huberts App. p. 540. 

Gold standard, adaption of, and rc'-ulL-, Hamilton 
10750-8; (irejonj 12701-2, 12875, App. p. 514 '0); 
Addis 13810-23; Hollander 15232 (v); Monjan, 
App. p. 000. 

Prices, see that title. 

GllOSK, .1., see Sarkar, Nalini Itaujan and Glm e, J.. 
0082-0248, App. pp. 330-0. 

Gold: 

see also Gold Currency and Sovereigns. 

Absorption of: Hatkrishna, App. pp. 227-0: Kihhin, 
App. p. 530. 

lour years to March 1014, lli/smi, App. p. 570. 
during War period, II ilson, App. p. 570. 

Question of, in connection with exchange slahili a- 
(ion, Kisch, App. p. 401 (5). 

Absorption, and percentage of world’s output, 
1851-00 t<o 1011-20, Hatkrishna , App. p. 228. 
Basis, advocated, Hrumjate , App. p. 407 (I). 
as Basis of credit in future, question of, Kitchin 
13553-05, 13000, 13054-00. 

Bullion, Dealings in : 

I'itTcct of gold currency oil, M. I’rt ini hand 4715 0, 
1750. 

Nature of, and position r e, M. Hremchand I70H 77. 
Coin : 

Dealing in, at a premium, prohibition removal, 
February 1020, McW utters, App. p. 10 (14). 
Imports, 1st January |02l to 3011 1 September 1025, 
limn lm ij Chamber of C mnmerce , App. p. 141. 
Legal lender, cessation. Government of India 
Ordinance, June 1020, Kisch , App. p. 451 
(App. III). 

Melting of, restrictions, removal 1020, Kisch, App. 
p. HI (5). 

Melting of, for ornaments, remedy, Sinha . App. p. 
273 (7). 

Sweating of, W illis 1710-1, 1710, l'i48 50, 

should Tend to decrease and di'-uppenr, II 1 II 1 -. 
1730, 1753-5, 1758, 1773-81. 

I " si* of. for other Hum currency purposes i I L tmI 
from 20th June, 1017, to Feb. 1020, McW alters, 
App. pp. 12 (7d), 10 (II). 

Consumption : 

1835.30 to 1025, Harness 15200. Table 0. 

1015-25, Kitchin , App. pp. 510, .730. 

Industrial, effect of pines on, Kilclim 13135 0. 
World indii-J rial consumption, 1021. 1022, 

12730.0, App. p. 512 (3). 

of World’s supply and world's -l**ek ol :■.* »b I uioin y. 
in different periods since 1103, Kitchin, App. 
pp. 52 t, 531. 

Consumption tax on, proposal dropp'd, Khaitan 
8203-4. 

Demand for Monetary purposes : 

Future, ipiestioii of, liunfess 1.7200 (v, viit. 

World. Hunjrss 15200 (ivj. 

Divorcement from sterling : 
in Future : 

Adoption of gold in circulation would not avoid 
consideration of policy in event of, Kisch 
11050-02, 11072-7 App'. 1, p. 100. 
Anticipated, I'hahlani 2178-ho App. pp. 01 
Possible, but improbable. Hamilton 10020, 10055. 
possible Remedies, Macke tt 0002-0, 10040-7; f\isch 
11207-70, 11275, 11281, 11483. 

Keonorny in use, of : 

through Co-operation of Central Banks of Europe, 
possibility, Addis 13000. 

Dii port unco of, Kitchin 134o2-3, 13423, 13424-7, 
13510-4: Hohcrts, App. p. 540; ('asset, App. 
pp. 507-8. 

iioHsiblo Measures for, Kitchin 13432, 13607-18; 
Robert* 15077, 15108-18. 

Export, 1021-22, Wilson, App. p. 578. 

Hoarding of, see that title. 
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royal Commission on Indian currency and RinancR. 


Gold i on! tnued. 

1 iiijiui'l*, : 

lur.i, iii/nhu. a | » j i. p. .m 
1871 |ssn In J91I-20, iirl , Hull, n.-htot , App. p. 'I'll. 
Net, .-in cu lHOH-'.iO, MrH.if/rrs, App. pp. 22 3 (25, 
36). 

J909-JU to J92 1-2/5, mi Government account, App. 
p. 77. 

I 'H-I'.i. I iollii ishuu , App. p. 227. 

Mini 2n, || //.so/I . App. p. 578. 

I ' I..D2I. Wilson App. p. 578. 

1919-20 tn 1921-25, Mam a n Ttadts As.^oeta/ion App. 
p. 810 (17). 

I'.i22, I mm l'.l\., 11’ilfti‘n App. p. 578. 

I'.'JJ 2 ), 102:; 21, 1024-25, l\t*ch App. p. 401 (5). 
1021, 71 enures, l<>r ornaments and aocial ami 

religious pm p« »scs, liaiiiaiya 8322-39. 

I 'I .1 ;t 1 1 • i m \ 1021 to »Ull i September 1025, Horn buy 
('loinibri ii J Cummeice App. p. 144. 

Nil, 1025, I! flu' tlx Apji. p. 547. 

Anvars now iiiiide up anil demand likely to bo 
normal in luturc, I. a me net’ 6669-71, App. p. 
2 IS (6) . 

\\cniges ol live years endin'* 1015-14, 1018-0, 1923- 
21, and 1025-24, 1024-25, lialktishna App. p. 
221 . 

Klleel on : 

u|' (iold standard, Mndtnt I 169. 
would l»e Hcdiiced if gold nitTulin i i it mdiicud, 
M hla 656 1-6. 

n| 2 - rale on, Mr W allers 715-7. 

I .Mormons imports in remit years owing to rise ill 
exchange. bad effect mi industries, Dalai , 
.‘if li 1 1 - \pp. p. 208 (5>. 

in l'"i \ee 'S ol ri'ipiiiemenl Haul liiya N06H-77 ; 
Kilrhm 18100 500. 15594-6, App. p. 510; 

Manrari Trades Assoeinf ion App. p. 810 1 . 

5 per ivnl. depreeialion, Halk liylnnt App. p. 227. 
inidei I .ireiiee, acquisition rale, Government of 
India nnnoiineement Kebrnnry 1020, Kisch 
\pp. pp. 151-2 (App. I. 2). 
rioporlioiis used lor ornana ids ele. and lbr hoards, 
(Itian ('hand 2851 2. 

U' d ii.'t it in alter 1021-25, Kitchin 18002. 40. 
probable Deduction, Kilrltin 18875 8, App. p. 520. 
lb -I riel ion : 

not Invoked in gold standard selirine, Dinning 
1400 2. 

lleinoval. lime 1020, Me\\ alters, App. p. Hi 
(I8ii), (II); l\ isrh • App. pp. Ill (5), 458 

( \pp. 1 1 1 1. 

Sale to < luv.'i iini'-id only, at -dated priee. Old imuie# 
of 20th .lime. 1017, Mr Wall ns, App. p. 12 (7e). 
Salination « I' India impossible, Dalai 4824-82, App. 
p. 208 (5). 

I'ldiniibd acceptance n| imported gold at pur, pm. 

po'.al. lirnnifalf 1 1852 4, App. p. 50 1 (21 A), 
during War, Wil.on, App. p. 578. 

Import and exp* -it : 

Kree, adsneated, liamaiyu , App. p. 801: Chit nil », 
App. p. 4(H). 

Private, 1000-10 to 1025-20, Kisch , App. p. 405 
IM’P- IV). 

liirecirii-led import at upper gold point and 
unrestricted export, at lower gold point nr 
eipiiNaleut cold funds, statutory obligation, pro- 
posal approved, (itthhatj 1 2508-1 J. 
lor Various countries : 

1000-7. bntgess 15200, Table 2. 

1000 - 20 . burgess 15200 , Table 2. 

hiciejis. il aeipii^it ion in older to strengthen reserves, 
opp -si t i< m not likely fr* m Auieriea, Huberts 
15105-0. 

India's demand, statistics and estimates. Kilrltin 
18800 8, 18100-508 App. pp. 510-20. 580. 

Indian private demand, (iTcgorij 12071, 12870-80, 
App. pp. 511-2 (8). 

India's right to, Khailan 8000-22, 8002; Indian 
Chamber of Com merer App. pp. 281 (4), 280 (10). 
208; Hhalter App. pp. 800-1 (0). 

Question of, Kisrh JJ 081-45. 

India’s stock of, Wilson App. p. 578. 

for Industrial arts, Statistics and estimates, Kite h in 
15370-81, 18394-8, App. p. 520. 


Gold — continued. 

I -sue ol : 

fur Export only : 

Ad located, I nan ijate 11308, App. p. 400 (12). 

Advocated but only at gold export point, Manvari 
Chamber of Commerce App. p. 244 (2J). 

in liars of 400 ounces each, proposal, Chitnin 
App. p. 4U0. 

Difficulty in connection with, but approved if 
possible, Hlachett 10031-8, 10018-50, 1UJ16- 
21, 10150.3, 10108-0. 

Discrimination between forms of currency to 
have right of convertibility, objection to, 
lirunyatc 11339-50. 

and at (Sold point mil', statutory obligation 
proposed, Madon 3541-4 , 8589, 3070 5, 

3780-1, App. pp. 159, 100 (7). 

serious Misunderstanding by people not antici- 
pated, Blackett 10125-9, 10135. 

Mulnir notes convertible into gold for export 
uiily, might be possible, Wav Ml 10051-6. 

Obligation on Government to sell, fur export, 
or to give equivalent in London, proposal, 
A imll 13852-05, 18930-42. 

Possibility, Kicoll J3801-3. 

Proposal, bhatnagar 2557-70; burin a India 

Chamber of Commerce App. p. 877 (5). 

in Times of adverse exchange, proposal, Patel 
App. pp. 282, 235. 

Gold burs io minimum amount for any purposes, 
proposal for, under gnldi oxelmnge standard, 
not considered necessary Hamilton 10572-80. 
against Local currency : 

Full, amount of reserve required before, Jrronn 
9875-0, 9880. 

le.r Notes, estimate us to amount required, 
impossibility, Minch App. p. 467. 

Obligation : 

Advocated. Sltahani App. p. 112 (6). 
not Advocated, Karachi Chamber of Commerce 
App. p. 888 (6). 

not Advocated at present Mehta 6511-3: Aiyar 
9892, 9924, 9981, 9988; Wchb App. p. 592. 
alter Certain period desirable, Madon 8590-603. 
should be Ijcft to discretion of fmperiul Hank, 
11 acha App. p. 388 (5b). 
within One year of iiitrofhiction of gold standard 
proposed, Patel 5801 0. 

Price of gold would be stabilised, Danthiya 
8678-82. 

Question of effect, Blackett 10138-42, 10172 Hi. 
should not. be Undertaken until sufficient gold 
accumulated, Dalai 1892-3, 4981-3, App. 
p. 200 (22). 

Optional, proposals, Madon 3568-76, 3589-90, 
3780-1, App. p. 160 (8)*; K. Premchand 4668- 
75; Patel 5649-51; Han 7324; Indian 
Chamber of Commerce App. p. 292 (22). • 

Optional during transition stage, and then 
obligatory, proposal, J coons 9288, 9291, 9310, 
9375, 9379, 9393. 

Proposal, Burma India Chamber of Commerce 
App. p. 377 (5). 

for Itupces: 

Advocated. Venkata pa tiraju 7127, App. p. 264; 
Indian t'hambr r of Commerce App. p. 287 
(111; Das App. p. Ill (6). 
free ('oiivcrtibilitv into gold bullion ut 1/4 gold 
advocated, Chablani , 2289-300, 2477-514 
2864-6, 2400-18, App. pp. 97. 08-0, 100. 
"Corner” by confederacies or syndicates of 
bullion dealers, speculators and stockjobbers 
must be guarded against, Wacha App. 
p. 388 (5b). 

Discretionary power only, advocated, Wacha 
App. p. 389 (On). 

Extent to which rupees will be brought for, 
llancrjca 6890-1, 69J5-26, 6983, 7035-6. 
Full convertibility : 

Advocated, Indian Chamber of Commerce 
App. pp. 287 (11) 292 (22. 23). 

Advocated when gold reserve sufficient 
Hau App. p. 271 (VIII). 
not Advocated until adequate gold reserves 
built up, IVadta, Joahi 4822-8, App. 
p. 194. 
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Gold — eon'iin ued. 

Issue <»f — continued. 
against l/ocal cuitciicx - -cunt in ued. 
for Uii|m vs— coni in uni. 

Full eonverlihililx-- continued. 
in»t Advocated without further experience, 
Strony 15110 (xxiv). 

Advocated idt iliwitcly hut Hot feasible lit 
| mv si'ii 1 1 /\. Prr nichaml, M. Premrhand 
1031-5, App. |i. ‘20] (0>. 

Necessary to give confidence, Khailan 8005-8, 
8172-181. 

Suggest inn and question u>, to uiiioiudi of 
rupees likely In remain in circulation, 
lilac licit 220-38. 

lull Obligation could n«»ti In* accepted as gold 
standard reserve not held entirely in gold, 
lianerjea 0801-7. 

Policy of, advocated, llenyal National Chamber 
of Commerce App. p. 330 (13). 

Proposal, Campbell 7010; Canaan 13217-51, 
App. p. 517 (5); lirnyul Chamber of 
Commerce App. p. 2H2. 

Proposal for, hy ’-titles, Canaan 13200-70, 
13300. m, App. p. :»|H («»)• 

Hush for gi ild would ivmiII at first, K. Prem- 
ehand , M. Premehand 4031-35, 41)30-40, 
1070-1. 

I'udorluking to convert, into gold or sterling, 
advocated ^during transition period hefore 
estahlisliiuent of cold standard. (Iraniham 
3312 It ; Horn bay Chamber of Commerce , 
App. p. 130 ( 12). 

Operations would he largclx carried out through 
hulliori dealers, Vakil 3055. 

Minting of, in India ; 

Advocated, and proposals re facilities to public, 
11 adia, doslii 1321, App. p. 104; Madoa 4 173. 
App. p. 100; Shah 8750-00, App. pp. 315 (07), 
.320 ( 10 20); deems 0288-00, 0.132-5, 0375, 0381. 
App. pp. 310 (10), 343 (23); Aiyar 0001: 
Canaan 13310. App. p. 51H (It) ; Heed 14823; 
Indian Merchants' Chamber App. p. 107 (0); 
Dalai App. p. 200 (21); liomhuy M Mourners' 
[ssneiatinn App. p. 208; Italkrishna App. 
p. 220; l 9 alcl App. p. 231: Amhrdkar App. 
p. 237 (0); M uncurl Chamber of Commerce 
App. p. 241 (20); llanrrjea App. p. 255 (20); 
Vcnliatapaliraja App. pp. 203 (10), 20-1; Itau 
App. p. 271; ChuliTuraiti App. p. 283; Indian 
Chamber of Commerce App. pp. 287 (11), 202 
(22); Maru'ari Trades Association App. p. 311 
(10); .Itenyal National t'hamhcr of Com merer 
App. pp. 337 (1, 3), 338 (12); Karachi Indian 
Merchants' Asstieiation App. p. 384; Pochk- 
hanateala App. p. 585: dunnarkat App. p. 301 
0 (11) ; Waeha App. pp. 388-0 (0); Srtlina A|.p. 

p. 407; Shahani App. p. 112 ((»): Pas App. 
p. Ill (0); dreyory App. pp. 513 (0). 514 (8). 
Advocated, if eust less than in London, hut 
approved if cost net out of all cuinpurisnii 
Campbell 7000-700. 7821-0; tienyal Chamber 
of Commerce App. |». 2H|. 
nut Advocated. Itlaekrtt 10025-30; Chablani App. 
p. 100. 

nut Advncatrd in cninhiimtiuii with imliniilcd legal 
tender of rupee, Niroll 1 1107-27. 
at Ikiinbav rnilv, proposal. Shah, 0040-55, App. p. 
315 (3). 

at Bombay Mini, see that title. 

Demand for branch of ltnyul Mint in India, 
probable. Kiseh App. p. 401 (0). 

Free* exchange of gold bars for sovereigns and vice 
versa, at reasonable charge, proposal, K. 
rremehand , M. Premchand 4041. App. p. 201 
( 0 ). 

Mint should he established at Bombay ••p« n only 
to Government up to 31st March 1028, then to 
public also. UalUrishna App. pp. 210. 218. 
not Objected to, if desired by pcnplc. Kiseh 10807, 
10070-7, 10087*00, App. p. 400. 

Objection to, and dungcrof redundancy i»f currency, 
(Subbay 12401-28. 

Opposition by British Government Venhatapatiraju 
App. p. 250 (28, 20); A fartrari Trades Associa- 
tion App. pp. 805-0; Jevona App. p. 848 (28). 


Gold- coni in ued. 

Mintin'' of, in India —continued. 

max be Possible in the future with further experi- 
ence, SI i on y 1511 fi (xxiii). 

Public would liriii” gold fm* coinage, Hunerpn 0842- 
4; Chakra rurti 7070. 

(,)ue<tiou of, Norman 14520-37. 

Heeoiiiiiieudat ii'iis of Bahiiigfmi-Smith I ’< •imitit 1 1 *«* 
should he carried out, liunna India Chambei 
of Commerce \pp. p. 378. 

Return of ”o Id from hoards, argmmnl liot agm il 
with, liamuiya App. p. 300. 

nf Sovereign and half sovereign in India advocated. 
Aiyar App. p. 350 (33). 

Statutory obligation to give gold coin in rxclmngi 
Fi»r g* >ld hul 1 ■■ *ii mi paxincid of seigniorage to 
cover mint iii” charge, proposal. Penning App. 
|». 52. 

Comment oil. Kiseh App. p. 175 (III 1) . 

I’nnecessarx Me Watters App. p Hi (I3ii, iiii. 

M'-uclarx gold **(• ck** of vai'inic* c*t u 1 1 1 1 ri« ■*- . 1013 and 
1025, liaryrss 15200, Table I; Sprayue 15203 (i). 

Movement of, restrictions nil. 1010 to 1010. Mi W atters 
App. p. 1.1. 

f Mitigation mi Government to lm\ at livid rate and 
In sell gold or equivalent fur export at lixul rah* 
iipproxed, Itritish Kechanye Hanks App. (>. 51 1 
Cl). 

Premium mi, 1020, Kiseh App. p. Ill (.»). 

Prices : 

1005-1025, 15258 (v). 

1013, 1020, p.122, 1023, Wilson App. p. 581. 

1025. II it son App. p. 585. 

Future cmirsc of, Chaldani 2151, 2H»I 75. *'102-218, 
2230- II, App. pp. 03 4; I Hkit 3071 5, \pp. 
p. 183; doshi . Wadia 1213 0, 1372-1. \pp. 

p. 103 (20); . I m brdkar 0080 00; llamaiya 8|ll 
\pp. pp. 301-5: I Hack t It 103; SO, |035| 55; 
Hamilton I050N0; Hrryory 1 ’-£(»•» I 5, App. 
p. 5J2 (4); Caiman 13221-0, App. p. 510 (2i; 
Italkrishna \pp. p. 223; Aixar App. p. 3,52 
(18). 

t'oiiiieetion with rale at which exchange In he 

lived, . I f r/#«r App. p. 352 ( 1 8). 

(’niuiicfimi of F.S. iiinMclarx policy with, 
Hamaiya 8282. \pp. pp. .*’,o| (20), 305 (21 1. 

Moveinciif 1024, 1025. Wilson \pp. p. 580. 

Hcgiilut ion I ix iutciiiat ioiial action, >| m-'-t i« hi of 
possibility of. in future, and dependence mi 
attitude of federal Reserve Hoard, l\iym ■* 
13070-81. 

Regulation and stabilisation of world price:, by 
- international co-operation, proposal, Hamaiya 
App. p. 305. 

Statutnrx sell in;; price as well as stiilulory buying 
price, (pie-linn of, K( ynr.. 13|82 8, 13100-7. 

Prod iK*! ion ; 

1000-25, by eouiilric.-, i'ihci/im 15200. Taldi I. 

1015-25, Kitchin App. pp. 510, 530; Hohnl., App. 
p. 510.- 

histrihutioii ol world'* total prodiietiou. end o! 
1831, end of 1873. end <4 1013 and end of 1021. 
Kiseh App. pp. 523, 538. 

K fleet on prices, Keynes 131)74: Sprayue I.i208, 
15200. 

not Kqiial Id normal annual required iiicrcH.-c, 
('asset App. pp. 505-7. 

I |, iiture possibilities must he considered in fixin;' 
rule of exchange lla a 7 31 It) In. 

Future prospects, Uieyoiy !2)»*»0-3. \pp. p. *»1 1 (3i: 
('an nan 15221 0. Ayqi. p. *»10 12) : Kitchin 
13300-4 10, 13501-3. 13011-8. \pp. p. 520; 

Addis 15000, 13827-30; Huberts App. p. 510. 

sli”ht. Incivasi*, in past f«*w xcars. I in ryes:. 15200 
Ip. 140). 

Increase needed lo keep pace with rciioini.r 
development , Kit eh ill 13128-30. 13300-103, 

13100-23, 13110, App. pp. 521-0. 

Working costs, prospects, Kitchin 13432. 

rurchascH: 

by Currency authorities, proposed method, Madon 
3800 -12, App. p. 100. 

hy Government, price should be tixod hy executive 
order from time to time, Keynes 13070*2. 
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Gold ‘continued . 

I'lirchascs — con tin ucd . 

Proposal, Halkrishna A|»|». |». 2IH. 

Rale fur >«('• juiKiiir »n of {*<>1(1 imports on private 
account , fixing of, 1 Jit li September 191ft 
Me Walters App. p. 1U. 

from South Africa and Australia, Me Walter* App. 
p. 12 <7n). 

b,v Telegraphic transfers against deposit at Ottawa 
Mint of gold coin or Indium, I Ht h July to 15th 
September 1919, MeWallrrs App. pp. 12-13 
(7i»> . 

Telegraphic transfers sold by compel itive tender 
in New York, 22nd August to October 1919 
MeWallrrs App. p. Id. 

t'.S.A. embargo on e\|»ort removed 9th Juno 1918, 
Mr Walters App. p. 12 (e). 

Purchases and salt's sliould be through brokers ill 
India, Koirrslcr App. p. 9*97. 

Purchasing | lower of, fall in, about |N53 to 1873 and 
rise, 1873 to 1890, causes, (.’tin nun 13303-5. 
Refinery : 

Advoealetl, Banvrjea App. p. ‘255 f*2U). 

Iiombav refinery adequate, Will in 1859, 1857, 1859. 
Calcutta, no real demand for, Willis J 85(5-7, 1859. 
Profit made, Willis 1879. 
in deserve and not- in circulation: 

more efficient, Kitchin 13193-5, 13510A; Roberts 
15(19(5; Kisch Ajip. p. 415(5. 

Ne tied iu all countries at present, Addis 19(587; 
At >rinnn ] *1(591. 

Reserves, increase pro|K>sed, Aire// ]il!ll!l 27, 19945, 
14(178; I Uiii all Iu ch a title Hunks, App. p. 544 (8) 
lieseivos, world: 

in Ccntial hanks, 1919 and 1921 llalkiishna App. 

p. 228. 

I >i^l vilml i< ill and ellcct of the War, Roberts , App. 
pp. 51(5-7. 

Increase and future needs, Roberts 15978, App. p. 
5 Hi. 

Position in different countries Bradbury 11247-8. 

I iinecessary with perfect international co-opera- 
tion, Keynes 19980. 

Resources of Indin, waste of, during the War, 
Bhatnayar , App. p. 199. 

Sales : 

h\ ( io\ eminent 1919-20, Me Watters App. p. 19; 

Kisch App. p, 414 (5|. 

1920, Me Walters App. p. 10 (19 i). 

Ijimitution as to quantity, proposal. Vakil 9945. 
Silver or notes -dinuld only lie given for, during 
transition period, within limits of existing 
circulation, Girgonj, 12(5915-709, App. p. 514 (li 
iv). 

Stocks held by dealers etc., no statistics available, 
Mudon 1498- 508. 

future Supply, t’liablani 2179, App. p. 99-4; 
Ambedktir (5980-99. 

Tendered b»r notes, cuitcs|m aiding pol l ion of invest- 
ment in paper currency reserve dimild lie 
cancelled, Gregory 12701-11, App. p. 514 (8). 
Tendering of, to Government, question of. with 2/- 
rnte. Addin 1 1404-12, 11 157-09. 

World ’s demand : 

Adjustment of supply, Keynes 12999, 19079. 
Estimate For 5 years to 1929 and In 1994, Kitchin 
19979. App. p. 520. 

Relation between supply and, Kitchin App. 
p. 519-21. 

World supply : 

Connection with general level of prices, (’asset App. 

p. 594-5. 

India's share of, Gyan ('hand 2859-77. 

World values, uncertainties re, owing to possibility 
of change in American monetary policy, (Irantham 
9141-9; Bombay Chamber of Commerce, App. 
p. 197. 


Gold bill system, advocated, Basil 1910-7, 1950-9, App. 
pp. <9, 85-6, 87-8. 


Gold or silver OOln, use of, otherwise than as currency, 
prohibition, 1915, and removal 1920, App. p. 452. 


Gold oertlflostes : 

Proposal, Venkutupuliraju 7194. 

Scheme, Sassoon 5076; Gregory 121598, 12704-11, 
12702-4, 12829-8, App. p. 515 (10); Bombay 
M illotvnerH' Association App. pp. 207, 208-10. 

Gold Currency: 

See alsti Sovereigns. 

sumo Absorption (passing out o! circulation) possible 
ut first, Hunt liiya 8524-9. 

ready Acceptance anticipated in certain parts, Jettons 
9919. 

Adoption a matter fur India to decide, Strong 15515-7. 
only Advantage the political one of placating Indian 
‘ opinion, Keynes 12922, 12927, 19171-6. 
Advocated, Vakil 4083-4; Ratal 5591, 5612, App. pp. 
294, 295; Ambcdkar 6075-91, App. pp. 230-7 ; 
Venkata pat iraja 7086, 7127, App. pp. 261 (40), 
262-9; Sin ha 7494, App. p. 272; Chakranarti 7925, 
7947, App. p. 283; Ha at liiya 819(5; Murray 9691; 
liombay Chamber of Commerce App. pp. 137-8, 
Mudon App. pp. 157, 1(56; Vakil App. p. 185; 
Indian Merchants' Chamber App. pp. 196-7; 
Manrari Chamber of Commerce App. p. 244 (18); 
Mnnrari Trades Association App. pp. 300, 307 ; 
Henyal National Chamber of (’ommcrce App. 
pp. 336-7 (1), 338 (5); Burma India Chamber of 
Commerce App. p. 378; Karachi Indian Mer- 
chants' Association App. p. 384; Pochkhanaivala , 
App. p. 985; Shatter , App. p. 390 (0, 7 , 9, 10); 
Scthna, App. 400, 407. 1 

Advocated owing to demand Tor, Heed 11659-64. 
Advocated as step towards paper currency backed with 
gold system, Aiyar 9892, *9899 900. 

Advocated, tint circulation should not In- encouraged, 
./. .1. Wad in 5537 9, App. p. 230. 

Advocated, when sufficient gold available, in order 
hi meet popular demand, but not considered 
economically advantageous, (tuhluiy 12305, 12309- 
12, 12431. a! 12519, 12535-6. 
lint Advocated , Hasii 1939, 2006-8; ( hahtani 2437-46, 
2164 81, App. p. 100; Brnnyate 11379. App. pp. 
197-H (6); Cun jab Chamber of Commerce App. 
p. 430. 

int Advocated at present hut. should he. aimed at, 
Webb App. pp. 592, 593. 

Amount of gold reipiired : 

Estimate. J. .1. Wadia 5401, 5405-6 , 5428; Patel 
5961-5. 

Uncertainty. Kisch 11595-7. 
estimated Amount of Rupee currency required, 
Willis 1821-4. 

Approved by commercial community, Bombay 
Chamber of (’ommcrce App. p. 137. 

Arguments put forward against, reply to, Shah App. 
pp. 316-7. 

henehts to he derived, Balkrishna App. pp. 220-1; 

Shahani App. p. 410. 1 

Chamberlain Commission lit port, comments by 
Secretary of State for India, 1914, App. 
pp. 618-9. 
iu Circulation : 

not. Advocated and not necessary under gold 
standard, Ramaiya H291-4, App. p. 300. 
Availability of, for support of exchange, Blackett 
458-01, (Irantham 3208-13, 3274-7 , 3352-6; 
Dalai 4888-9; Bombay Chamber of Commerce 
App. p. 138 (8); Marwari Chamber of Com- 
merce App. p. 244 (18); Shahani App. p. 411 
Dependence on mental i tv of the public., Norman 
14477-8. 

Doubted, Brunyate 11900, App. p. 498 (6). 
Question of, Gregory 12751-7, 12893-5. 
loss Useful than gold iu reserve, Aiyar App. 
p. 356 (33). 

Useless, Addis 13086; Punjab Chamber of Com- 
merce App. p. 430. 

Objections to, Kisch 10988. 

Circulation : 

Extent, question as to, Willis 1892; Bhatnagar 
2603; Madon 3587-8, 4456-61, 4468; Balk - 
rishna 5212-8, App. p. 217; Banerjea 6827-32, 
6985-6, 7010, App. p. 258.4; Rau 7849, App. 
p. 270; J evens 9885; Kisch 10807; Cannon 
13283-5, 13331-2, 18355-7, App. pp. 516 (2). 
518 (7) ; Kitchm 18521; SinHa App. p. 278 (6-7). 
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Gold ClirfBiloy— continued. 

Circulation- - continued . 

proposed MriiHiivs fur introduction iuto, Jr cons 
9288-321, 9375-9, 9415, App. p. 340 (lit). 
prr)l>,il)lc Kcsulis, mill miiount would nut be large 
after tin. 1 first, Mutiny 9092-5, 9098. 
not in Circulation . support of exchange by, in times 
of crisis, Shah 8778-82, App. p. 317. 

Contracting capacity greater than that ol rupee 
currency, (iranlhain 11107-71; Ikon bay Chamber 
of Commerce App. p. 108. 

Conversion of present currency info, possibility of, 
with present reserves, Madia, Jonhi 4027-42, App. 
p. m. 

Cost : 

Estimate, Sin hu 7407-44, 7545-8, App. pp. 273, 
270-7; Kisdi I082U-2, 10021 -5, App. p. *108; 
Keynes 12074, 1207H. 

Criticism of, Kisdi 10820-2, 10021-5, App. p. 408. 
Exaggerated by Cliamberluin Commission; Sinha 
App. p. 270 (a). 

I Vuiaiid for gold : 

possible Disturbing effect oil gold prices, Kindi 
10808-0, App. 407. 

50 cmres as initial, doubt re, Kisdi .10784. 

110 crores as total amount, question of, Kindi 
10785-0. 

Cncertuinty as to, Srunyatc 11300-11, 11450-70 
App. p. 400 (11) (13). 

not Desirable under, gold exchange standard, Murray 

0080 - 00 . 

Desirable, in order to give eoiili<Ji*ne<\ Xarunji 4541-3; 
Said 5751-85; Kan 7330, 7310, 7375; Shaitan 
81105 8, 8043-5, 8150-01, 8172-81, 8217, 8247; 
Htnilhiya 8517-51, 8000-3, 8078-82; Hluckclt 
10007; Indian Chamber of Commerce App. pp. 
280-00; Munruri Trades Association App. pp. 
30r> (3), 307 (0); Surma India Chamber of Com. 
merer, App. p. 378; Shuhani App. p. 410. 
and biiiporary Diminution of note and silver eircuia- 
tioii advocated during transition to gold standard, 
Gregory 12035-12. 

Drawbacks of, Addin 13086-7. 

Effects : 

Additional demand tor gold, Itnmaiya 8112-3. 

1/4 rate of exebunge would result from, Paid 
5001-0. 

Coins would disappear from circulation in rural 
districts, Hamaiya 82024, 8320 48, App. pp. 
300-1. 

Coins would probably filter through to other parts 
of Asia, Nicoll 14005-23; Cassd App. p. 000. 
Confidence in eurrenev system vmuld be restored. 
Vakil 3020-7, 1152-3, App. p. 180. 

Confidence would* be increased and investment 
i neouraged, lilackdt l r >274, 10270. 
t Confidence in notes will be increased by, after a time 
ami gold coin less required, Cat el 5052-5. 
in Decreasing value of silver, seriousness of. Keynes 
12055 73. 13141*50, 13180-03. 

Demand for gold would decrease after the first., 
Dalai 4084-5. 

Displacement of rupees, uot miles, after the first, 
Shah 8783-4, App. p. 317. 

greater Elasticity of currency, question of, 
Hamilton 10505-7. 

Gold will lie brought tor coinage, l unkatapatiraju 
7001-3, 7210-20; Khaitan 8100; Ifanlhiya 

8542-0. 

Doubted, Kindi 10700-1. 

on Hoarding, Hill in 1812-3, 1810-8, 182,5-33; \ akil 
4003-0; •/. .1. Madia 5400; Cat cl 5052-4; Mehta 
0507-8, 0570-5; Laiercncc 0712 3; Venkata- 
uatiraju 7091-3; Khaitan 8010; Santhiya 

8512-0; Hlackctt 10247, 10207, 10273, 10320-8, 
10303-4; Kisdi 10790-1; S run yule 11404; 
dub bay 12537; Keynes 12022-6, 13135; 

Kitdiin 13407, 1 3515-32; Addis 13687; 

Salk risk na App. pp. 222-3; Indian < chamber of 
Commerce App. p. 200 (16); Shahani App. 
pp. 410, 111; Kant India Section , London 
Chamber of Commerce App. p. 503. 

Import of gold would bo reduced, Mehta 6664-0. 
Inflation of currency and objection to, Karachi 
Chamber of Commerce App. p. 382 (6). 


Gold Currency— continued. 

Effects- continued. 

I Dilation less likely than undei gold exchange 
standard, */. .1. Uudiu 5130, .4 la. 

Investment in things ntlier than piivioii> metal 1 -* 
would he encouraged, Said 5751-85; S. Joshi 
0360-80; Indian Chamber of Commerce App. 
p. 200 (1<»). 

l.rss lnillii.il would he imported into interior, 
\uranji 4545. 

Melting and keeping of gold for social uses in rural 
districts with consequent rise in prices, 
liamaiya 8202 4, 8320-48, App. pp. 3004. 
un Note circulation, Dcnniny 1387-90; Grantham , 
limit 3202 0, 3331 8, 3347-61; Vakil 3005-7; 
Chukracarti 7904-9; Kisdi 10788 0. HJ879-80, 
11022-33; S run yule 11311, 11404-70. Keynes 
13030-40; Cun nan 13240; Sic oil 13027-0, 1*3995- 
4003; Shahani App. p. 411. 
lie placement. «d rupees in circulation to any great 
extent doubted, Willie 1813, 1820. 
liusli lur gold on introduction ol, question as to pro- 
bable extent ol, lie uni ay 1325-54, 1*177, 1409. 
Saving umi investment habits would bo encouraged, 
I'atcl 5023-4. 

Stabilisation of prices, Caiel 5005-22. 
EncMiiragemeiit : 

not Desirable, Hamilton 10504. 
factors to lie considered, Denning App. p. 55. 
Encouragement of desire not advocated, G abba y 
12312, 124(H). 

nut ail Essential feature of gold standard, SlacUr.tt 
351-8; Me Matters 874-0; Dcnniny 1040, App. 
p. 52 ( r <); Kisdi 10807, 10857; limn yule 11308 82, 
App. p. *108 (0); Gregory 12010-7, App. p. 513 
l0) : Snot bury 14100-8; Strong 15220 (iii) ; 
Sprague 15313; Shatnagar App. p. 105; Ggan 
l 'hand App. p. 121; \\ adia App. p. 387 (2); 
Chitriis App. pp. 308, 399; /lobe tin App. p. 540; 
Cassr.l App. p. 003. 

l'aeilities proposed, S run y ale 11307, 11118-23, App. 
p. too (12). 

not Favoured, Willis 1761, 1885-01. 

Fowler Committee attitude, but distinction from 
Finance Department’s proposals, Kisdi 10940-8, 
11148-53. 

Gold reserves would have to be as substantial as under 
golrl standard without gold currency, Norman 
14479-81. 

1 bunding of, not likely to any large extent, Mad on 
0781. 

Impossibility of, at present, und all available gold 
should go into reserve, Gubbay 1230*1-8, 12408-0, 
12415-25. 

Indian demand for: SriHsli exchange Hanks App. p. 
544 (8). 

Difficulty i *1 ascertaining. Secretary of State for 
India, 1014, App. p. 010 (b). 

KriHMilH |nr, heynes 13041-2. 

strength «.t. Caiman 13212 3, App. p. 515 (1). 

| niliiin demand l«»r and sentiment would be satisfied 
by. Gregory 12040, 12770-7, 12834, 12803-74* 

ludiiin Finance Department s si-heme, criticisms, 
lira ii gate II3O0-12, App. p. 100 (13). 

Indian sentiment in fuvmir id, Hamilton App. p. 358 

Internal coiivertibility, advantage id. lor stability of 
internal prices, Itnlkrishnn 5144-*i4. 
lnt induction id: 

Abandonment of «clieini ,^ Sasu App. p. 8*); 
Shatnagar App. p. 100-7. 

Active measure- m»t advocated. Sanc.rjca 0827-8 
7010-50. App. p. 254 ((10). 

Failure *d previous attempts, Gyan Chuud 2706. 
2833-8; Madon 3570; Indian Chambei of Com- 
merce App. p* 284 (2). 
possible Fiasco, Keynes 12074-7. 

Forcible, objected to. Srunyate 11388-0, App. p. 499 
(11). * 

|,v Gradual melliod ol discontinuing issue of rupees, 
proposal, Sr an gate 11311-0, 11300-4, App. p. 
t90 (13). 

by Gradual stages: 

Advantages of, but difficulty, Hamilton 10032- 
47, 10724-80. 



26 


ROYAL COMMISSION ON INDIAN CURRENCY AND ElNANCE. 


Gold Cnmnoy —uunlinued. 

Introduction of — continued . 
b\ < ■" ra< lii;« 1 stag's — continued. 

Nccessars , owing to strength of liourding habit, 
A. 1‘rcmchand , M. Crcndmnd 4029-36, 
4(342-5, 4664-75, App. p. 201 (6). 

Sclit'inu for, (in hint y 12430-42. 

Immediate, not udvocutcd, Uritish Exchange Hank* 
App. p. 544 (1). 

Immediate uiiuounccinriit of policy proponed, 
Manvari Trade ft .inundation App. p. 311 (19). 
proposal Measures for, A tadnn 3(393-753; J. A. 
Wadi a 5109-10; Pulcl 5644-51 ; Mehta 6544-54, 
App. p. 247; Campbell, Rushforth 7703-14 
7905-14; Aiyar 9900-18, 9927-31; Cannun 
13252-97, 13300-14, 13320-9, App. pp. 517-H 
(0, 7); Herd 14818-28; Shahani App. p. 412 
< 0 ). 

by Natural processes advocated, dub bay 12315, 
12429, 12431-3. 

"hen 1*100 million aeciuiniluted, criticism of pro- 
posal, Kindi 11595-7. 

Steps towards, proposal, lUialnaijar 2(325-38, 2684- 
94, App. pp. 109-11. 

Introduction of element, of tinrcrluinly by, should be 
considered in connection with stabilisation epic:, 
tioii, Kisch 10810-4, App. p. 467. 

Issue of, in eases of emergency, proposal, Kind 
10820-8, 10975, It 13)78-83, 10085-7, App. 460. 
if Issued to too great extent will be melted or 
boarded, Rau 7350-1. 

full I legal tender advocated, Gregory App. pp. 513 
(6), 514 (8). 

Necessary for development of country. Khaitan 
8009-13. 

Necessary with gold standard, Sarlcar 9217-9. 
Necessary until people mure educated and civilised 
Mehta (3629, App. p. 24(3. 

Hot. a Necessary part of proposed exchange standard, 
niackett 10025-30, 10131-49. 
imt. a Necessary step towards ideal of notes as sole 
full legal tender, Kisch 109(31-7, 11155-6. 

Note nil proposals for promoting, Kindi App. pp. 460- 
72. 

Objections to: Kisch 10866-9, App. pp. 466-71; 
Norman 13807; Key nee 12927-97R, 13136-8, 

13150-65; Sprague 15298-9, 16313, 15326; llrun- 
yatv App. pp. 497 (3), 499 (11). 
hiscrediting of rupee by bullion dealers and buying 
up of, at. low price, Ki/tch 10781-3, 11002 3 
App. p. 467. 

at Present, East India Section , London Chamber 
of Commerce, App. p. 593. 

Iteplv to, Shahani App. pp, 410-11. 

Objections to scheme, Nieoll 13912-6, 13922, 13979- 
4023, 14100-27. 

Obligatory circulation should not be introduced for 
some years, Madon 3652. 

Policy of different countries re, uncertainty re, 
Chabhuii 2151-60. App, p. 94. 

Popular desire for, Khaitan 8022. 

Popularity of, ./. . 1 . Wadia 5409, 5411-9, 5123-4, 5538; 
Shahani App. p. 410. 

Popularity of, compared with silver, question of. 
Willie 1805-11. 

present Position should continue, Mr Wat fern 877-80 
Position in different countries, Kisch 10991-1001: 
Gregory 12820-30; Nieoll 13979-86; Strong 
15504-18. 

Preferred by rural population, Grantham 8184-8; 

llombuy C hamher of Commerce App. p. 138 (A). 
Pre-war practice re, and criticism, Madon App. p. 147. 
Promotion of. not advocated. Me Walters 876-80. 
Kccomiuctululioii by Fowler Committee 1898 but not 
by ('Imiuberlain Commission, Madon App. p. 146. 
Ifcupce would continue to be principal coin in circu- 
lation, Chit n is App. p. 402. 

Rupees still remaining in circulation, question of 
amount, Kiseh 10780-7. 

Hupei's would still be demanded us small current 
coin, Gi tb bay 12302. 

Scheme, Denning App. p. 55. 

Criticisms, Kisch App. pp. 471-2. 

General result, Kisch App. pp. 471-2. 


Gold Cunenoy— continued. 

Silver would still be bulk of currency, Shah App. 
p. 317. 

Small change, proposed supply of. I'mni rupee- in 
boards, Gregory 12764-71, 12803-11, 12907-9. 
Specific. Indian coin : 

Advocated, Willis 1672, 1070, 1691-2, 1T56-9; 

Campbell 7698, 7701-2; Jccons 9330-1, App. 
p. 340 (10); Cannon 13357; llcngal Chum her 
of Commerce App. p. 281. 

Arguments for, Denning 1615-29, App. p. 50. 

Coin minted in India, no objection to if desired h\ 
people, Kindt 10807, 10970-7, 10987-90, App'. 

p. 166. 

]>ciioininn(inii, question of, Keynes 13166-70. 

10 Rupee : 

Advocated, (Irani ham 3261-71 ; Sinha 7520, App. 
p. 275; llombag Chamber of Commerce App. 
p. 130 (10). 

Necessity doubted, but would not be objected to, 
if bodv of opinion ill favour of, Madon 3639- 
41. 

Proposal, Khaitan 8229-34; Indian Cl lumber of 
Commerce App. p. 289 (15). 

Subsidiary coin not objected to, Willis 1721. 
Suggested if considered desirable but not. eoii- 
sidered necessary personally, Madon App 
p. 157. 

Suggested if sovereign considered loo high value. 
Patel App. p. 234. , 

tile most Suitable unit, Jannarkar App. p. 395 (6i. 
It) Rs. and 5 Rs., Chilnis App. pp. 403 (IV) 405 
(VI). 

10 Us. and possibly 5 Ils., proposal, .tennis App 
pp. 341 (10) 312 (12) 343 (23). 

10 and 20 rupees, proposal. Canaan 13357-t’O*. 
Shahani p. 412 (6). 

Rs. 20 and Inter Rs. 10, proposal, Gregory Ap|*. 
p. 514 (8). 

Rs. 20, proposal, Mehta 6547, 6559, 6577, 6619 21. 

App. p. 247; Dalai App. p. 206 ((»). 
probable Effect, of introduction of, on bolding of 
sovereigns, Denning 1630-9. 
estimated Loss through sweating and wear and tear, 
Wiliis 1726.31, 1735 50. 

existing Mint could produce, but work should be 
kept separate from silver work. Willis 1683-1. 
Mob 1 1 rs : 

Advocated, Pate] 5644-5. 

not Advocated, Ramaiya App. p. 301. 

Issue of, 1918, 1919, McWattcrs, App. p. 12 (7e). 
Continuance as legal tender advocated, Karachi 
Indian Merchants' Association, App. p. 384. 
Melting of, M illis 1687-90, 1769-71. 

Size, etc., comparison with sovereign, Millis 
1685-6. , 

Special purpose of, M illis 1 704-8. 

Legal tender proposal, Shah App. p. 318 (17). 
Minting of, in llombuy, MjiWutlcrs App. p. 12 
(7e). 

containing 108 grains troy of pure gold and 
12 grains troy of alloy, proposal, Shah App. 
p. 315 (5) (10-11) App. p. 317. 
of Same weight, and fineness as sovereign ; 

Advocated, if sovereign not allowed, Indian 
Merchants' Chamber App. p. 197; Dalai 
App. p. 206 (6); Halkrishna App. p. 226; 
Vcnkatapatiraju App. p. 263 (49). 

Proposal, Fulfil 4012.8, 4098-102, App. pp. 183- 
4, 185; s. Joshi 6450-1; I la a 7348-9, App. 
p. 271 (VII); Hunt hiya 8496; Reed 14821- 
6; Madon App. p. 157, 166; Wadia, Joshi 
App. p. 194; lianerjea App. p. 154-5; 
Marieari Trades Association App. p. 307; 
Shah App. p. 321 (30); llcngal National 
Chamber of Commerce App. p. 338 (12); 
Hanna India Chamber of Commerce App. 
p. 376 (4); Scthna App. p. 406. 
Satisfactory from minting point of view, Willis 
1682. 

of 10 Rs. and 5 Rs. proposed when gold standard 
effectively established, Hanthiya 8527; 
Marwari Trades Association App. p. 807 (7). 
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Gold Currency — continued. 

Specific- Indian coin — continued. 

Moliur, half-muhur and quartcr-iiinhur advocated ii 
sovereigns nut to be minted in India, Dalai 
App. p. 200 (70). 

Muliur and 2 Muhur pieces (Hs. 10 aud Hs. 20) 
proposal, Shahani App. p. 412 (0). 

would be Popular, Willis 1001-2, 1714-8, 1724. 

Heasoii for rerun unending, Shahani App. p. 112 (0). 

Scheme, Denning 1010-50, App. p. 50. 

Si/,c etc., proposals, Willis 1070, 1001, 1700. 

Sovereign or, should depend on rale adopted 
Murray 0005-8. 

Sovereign preferable, Aiyar App. p. 050 (3a). 

Sovereign holdings would not be affected, Willis 
1710-20. 

probable l se as store of wealth, Willis 1724-5. 

Substitute* (bank notes, cheques and bills), effective 
ust; of, dependent on stability of \ alues in terms 
of commodities circunistuuced by inter- 
changeability for gold, Joshi 1101-2; Madia, Joshi 
App. p. 180. 

possible Substitution for silver in event of price of 
silver rising above melting-point of rupee, Kisth 
11007-0, 11150-8. 

Suggestion, Blackett 220-45. 

Supply of gold from IJ.S.A., possibility and question 
of effect, A' Inc 5 10808. 

Sweating, danger of, Xicoll 13014. 

Token, proposal dropped, Khaitun 8203-0. 

I udrsirable, Huberts 45070-80, App. pp. 540, 540. 

Ultimate, advocated if and when India demands it, 
lirrd 14054-5, 14735-41, App. p. 545 (4). 

Unsuitability of, for India, as a whole, Bhatnagar 
2010-8, App. p. 108; Hyan ('hand 2700, App. p. 
121; Bantliay * 8701-8; (iubbay 12200-303,12401-4; 
Xicoll 13014, 13010, 13002; Chitnis App. p. 402; 
Huberts App. p. 540. 

extended Use of, encouragement by psychological 
suggested advocated, .1 iyar 0804-5, App. p. 350 
( 20 ). 

Waste of money, Hamilton 10687. 

a Wasteful system, Blackett 443; Hamaiya App. 
p. 300. 

World's, stock of, at different dates 1807 to 1034, 
Kit chin 13374, 13377, 13380-03, 13410-23, 13428 
30, 13473-08, 13002, App. pp. 520-1, 543. 

Gold Exchange Standard: 

liom 1803, MvAVattcrs 705, App. pp. 0-10 (4). 

Abandonment of, advocated, Madon \pp. p. 150; 
Bengal Nuliunal Chamber of Commerce App. p. 
3118 (7); Burma India Chamber of Commerce , 
App. p. 377 (5); Shahani App. p. 408 (4a). 

Adoption instead of gold standard owing to public 
insistenc-e on rupees Bhatnagar , App. p. 101. 

subsequent Adoption of Gold standard not prevented 
• by, Basu App. p. 85. 

Advantages of, Hamilton 10504; Keynes 12070, 12080, 
App. p. 537: Basil App. pp. 80-1; Shah App. p. 
310. 

Advantages of gnld standard compared with, see under 
Gold stundard. 

Advocated , Madras Chamber of Commerce App. p. 
373 (2). 

Advocated as less expensive and probably more elastic 
Ilian gold standard, Furreslrr App. p. 300. 

Hi it Advocated until some measures of international 
cu-operntioii established, Cyan Chand 2884-0, 
2005-34 , 2040-7. 

Advocated rather than sterling exchange standard, 
and advantages, Denning 1230-42; Chablani 
2101-4, 2257-04, 2345-8, App. pp. 07-0. UK). 

Advocated as step towards gold stand urn, Bhatnagar 
253I-40, App. pp. 100-11; (Iraniham 3141; Bre.nl 
3147: Bombay Chamber of C ommirre App. pp. 
130-0; Norman 13740, 13740-0, 13701-804, 14301, 
11380.1. 

Arguments in favour of, cheaper and ^nfer, Hamilton 
10058-02, 10721-3, p. 537. 

Arguments against pre-war system, reply to, Gyan 
Chand App. p. 115. 

Automatic inerease and decrease of currency under, 
Basu 2047-55, App. p. 81. 

Breakdown of, due to world -wide causes, Kisch 

10868-6. 


Gold Exchange Standard— eon tin ued. 

Broadening mit and modifying of, prop* sal, Sprague 
15311 (ii) 15312, 15327, 15331-11. 

Claims made fur, aud ivply to, Madia , Joshi. App. pp. 
188-00. 

Ui iiiparisnn with Sterling Exchange Standard, 
Blackett 350-70. 384-04, App. p. 05 (4) (17) 
Denning 1221, p. 08; Bhatnagar 2538-11. 

Complete convertibility f*>r purposes of international 
trade m eessary fur satisfactory exchange 
standard, Hatnilton 10584-5. 

Conditions necessary for success, Cyan Chand App. 
p. 118. 

('••ntimianee with certain developments and modifica- 
tions advocated, Webb App. p. 501; C asset App. 
pp. 001-3. 

Continuance for the present advocated, I* unjab 
Cham her of Commrrre App. p. 430. 

t '«int ml by (’nitral Hank instead of Government 
would remove one objection to, Hail 7208-70 
7303. 

Currency expansion under, foreign price levels not 
operated «»n, Hamilton 10072-80. 

I Meets of system, and objections to, Blackett 225 7, 
240; Madia, Joshi 4280-4. App. pp. 11)0-2; 
Ambedkar 0070, App. pp. 235-7; Banerjr.a 6798- 
820, 7034, App. p. 253; Venkatapatiraju r 071, 
App. p. 250: Hau 7280-308, 7351, 7370, App. pp. 
207-8; Bant hiya 8058-07 ; Khaitun 8023-30 \Sarkar 
0100-10; ('an nan 13201-11, 13330, App. p. 515 
(1); Dtnning App. p. 43 (2); Bhatnagar 

App. p. 100; Vakil App. pp. 175-0; Marivan 
Cliambei of Commerce. App. p. 242 (12); 

Indian Chamber of Commerce App. p. 284 
»5t; Marirari Trades Association App. pp. 300, 
307: Shah App. pp. 310-20; Aiyar App. p. 355 
<28, 20); Burma India Chamber of Commerce 
App. p. 370 f-l) : Karachi Indian Merchants' 
Association App. p. 384; Wacha App. 3N0 (1>; 
Chitnis App. p. 308; Shahani App. p. 408 (4). 

possible Ib-im-dics, Blackett 275-8. 

lb-ply to arguments Hamilton p. 530 (5-0). 

n«>t Derogatory to India's status, Hamilton 10581 
App. pp. 358 (|) 350 (4). 

I development, of, Shah App. p. 310. 

Development, ‘possibilities, Basil App. pp. 85 0. 

essential Difference between gold standard and. 
Gyan ('ham! 2701. 

Draw line ks of, examination of, Basil App. pp. HI 4. 

Kenjioinie advantage of, v. Indian sentiment in 
favour of <iold standard, Hamilton 10552-7 
10727-8. p. 530 (3-4). 

in England, system, Bnlkrishna App. p. 21H. 

Extent to whirl, system before 1011 was a gold 
exeliange standard, Basil 1054-0]. 

Expense of, question of. BUu'ketl 413-0. 

Failure iu 1020, Gregory 120-13-5, App. p. 51 J (1). 

with Gold eum-ney desirable, J. A. Madia 5331-43. 

Gold currency not a necessary feature of, Blackett 
354-8; Denning 1047, App. p. 52 (7); Me Watters 
874-0; 

Gobi in reserve under, reason for, Kisch 11210-21. 

Gold in reserves not essential, Gregory 12051-0. 

Improved system : 

Ad vocal (si as means towards gold currency, Camp- 
bell 7054. 

Seb -nie, Blackett 351-102. 0080-10030, 10000-115, 
IOJ22-71, 10182-0, \pp. pp. 08-0; Denning 
App. pp. 41 (4). 52-3; Hamaiya 8442-01; Kisch 
10847. 

tVitiiTin-iits on, Kisch App. pp. 475-0. 

liMahjlitv • »f internal prices caused bv. Wndia. Joshi 
4210-20. App. pp. 180-00, 105. 

Introduction of, Bu*u 2110, App. p. 88. 

I .inking of rupee to gold under, theoretically sound, 
but not leeoiiimi-ndcd Madon 353H-40. 

a Managed system unless notes and rupees freely 
convertible into toreigu exchange, Grantham , 
Brent 3151-5. 

Management required, question nf comparison with 
Gold standard, Ha mill on 10550-70, p. 530 (5) 
\pp. p. 350 (9c) . 

Manipulation : 

popular Criticism from point of view of, Blackett 
9083. 

not an Essential part of, Blackett 10108-0. 
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Gold Exchange Standard -con finurd. 

Manipulation — continued. 

if made Impossible. svstem less objectionable, 
Dalai 4010. 

I 1 * »ssil»ilitv nf, Madon >)5ri2 1, 3550-8, OHIO, App. pp. 
1511, " 1ff»; M adia 1070; Dalai 4010; Sinha 
7171-2; Banthiya 8058-07; Khaitan 8023-39; 
Amhcdkar App. p. 200; Indian Chamber of 
Commerce App. p. 284 (5); Manoari Trades 
Association App. pp. 000-007 (5) (6) ; Shah App. 
p. 010; Surma India Chamber of Commerce 
App. p. 070 (4); Karachi Indian Merchants' 
Ax social ion App. p. 084; Shahani App. p. 1()H 
I lb). 

Methods of establishing Bombay Chamber nf Cam. 
in rrcc App. pp. 142-0. 

Necessity for keeping balances in Hngland under. 
Shah 8702-0, App. p. 017. 

as Permanent policy, not advocated, Bhatnayar App. 
p. UNI. • 

Political disadvantages of, Sinha App. pp. 270 4. 
Popular opinion would prefer, rather than sterling 
exchange, standard, Denning 1210-11, 1200-47. 
1250-3. 

Pre-war, experience should not condemn system, 
Cyan ('hand 2882, 2078-0, App. pp. J15-H. 

Pre-war system : 

Pail nre of. Vakil 4118-22. 

Reinstitiition : 

Advocated K. Crouch and App. ft. 200 (4). 
Advocated, with some rriodifientions, Basil 1003-8. 
1019-28, 1 085-0. 

Success of, Keynes .10177-81 ; liana App. p. 80. 
Preferred to sterling exchange standard, Hamilton 
10048-54. 

general Principles of, liana App. pp. 70-80. 

Prosperity of country while standard in force not duo 
to, Vrnltalapaliraju 7170-87. 

Pure, ciiii onlx lie established on international basis, 
Banerjen 0070-7. 

(Question in connection with foreign trade, Blackett 
085-7, 388-92. 

Reserve : 

Building up of, to be earmarked for exchange pur- 
poses, uud separated from all other reserves, 
pp.pusal, llasu 1080-07 , 21 10.0, App. pp. 80, 
03. 

< oni|>nsitinn of, Drnniny 1212-0, 1243-5; liana 1943- 
0; Shekel I 10185-0. 
in Foreign currencies, llhcke.lt 300-402. 
in Gold or exchanges convertible into gold, no 
difference, liana 1043. 

Portion iu currencies other than sterling pro- 
mised, Drnniny 1220-30. 

11. S. dollars, proposal, liana 1947-9 App. p. 

Gold holding : 

Advisable us a buffer, Dcnainy 1223, 1243. 
Comparison with reserve under sterling exchange 
standards, Dcnainy 1222-5, 1232-5. 
not Necessary in theory, but probably desirable 
in pructiee, McAVaitcrs 819. 

Proposed, lihickrtt 359-83; Drnniny 1212-0. 

I sc only for export, difficulty, Hlackclt 375-8. 
Ijoralion of, Hlackclt 10182-4; Sana App. pp. 84, 
85-0. 

iu America, question of, Ban a 1072-84. 
in Different centres of the world, proposal, liana 
1913-10, 4000-84, App. pp. 70, 80, 81, 84, 
85-0. 

Proposal Me Wat tern 801. 

Separate reserve against, return ot rupees from 
circulation necessary, Dcnainy App. p. II (5). 
Restoration of, would bn objected to, Madon 3818-9. 
Hotention advocated, liana App. p. 80. 

Retention advocated, from point of vie w of economic 
advantage, Hamilton , 10552-9, p. 537, App. p. 
359 (0). 

Retention up to 31sfc March lt>28 advocated, 
Halkrixhna 5143, App. pp. 210 (10) 217. 

Sentiment opposed to, though ideal system a g«*od one, 
liau 7371-0. 

Stability of pricca necessary, for working of, Oyan 
Chand App. p. 120. 

Statutory liability upon currency authorities to supply 
gold for export would remedy defect in, Madon 
3641-4. 


Gold Exohange Standard —-continued. , 

Suitability of, for ull countries, lianu App. pp. 84-5. 

present System not a complete gold oxchangt- 
stundurd. Wad in , doshi 1270, App. pp. 100-1. 

Trade with noii-slcrling using countries would be 
assisted, lianu 1017. 

( nworkablo in practice, Shah App. p. 310. 

Waste of gold under, llalkrinhna App. p. 223. 

Gold money, prices and the bank rah*, Nil chin 13500. 
13533-05, 13055-00. App. pp. 524-5, (Shurl. 

Gold standard : 

Advantages of, and comparison with gold exehungc 
standard, llbwkctl 403-0; Me Watters 040; Cyan 
C hand 2750-01, 28J5-0; Madon 3512-4, 3500 
App. p. 108; Vakil 3000-13, 3020-7, 3031-3, 1055. 
02, 4118, 4175-80, App. p. 180, 185; Jnshi, 
UWia 4250-03, 4270-8, 4280-01 4375-81, App. 
pp. 100 (20), 101-2, 103 (20); Italkrishna 51 11-54. 
App. p. 210 (1) pp. 220-4; Catrl 5004-7, App. 
p. 234; Amhcdkar 0051-70, 0208-17 , 0230-59, 
App. p. 235; lianerjea 0810; Sinha 7471-2. 7549- 
50, App. pp. 273, 274; Shah 8785-00, App. p. 317: 
Sarkar 0104-8; Cannon 13201-10, 13228-31, App. 
p. 515 (1, 2); Wadia, Jos hi App. pp. 100, 192-1: 
Hau App. pp. 200-70; Hamaiya App. pp. 207-0; 
llrnyal National Chamber oj Commerce, App. 
p. 337 (2); Cochkhatiawala App. p. 385; Slmhani 
App. pp. 400-11. 

Reply Id arguments, llamilbm 10581-8, p. 530 (5-0), 
App. p. 350 (0). 

Advantages of gold exchange standard eompiired 
with, Hamilton 10504, App. p. 537; Keynes 
12070. 

Advocated, It liutnuyur 2525-35, App. p. 104; Cyan 
Chand 2750-01, App. pp. 121, 134; ( Irantliain , 
limit. 3144; Vakil 1123-4, 1128; Sassoon 5001. 
5130; Catel 5501, \pp. pp. 233-4, 235; Amhcdkar 
0074, App. p. 230; VnikatapaHraju 7080. 7127, 
7187-03, App. p. 201 ( 10), pp. 202-3: Sinha 7134. 
7171-2, 7470, App. pp. 272 ( I), 273 (0); Chakraearli 
7025; Hunt hiya 8400; Shah 8758, App. p. 315 ( I); 
dr eons 9282, App. p. 340 (0, 10); (iregory 12018 
App. p. 511 (1); Nicoll 13852; Herd il05» 5, 
App. p. 545 (4); Denniny App. p. 45 (8); 
liomlxiy Chamber of Commerce App. pp. 137-9: 
Madon App. pp. 150-7, 100; Indian Merchants' 
Chamber App. pp. 100-7; Dalai App. p. 205; 
Bombay Millownrrs ' Association App. pp. 207, 
208; Maruniri Chamber of Commerce App. pp. 
212-4; Mehta App. p. 240; lianerjea App. p, 253; 
liau App. pp. 209-70; Indian Chamber of 
Commerce App. pp. 280-7; Marwari Trades 
Association App. pp. 300, 307; llrnyal National 
Chamber of Commerce App. pp. 330 (1), 337 (3); 
Burma India Chamber of ('oih merer App. p. 370 
(4); Karachi Indian Merchants * Association .,\pp. 
p. 38|; Boehkhanairala App. p. 385; Wuclui 
App. p. 387 (2); Shatter App. p. 300 (0, 7, 0, 10): 
Chitnix App. pp. 308, 402; Srthna App. p. 400: 
Shahani App. p. 408; Das App. p. 413 (2, 3): 
Bnnjah Chamber of Commerce App. p. 120: 
British luvhanye Banks App. p. 544 (2); Huberts 
App. p. 545; H’tfwm. App. p. 58d-7. 

Advocated as concession to human weakness uud 
conservative feeling, Hamaiya 8430-7, App. pp. 
207, 200 (3). 

Advocated as decreasing danger of fall in value el 
gold, (iregory 12040-50, App. p. 511 (1). 

Advocated without gold in circulation mid without 
limitation nf legal tender nf rupee, Kisch 10051-2. 

Ad vi eateil as step tow ards international exchange 
standard, Blackett 10005-7, 10J87, 10287. 

Advocated as ultimate system. Cum obeli 7810-23: 
Benya I Chamber of Commerce App. p. 281. 

imt Advocated, Cosset App. p. 001. 

not Advocated till relations developed with other gold 
currency), strengthening of reserves noecssarx 
first, Norman 14485-91. 

not Advocated till relations developed with other gold 
standard countries and banking agencies 
developed, Sprague 15313, 15320-8; Strong 15395 
(vii). 

Alternative standards, Amhcdkar 0073-4, App. p. 230 
(8); Jtau App. pp. 268-9. 
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Gold Stinkard — continued. 

Arrangement with Nutive Staton for poRtponemcnt «>f 
conversion nf hoards of rupees, proposal, Denning 
1409-72, 1478-81, App. p. 17. 

Attitude of previous enquiries re, Kinc.lt 10940-50. 

1 1 in iking development an essential part of, Sprague 
1531 1 (iil, ir.31-2, 15321, 15327; Strong 151195 (vii). 
in Civilised world, with exception of Indiu and China, 
before the war, Wadia, Joshi 4188-92, App. 
p. lull. 

Conditions requisite for, Dgan Vhand App. p. 121. 
Consult atioii with Hank of England and Federal 
Reserve Hank necessary, lilac licit 5:10-4:1, 10231, 
10234 40, 10257-04, 10318-0, 10330-47, 10354-9, 
Denning 1515-23, App. p. 48 (18). 

C.Kt. of : 

Attitude of tin* legislature, no opinion re. 
Mr Wat I cm 90541. 

no (’ost involved. Motion 3037 8, 3089, 3713-55; 
ll'«c/irt, .loshi 4327-42, 4308-71, App. p. 195; 
*S hie prat up .loshi 0313. 

Country prepared to pay, Dalai 4898-9. 

Effect on Government.'*; finances, McU'altrr* 908. 
Estimate, lllacltt.ll 577-95, App. p. 09-71 ; 

Mc\\ nl lent 881-907 . 909-14; Denning 1520-51, 
App. pp. 49-50; Sinha 7437-44, 7408-71, 7545-8 
App. pp. 273, 270-7; J crons 9384; Aigar 0910- 
8; Kindt App. pp. 471-2; Can nan App. p. 518 
(7). 

Indus! icily of, criticism, Hollander 15232 (xiil 
probably too Low* Strong 15395 ( i v) ; ('asset App. 
p. 001. 

Ext ni cost of, v. increased confidence, as compared 
with geld exchange standard, Khailan 80 in. 5. 
at Future time would increase, liamaiga 8438-41, 
App. p. 3(H). 

would ho very Heavy, Forrester, App. p. 390. 
Iti'tns of, Italic rjra 0981-2. 

•I ustiliral ion question, llrcnt , D ran I ham 3204-7. 

.1 iisti fii>il , raid 5071-5; Mrlila 0022-9; Sinlta App. 
p. 273 (9). 

would hi* In* ss than cost under gold exchange 
system in the past., Dalai 4899, 4909. 
would la* Less than feared, Date! 5071. 

Pmsperit y of India would balance, in your or two 
raid 5070-83. 

Question of, and would not be prohilntive, Vakil 
3999-1011, 4090-5, 1129. 

2 ernres annual interest would he justified, Halit- 
rislnia 5225-9. 

ritimati* cost would he negligible. lUachrll 10251. 
Hunger of, Hamilton p. 537. 

Hanger of appreciation of gold. Laurence 0058 01, 
0721-3, App. p. 248 (3, I). 

possible Hangers in connect imi with. McWalten * 910. 
Hetuand for gold under: 

would Arise mainly I mm poliey of limiling h*gal 
9 tender of rupee, Wackelt 10174-5. 
h»r Circulation would he slow, Drinfham -1220. 
fur Conversion of hoards * llgan C hand 2798-9; 
( Iran I Inna , limit 3190-200. 

Demand not likely to he large, Aigar 9935-71. 
Extent of danger and. means of preventing. 
(iregorg 12800-12, 12883 0. 

Hr Conversion of rupees: 

Estimates, Madon 3700-12, 3750, App. pp. 172-5; 
Vakil 3048 54. 390H, 3971, App. p. 181 ; 
Mrhla 0501-10, 0578-82: Lawrence 0714: 
Sinha 7414; Shah 8809-21, App. p. 320 (W : 
I lladt eft 10227 30, 10208-9, 10291, 10300-11; 


Kindt 11001-7. 

no Large amount likely if legal tender not 
limited .Irma* 9380-2, 9401-3, 9524-5. 
when Exports partieularly large, danger of. and 
means of avoiding Sprague 15311 (o), 1o.11.i- >, 


15351; Strong 15317. 

pmlmhle Extent of, Denning 1430-L, He 
pp. 40-7; Dgan C hand 2702-0, 2783-5, 
2H17-8, 282 i , App. pp. E31-2; Madon 
3750; Vakil 3948-54 , 3908 , 3971. App 
Halkrishna 5222; Mehta 0501-10, 
Lawrence 0714 ; Sinha 7441; llanlhiga 
Sarkar 9138-10. 9211-0; Aigar 9932-7; 
10227-30, 10208-9, 10291, 1030011 

11004-7; Manvari Trade* Association 


3-7, App. 
2795-812. 
i 3700-12, 

>, p. 181; 

0578-82 ; 
i 8539-00; 
; lllackdt 

I ; Kisdt 
App. pp. 
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Gold Standard — continued . 

Hemand for gold under — continued . 

Extent to which full demand must he. provided 
against at first, lllackdt 10312-9. 

present- Gold imports would he mailable for 
currency, .loshi 1311-8; Wadia 4319-20. 

for Hoards und oninineiits would eoutimic to he 
supplied through private sources as at present, 
Dgan ('hand 2707-8, 2805-0. 

troni Holders of silver, estimate, ('tinsel Ann. pi*. 
000-1. 

would he I nereased at- first, lllackdt 437, 419. 457, 

517. 

for Internal eireuhilimi, likely to |><> small Dgan 
(hand 2702-0, 2817-8, 2821. App. p. 122. 

Method of meeting, Denning 1482-92. 1198-510, 
1538-14, App. 47-8. 

Hale of. Vakil 3954-5; Addis 13079-83. 

to Ih'plaee rupee lioards, not anticipated, Dgan 
('hand 2709. 

possible Het urn of gold • loshi 4295-8; 4320. 

Hush not anticipated, llalkrishna 5182 8, 5191-3; 
Khailan 8090, 8098- 105, 8108-70; Indian 

Chamber of Coin inner App. p. 289 (10|. 

Hush not anticipated owing to confi leiiee, llanlhiga 
8517-51; Martcari Trades I ssocialion App. p. 
309. 

Hush not antieipated unless legal tender of rupee 
limited. Canaan 1323415, 13271-7, 13333 5 

13339-10, App. p. 510 (3). 

Hush possible at first, llalkrishna 5218-20, 5222. 

World e red it not likd\ to In* imperilled. Dret/org 
12915, App. p. 512 (I). 

Depression <4 1920-22 would have been avoided, 

Itainaiga 8284-90, App. p. 299 ( ii i ). 

Hcsirahilit \ of, lllaekefl App. p. 05 ft). 

Desirable from point of view of giving confidence, 
SI mug 15131-9. 

essential Difference between gold exchange standard 
and, Dgan ('hand 2701. 

no Difficulty anticipated in obtaining gold hv public 
for arts etc.. Ill ticket 1 10(H)3 4. 

Disposal of silver: 

not necessarily Absolutely necessary, (Iregorg 

12911-14. 

American attitude, question of, ft military 14211-3. 

Criticism of proposal, .Icrmis 9409; Kisdt 11598. 

Delay not advocated, lllackdt 10270-7. 

Disturbance would not he serious if spread over 
some \ears, lltinrrjeu 09(H) 3. 

Effect, (iregorg 12093-5, 12758-01, 12815 9, App. pp. 
513 4 0i).‘ 

Effect : 

on American silver interests must l»e considered 
owing to assistance received from America 
under Pittman Act, Kit.ch 10*15-0. 10881, 
10893-9. \pp. p. 118; Keynes 12970 3. 
on China, Kisdt 10818 9; Drcgmg 12810; lloheil s 
15157-8, App. p. 551. 

dii Copper, lead ami /iuc mining industries, 
.Irnison , 15238 (x-x vii). App. pp. 501-73. 
in Great Ihitain. \ddis 13710. 
on Holders of -dl\er, Die, png 12H|9. 
on Silver market and prices. Dalai 4900.2; 
llanlhiga 8571 0; KiL hin 13458-03, 13500-75, 
13003-4, App. pp. 531-3; 1 ddis 13704-9, 

13839-44 : \ormnn I3H24-N, |3H-||; Hradhurg 
14211-2, 11275-7: linhril* I5n99 107, 15212-7. 
App. pp. 551-3; Sprague 15230, 15250 4; 
Slrong 15395 (iii), 15401-5; .Irnison App. pp. 
501-73; Morgan App. p. 000; Alexander App. 
pp. lilO 1 1 . 

mi Silver market, pos-dhility of controlling huxing 
price, question of, llamillon 1O592-0. 
on Value of hoards, Khailan 8188-90. 

E-timate c if sum to h.* real Led, Denning 1134-47 
App. p. 40. 

Gradual : 

\dvocatcd, Hanrrjra 0900-3. 

Objection to, ( iregorg 12758.01, App. p. 514 fl»). 

Hypothetical result, Kisdt App. p. 494. 

in llidia, doubted, McWatfei * 92.*)-M. 

Hiss would result to Government. Forrester , App. 
p. 396. 
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Gold Standard — continued. 

Disposal of silver — continued. 
prnpnKtttj Method mid effects, Mndon 31)28-9, 
3057 HO, 3713; Vakil 39HH-98, -I08H, 4112, App. 
p. |h:|; Mehta. 0511-35, 0583-0(10, App. pp. 
240-7 ; Hunt hi i/a H501-70, 8083-99; Manvari 
Truths Association App, p. 309. 

Hot Necessary, Shirpratap Joshi 1)312-21, 0342-08; 
Khaitan NjiMI. 

Rnlilieul relations with China would he affected, 
Kindi 10817. 

Problem of, Mehta App. p. 240. 

Proceeds, estimate, criticism, Hollander 15232 (x). 
Proposals ton drastic, normal wastage or absorption 
should he relied on, Herd 1119)5-1). 

<^i i ration from jioint. of view of America, (iahhat/ 
12473-4. 

Serimisncs-; of priipowal from American point of 
view, Roberts 15(199-101, 15212-7 ; App. pp. 
550-3. 

Spreading of, oxer number of \ ears di nimble to 
minimise effect, Denning 1595-H. App. p. 48 
(19): Sin ha 7524 31; Forrester App. p. 390. 
in Dominions, at outbreak of war, and policy re, 
K ini'll 11040-9. 

Drain on world supplies would lx* dimini died within 
30 \car-, /thicket t 539-41. 

Kffects ■ 

more Actual "old would be imported during 
transition period and consequent accretion of 
"renter real wealth, limit, ( Irani ham 3175-83; 
Horn ha if Chamber of ('ommrrec App. p. 138 
(5). 

on American silver interests, 15238 (x-xviii; 

Sprague 15271-4; Jrnison App. pp. 501-73. 
on Rank of England position and policy, Addis 
13000-7. 

probable Rciicfih to other countries, Balkrishna 
5271-3, App. p. 223; Sinhn 7549-50. App. 
p. 271 (10): Hannan 13231-3, App. pp. 515 0 
(2); Roberts 15070, App. pp. 515-0; Banerjea 
App. p. 251; Waeha. App. p. 387 (3). 
in (’h im, Kindi 10818-9; ( Iregory 12810; Addis 
13007, 13710; Roberts 15157-8. App. p. 551; 
Forrester App. p. 300. 

('mifidence in currency system, Gy an C hand 2750-8; 

Vakil 3920-7; Itanerjea 0805-7. 

(\>st of living and money wages in European 
countries and in India, Addis 13070. 

Currency xx ill be more automatic and public 
confidence "renter Sin tin 7171-2, App. p. 273 
(9). 

Curtailment of credit- would result, and result. 

Addis 1307 1 3; Roberts 15081, App. pp. 518-9. 
Disturbance, likely to bo slight, ('annnn 13210-20. 
on Keoiiomie life of the country and gold market 
of tin* world, ft if an t'band 2823-32. 

Kurnpeau countries, maiuteiianee and restoration of 
gold standard, Addis 13009. 

Exchange problem would la* simplified, Gyan ('hand 
2759-01, 2815-0. 

Eiiiancial and economic, generally, and in India, 
Hollander 15232 (vi). 

foreign capital would la' more easily obtained. 
Vakil 3931-3, 4175-80, App. p. 185; Vatel 
5094-7, App. p. 231: Ilalkrishnn App. pp. 220, 
221 . 

oil (told in circulation. Brent 3157-01; Bombay 
t'hamhcr of Commerce App. pp. 137-8. 

(•old holdings xvill be brought In mint for conversion 
into coin, Balkrishna 5224. 
on hold imports, Mndon 4409. 
on Gold market and prices, (h/an C hand 2720-32; 
Mndon 3700-72; Vakil 3909-78, 4171-4. App. p. 
183; Vat el 5009-70; Banerjea 0852-9; Ran 
7330-43, 7397, App. p. 270; Khailaa 8090-5; 
Hamilton 10598-9; Keynes 12928-37, 12973. 
13108-23; Gregory 12780-9H; Kit chin 13404-8 ; 
Addin 13070.' 13074-7; liradhim/ 34209-10, 
14245-8, 14209-72, 14311-2: flu rye ss 15290 (vii); 
('asset App. pp. 000-1: Morgan App. p. 000. 
Serious consideration required, Brent 3202-3. 
on Hoarding: 

not Anticipated Hamilton p. 536 (6). 


Gold Standard — continued. < 

Effects — contin ued . 
on Hoarding — continued. 

Decrease, ultimately, Blackett 428-51,450-51, 407 
MeWatters 940; Grantham , Brent 3191-5. 
3255-0; Vakil 3931-8, 4003-0, 4148, 4175. 
App. pp. 180, 185; Itanerjea 6824-32, App. 
p. 253 (9); lim 7299, 7309-14, 7330-7, App. 
pp. 209-70; C hakravarti 7926-8, 7952-5; 
Bombay Chamber of Commerce App. p. 138 
(7); Manvari Chamber of Commerce App. 
p. 244 (20); Sin ha App. p. 273 (7). 

nt Hold would take form of coin rather than 
bullion, Caiman 13283, 13286-8, 13294-5, 
13330-H, 13350, App. p. 518 (7). 

Hoards likely to be held in gold Mislead of silver, 
('assrl App. p. 000. 

possible Increase at. first, Grantham , Brent 3191- 
5. 3255 0; Itau 7313-1, 7380; Sprayae 15280, 
15293 (vi, 15295: Strong 15395 (iv); Bombay 
Chamber of i'oinmerce App. p. 138 (7). 

Injustice involved to savings of uncoined holders 
of silver, Hollander 15232 (xiii); Strong 
15395 (iii) 15401. 

on London Market and on India, Keynes 12938- 
52, 12952-4. 

Loss to people whose capital is boarded in silver 
Forrester , App. p. 390. 

Silver ornaments, Blarkrtt. 523-9; Henning 1421-3, 
1428-9. 

would be Slight, if legal tender character iff 
rupee continued, Jr eons 9381-2. 
on Holders of uncoined silver, Sprague 15250. 
ni\ Imperial Rank's hold on local money market. 

not considered, MeWatters 952-0. 
would be Increased ill proportion to increased 
amount of gold required, Addis 13084-5. 
would he Intensified the more rapidly gold 
absorbed, Addis 13078. 

Investment of savings in things other than precious 
metals, Blackett 130-51, 450-7 107: Mndon 
4180. 

on Note circulation, Blackett 410-12; Afr H’fi/frrN 
947; Vakil 4007-70; Lawrence 0717-9; Shall 
8922-30. 

mi Position and policy of Central Ranks of European 
countries with gold or gold exchange standard 
Addis 13008. 

on Prices, question of Grantham , Brent 3297-311. 
on internal Prices, would not be appreciable, except 
possibly during transition period. Vakil 4088-9. 
on Prices on lienvv dislodgcinent of silver, Hennhit) 
1493-7. 

on Public confidence in tin 1 rupee if price of silver 
bullion fell, question of, MeWatters 919. 
957-04 , 907-73. • 

lief urn of rupees from circulation likely to be small, 
Shirpratap Joshi 0350-8. 

Rupees, circulation of, Blarkrtt 407-9, 429-51. 
on Silver market Blackett 523-9; MeWatters 904-7, 
915-22. 940 ; Brent 3297-308; Vakil 3988-9H, 
App. p. 183; Khaitan 8188-90; Sprague 15230; 
Denning App. p. 48 (19). 

il Silver prices fell, effect on India would be slight. 
Vakil 4112. 

Slow rise in prices anticipated and effect on industry 
and agriculturists, Wndia , Joshi 4237-49. 
in Stabilising internal priees would be relatively 
greater than pure rupee currency under gold 
exchange standard, Grantham 3105.0; Bombay 
('ham her of Commerce App. p. 137. 

Stability of prices and exchange, Bengal Xational 
'Chamber of Commerce , App. p. 337 (2) (3). 
on Supplies of credit and rates of interest in Great 
Rritain, Addis 13604-5, 14404-8. 
in C.S.A., question of, Gregory 12780-90. 
on Value of silver hoards, Blackett 10405-70. 
on World gold reserves, proposed arrangements to 
avoid disturbance, Blackett 530-42; Dcnnimi 
App. p. 50 (22). 

Elasticity of system would bo impaired by permanent 

contraction of notes, Blackett 514-5. 
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Kmergefiey currency, provision of Joshi t Wadia 
4270-8, 487fi-81, App. pp. 11M), 103; Sarkar 9107, 
0205; Hvntjal National Chum hr r of Commerce 
Ap|». p. 000 (15). 

I 'Ape ml ill i re iu connection with, items of, MeWattcr* 
881 - 0 . 

Kxti-ut of, in other countries, tlasu 1929-38; l Hu elect l 
10152-1, J 1)204. 

(icuernl re-establishment. possible without serious dis- 
turbance under certain circumstances, Hubert* 
App. p. 540. 

(Sold currency, nee that title. 

Gold required under: 

Amount : 

Mat ironies, Hluchetf 480-505, 510-0, 541-5, 10222- 
55, 102*18, 10255-0, 19208-9, 10280 511, 

10520 8, 10050 04; Me Wat ter* 042 4; Penning 
1512-4, 1524-5, App. p. 48 (18); Cyan 

('hand 2827-81; C rant hum , limit 8280-4, 
8878-7; Mudnn 8012-20, 8770; Vakil 800.8 4, 
8071, 4085, 4171; Halkhshna 5228-4, 5225, 
5810-18; Patel 5050-02 , 5001-5; Itanerjea 
0888-8, 0801-0: Venkatapaliiaja 7004-5; /tan 
7820-0; Sin hu 7521, App. pp. 275, 270-7; 
Chakraoarli 7070; (Ircgory 12071-81, 12712- 
18, 12780-11, 12840, App. pp. 511-2 (8), 515 
(0); Muruuiri Trade « .Ijutocta / ion App. p. 309; 
('asset App. pp. 500-000. 

Criticism, Ca**vl App. pp. 599-000; 1 1 nil under 
15282 (ixV 

considered t c k » ls>w, Sprague 15208 (v); Strong 
L5805 (iv); Kant India Section , London 
I -ham her of I'ommercc, App. p. 508. 
no l ( '.xt.rn amount will he required (nr very small 
amount), lUtnthiya 8580-014, 8018-22, 

Marieari Trade * . I ssuciutiun App. pp. 807-0. 
it Cl 00,000,000, results wutild he serious. Mud on 
0021-5. 

Clno,(M)d,OM0 not. necessary, (Iregorg , 128-10-1 

App. p. 518 (0). 

present Reserves sufficient to start, with. Sarkar 
0188.51 . 0208-10, 0224. 

present. Resources sufficient, Wadia , Jo* hi 
4827-42, 48<i8-7l, App. p. 105, 

KtTeet on world and on Indian prices and soeial and 
eeoiiomie eoiiditions, thdat 4000-8; Marieari 
Trade * Association App. p. 811. 
possible Sources of, and methods of accumulating, 
Crnnfhnm 8225-10, 8245-50, 8285 01; Motion 
3030 8, 8008 5, 8820-10, 418107, 1528-80, 

4510-58, App. pp. 150, 107: Vakil 8001-2, 
8070-87, 4087. 4120-80, App. pp. 181-2; Putat 
4801 7; 4080-00; llalkrishna 4820. App. p. 220; 
./. I. Wadia 5107 H; Patel 5008 8; Shirpratap 
•I u*lt i o3o7 10. 0440-0, 0152-5; Mehta 0514 48, 
App. pp. 240-7; / la nerjea- 1*880-51, 0024-5; IVn- 
l:u I a /m I irajn 7001 7.7210-20. App. p. 2f»1; Sinha 
7582-8, App. p. 275 (18); Ihnilhiga 8501 -70. 
8580-000, 8015-7, 8700-85, App. pp. 800-11: 
Sarkar 0188 07, 0200-10, 0221-0; .leruns 9383- 
01: Aigar 0007- 18. 0088, App. p. 857 (88); 
lllaekeit 10240-50, 10854-0, 10805-87, 1039O-3, 
111510.8, 10510-5; t Iregorg 12818, 12850-02. 

12010, App. pp. 511 (H), 515 (0); Key nr* 12928- 
51, 12070-8. 18110-28; Canaan 18281-2, 18801; 
I i rad bury 14271; Ho in bay Chamber of Com- 
merce App. p. 180 (11); Marinin Chamber of 
Commerce App. p. 214 (18): Shah App. p. 817; 
llcnyal National Chamber of I'ommeree App. 
p. 888 (0); Karachi Indian Merchant*' Assoeia- 
tion App. p. 885; Jannarkar App. pp. 808-4 ( I); 
Chihli* App. p. 400. 

Arrangements between Ihuik of Kugland. 
Federal Ihmk of New York and Imperin! 
Hank of India proposed, Waeha App. p. 887 (8). 
Borrowing or opening of credits : 

in F.nglnml, difficulty. \onnan 18740, 18741, 
18748, 18800 18. 
in U.S.A. : 

Difficult v. Norman 18740. 18741. 18800-82. 
13845. 

Opposition anticipalcd, Itohert* 15103-4. 
15127-31; Hollander 15232 fxivi: 
Sprague 15270-4: Strong 15305 (iii, v)* 
Morgan App. p. 000. 


Gold Standard — continued. 

Gold required under- -eont inn ed. 

possible Sou fees nf. etc.- -continued. 

I*<. moving or opening of credits - -continued. 

in I .S.A.- continued. 

Proposal , Korrc*t cr App. p. 300. 

(Question of, and pcssihilitv doubted 
Alexander App. pp. 00(1, 01*1. 
Concurrence ( .f New York money market 
desirable but doubtful, Keyne* 12050-1. 
Difficulty, Norman 14510-27; Korrester App 
p. 30ft. 

no Ditlicultv anticipated. Palal 4082-3. 

500 million dollars gradually, from America. 

possibility, Alexander App. p. 008. 

Gold reserves of (Yntral Banks might be reduced. 

tl re gory 12741-50. 12778 HO, App. p. 512 (4). 
from Hoards in India, tin disturbance would 
result, Alexander \pp. p. 008. 

Interest on gold standard reserve and paper 
currency, criticism of pn.po-id. Placket? 
10103-1, 10332. 

1/1 rate of exchange would facilitate acquisition 
Haul biya. 8053-0, 8731-2; Marieari Trade * 
Association \pp. pp. 311 (10) 313 (20). 

I .iinit at i< m of sali*s of exchange bills when 
exchange favourable, proposal. Jeron* 0112. 
by lioan floated in India, advantage of, it 
possible, Sprague 15311 (i). 

Loans, effect., Hubert* 15080, App. p. 510. 
by Purchase, riot, advocated, .leron* 0412-8. 
liaising i*f credits might be necessary, Kegue* 
12038-10. 12051. 

Sullieienev ol gold '-iqiplv for, C regorg App. 

pp. 511-2 ( 3) (4). 12778.81, 12820-30! 12881-2. 
from C.S.A. : 

Directly, with co-operation of Federal Reserve 
Banks, possibility of. without disturbance 
Sprague 15208 (ii-iv). 15305; Strong 
1538! (ii) 15305 (v). 

position re. Strong 15317-20, 15322; Sprague 
15321. 

Possibility, liradbimi 14205-7, 11210, 1120072 
1431 i -2. 

Reserves not considered excessive, Hubert* 
15082-7. 15110-20. 15132-8, 15203-11, App. 
p. 548. 

with or without Gold currency, no difference as 
regards manipulation. Norman 11182-1. 
v Gold exebnnge standard (generally) Hubert * 
15171-7. 

certain Government or Bank interference necessary, 
Keyne * 12083-0. 

the Ideal standard, Mehta App. p. 210. 

Increase in note issue against gu|i| brought in, ques- 
tion of effect Madon 1471-2. 

India's relationship with London anil New York 
under. Hrungate 11201. 11204-0, 1I8H3-7, App. 
|». 407 (4). 

Indian conditions adverse to efficiency and smooth 
working of, llrunyute 11105, App. p. 500 (20). 
Indian sentiment in favour of, v. ••eonomie advantage 
of gold exchange standard, Hamilton 10552-7, 
10727-8, p. 580 (3-4). 

Interior to standard .securing greater immunity rmm 
large price fluctuation*-, Hamilton p. 580 (2). 
International aspect and objections to proposals from 
point of view of, Norman 3740 1. 13800-32, 

18815; Hubert* 15007-8, 15107, 15173. 15104 202, 
App. p. 550; Strung 15220 (i iii), 15305 (vi)* 
Sprague 15203 (i), 15523 35; i'assct App. pp. 
0OO-i; Alexander App. pp. 008.11. 

Introduction ; 

Aeqiliesrnee of ILS. \. would be necessary 
Hamilton 10507, 10720, App. p. 350 (If). 
Additional sterling burrowing to support exchange 
might, lie necessary during, in event of adverse 
trade balance, Kisch 10702-801, \pp. p. 407. 
Cost and risk would be reduced by waiting for a 
few years. Me Watters 010, 074-70. 

Deelaratioii of, immediately, advocated, Patrl 5800. 
without Delay advocated, llau 7415-ft. 
suggested Draft of lines on which a gold standard 
max be embodied in statutory form Kisch App 
p. 403. 

possible Kffect on credit facilities, Ittackett 597. 
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Gold Standard — continued . 

Introduction - continued . 

( *■ i'll* 1 1 1 til process advocated, (hqan ('hand 2830: 

Jrrnn* 0400-10; Kixch 10869. 
by Gradual slumps, advantages of, but- diflicnltv, 
l hi mil ton 10632-47, 10721 30. 
by wry Gradual slants, not advocated, lilac left 
10180-200. 10270, 10332-4. 
should lu» more* Gradual, Heed 14008. 

Gradually, advocated , owing to strength of hoarding 
habit, K. I'remchand, M. 1‘remrhand, 40-13-50. 
4004-75, App. p. 201 (0). 

I miiifdiuU* announcement. of policy proposed, 
Manrari Trade* Association App. p. 311 (10). 

I til •.■riiiil i« iiml eo-operat i«»u not. necessary before. 
Hpan Chaiot 2021-35. 

propound Measures, I Vadia, Joshi 4321-6, 4313, App. 
p. 101; Madon 4111-55; Dalai 4883-03, App. 
pp. 205-0 : Mehta 6544-63, 051)0-75, App. 
pp. 210-7; Hanerjea 6889-97; Venkata pal ini j 11 
7104, App. pp. 202 (45), 20-1; Sin ha. 7115, App. 
pp. 274-0; Aiqar 0000-18, 0027-31, App. pp. 
350-7 (31-5); hmons 0283-321, 0375-0 . 0414-7, 
0521-30, App. p. 310 (10); Kixch 10800; 
H reliant 12035-10, 12608-70, 12690-735, 12702- 
71,* 12700, App. pp. 413-5 (0, 8-0); Herd 
14050 8, 14818-28; Indian Merchants' Chamber 
App. p. 107; Halkrixhna App. pp. 2IO, 210-7. 
217 8; Marwari Chamber of Commirrr App. 
p. 243 (17); Haa App. pp. 270-1; Indian 
Chamber of Commerce App. pp. 280-7; 
Marwari Tradcx Association App. p. 311; 
Hnrma India Chamber of Commerce App. p. 
370 (1); t'hitnix App. pp. 300 400, 404 (IV). 
405 ( V , VI); Sltahnni App. p. 412 (0); 
I'unjab Chamber of Commerce App. p. 420. 
Necessars for limil Ht ion of rupee as legal lender, 
Mr Walters 800 3. 

1 ** ■ fi 1 m I ivqiiired for, Hlaekctt 401-0, 10335 50, 

Hanerjea 7003-4; ( trrporq 12700, App. p. 514 
(8); Si nh a App. p. 207 (22): Manrari Trade* 
Association App. p. 311 (20). 

I*« isitimi of Government. of India during process, 
Kixch App. p. 407-8. 

Position of I idiidou money market Greqorif 12082- 
02, 12785-0, 12878, App. p. 512-3 (5). 

«1 I* re -tei it time : 

Suitability, Hlackclt 548-55, 500, App. p. (18); 
Hamaiifa 8270-83, App. p. 207 (H); Caiman 
13353: Madon App. p. 108; Indian Mer- 
chants' Chamber \pp. p. 108. 
liii^iiiiahilit v. Slronq 15220 (iii) ; Hollander 
15232; Alexander App. p. 011. 

1) V Stages, scheme fur, Hlackclt 400-74 ; Hbatiiapar 
2531-70, 2025, App. pp. 100-11; Vakil 3039, 
4078 84, App. p. 180-2, 185-0; Denninq App. 
pp. 45-0. 

udditidiinl Taxation for purpose of. would not. lie 
objected t.o. Vakil 1005. 

Tuinl demand lor gold immediately on, |mssihililv 
of meeting, lllarkrll 510-22. 

Machinery in lioiidoii for regular joint eoiiHiilInlion 
lietween Governor of l'mnk of Kurland, London 
representative of Imperial Bank and represent 11 
live or representatives of Secretary of State in 
( 'otineil important. Hr impair 11205-9, 11439-40 
App. p. 407 ( h . 

Maintenaii(*e of exchange should not lie considered 
absolute obligation. Hrunpnle 11320-3, App. p. 
500 (18). 

not a Managed system, Canaan 13354. 
rerhtiu Management required, Hr mi pale 11201-4, 
App. p. 107 Mi ; Kixch App. p. 170. 

Management ol currency under, extent, Aipar 0787 
91. 

.Management m|iiired, question of comparison with 
gold exchange standard, Hamilton 10550-70, p. 
53li (5) App. p. 359 (0e). 

as Means towards inconvertible note eiirreiiey con- 
vertible into international currency for exchange 
purposes, Hlnckett 571-3. 

Memorandum, Denninq App. pp. 43-50. 

Need for, Vakil 3930. ‘ 

Object of. Vakil 4111-7. 

Objection to, on account, of possible ]K»liey of Federal 
Reserve Board, question of, ihjan Chand 2984-7. 


Gold Standard -^-continued. 

Objection in connection with uncertainty at. to future 
gold prices, reply to, Hamaiya App. p. 304-5. 
Objections to : Forrester App. p. 396; blast India 
Sect ion , Condon Chamber of Commerce App. p. 
593. 

Reply to, Hanerjea App. pp. 253-4; Shah App. pp* 
316-7. 

main Obstacle to introd uctinn of, Denninq App. p. 45 

( 9 ). 

Obstruction by F.S. and Knghmd, possible procedure 
in event, ol, Hanerjea 6860-3. 
in Other countries, Wadia , Joshi 4308-13, App. p. 
192; Hau App. p. 269. 

Paper currency reserve under, composition, Denninq 
App. p. 46 (II); Madon App. pp. 160-1, 167; 
Vakil App. p. 18*1. 

Parity between different currency constituents, 
difficulty of preserving, Hollander 15232 (xi). 
previous Policy /r, and abandonment.. Madon 3821-4. 
probable Policy during war if established with gold 
in circulation before tlie war, Kisch 11046-55 
App. p. 469 (B(3)). 

possible Position if in force during tlie war, Aipar 
App. p. 355 (28); Kixch App. p. 469. 
previous Proposals rr, Marwari Tradcx Association 
App. p. 300 (3). 

Public would have more confidence in, and more 
understanding of, Madon 3560*1. 

Itecoinmnndation by Fowler Committee 1898 but. not 
by Chamberlain Commission, Madon App. p. 146. 
Remedy for difference in bullion and exchange value 
of rupee under, McWalters 821-80. 

Reservcis : 

Absorption of, question of possibility and procedure 
in event, of, Madon 3726-50. 

Accumulation of, see under Gold required for ahore. 
Amount, of gold in currency and banking reserves 
would be little affected by establishment of gold 
standard. (1 pan C hand 2820-21. 

Composition. Mr Watters 9012; Denninq 1527-9, 
App. p. 46 (11); Hnuthipa 8561-70; Hlaekctt 
16252-3; Vakil App. p. 184: Forrester App. p. 
396. 

Fiduciary portion, question as In amount. Hradhurq 
14260 2, 14207-1). 

Gold in circulation could not be relied* upon for. 
Me Watters 948-51. 

Gold reserve in London advoeated, C amphell 7719- 
22; He.npal Chamber of Commerce App. p. 281. 
Minimum amount, objection to, Hannan 13296-7 
* App. p. 518 (7). 

Percentage question, Hradhurq 14227-9, 14259, 

14206. 

Proposals, criticism, Kisch App. pp. 467-8. 
present Reserves sufficient, Khailan 8096-105, 
8162-7; Indian Chamber of ('om merer, App. pp. 
296-1 (17). 

Scheme, Hlaekctt 486-99, 507-13; Denninq VlIH- 
68; Madon 3827-9. App. pp. 160-2;’ Vakil 
4129-32, App. pp. 181-2; Chitnix App. p. 401 
(iv). 

no fresh Silver will he required in, when obligation 
accepted to give gold against rupees, Madon 
3626-7. 

Si/e, possible return of part of unbacked rupee 
circulation must lie considered, Kisch App. 
p. 168. 

against Subsidiary silver coins would not be 
necessary, Hlaekctt 482-5. 

Rupee's will continue in circulation, Chitni* App. 
p. 399. 

Safeguards against, inflation under, as compared wifli 
gold exchange standard, Balkrishna 5155-62. 
Scheme, Hlaekctt 403-597 App. pp. 69-71. 

Criticisms, Hollander 15232; Casxcl App. pp. 598- 
661, 603-5; Alexander App. pp. 607-11. 
Document circulated to witnesses App. pp. 612-5. 
Impracticability. Hollander 15232 (xiv). 

Questions asked American witnesses App. pp 
615-7. 

Scheme for, leading to a gold currency (circulated by 
Mr. Preston) 11566 note. 

Comments on, Kisch 11566-98. 

Seasonal demands for silver rupees, meeting of. 
under, Blackett 475-81. 
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Gold Standard — continued . 

SentimAit in favour of, in Bombay, Grantham 8241-4, 
3365-7. 

and Stability of prices and exchange, . Janhi , Wadia 
4250-63; Vakil 4148, App. p. 185; Balk risk no 
81 44-54, App. p. 210 (1); Ambedkar 0051-70, 
6208-17, 0200-50, App. p. 285. 
ft Ntep towards ideal of nolo bring Suit* full legal 
tender in circulation, Pruning 1878-047, 1400-11, 
1420. 

v Sterling exchange standard from international point 
of view, Bradbury 14201.207. 

Transition period up to 81st, March 1028, proposed 
measures during, Balkrishna 5178-08. 
in Western countries, desirubilitx of restoration. 
Wadia, • loshi App. p. 180. 

Gold standard reserve : 

Abolition ndvoented, Ambedkar 0092-0, 0115-7, 0204-7 
App. p. 287. 

Ainalgninfttion witli paper currency reserve : 
Advantages and disadvantages, Murray 0070-85. 
10024, 30101-5, App. p. 60 (tto, 7); Chablani 
2804 0, App. p. 08; ilyan Chand 3021-8, App. 
230*1-0, \pp. p. 08; ('hand 8021-3, App. 
pp. 131, 131; Sarkar 0152; Jerons 0330-7, 
App. pp. 311 (14), 342 (15); Cannon 1381H-0, 
Hnmaiya, App. p. 301; Hanna India Chamber 
of Commerce App. p. 377 (8, 0); Can jolt 
Chamber of Commerce App. p. 480; Cassrl 
App. p. 605. 

not Advocated, hhalnmjar 2578-81; Grantham 
3400-7. 

not Advocated, advantages of two separate reserves, 
Keynes 12001 3001, 13091-7. 
not Advocated at present, Mad on 4425-10. 

Amount, and composition, proposals, Itl ark rtf 280 
300, 338-15, App. p. 00-8; Canarl App. pp. 
004-5. 

Amount required, question of, Ha* a 2003-5. 
Analogy, question of, Blackett 175-0. 
would be Approved, Hail 7300-2. 

Approved if rent rnl bunk established Branyate 

11113-7. 

Sir Basil Blackett’s scheme, defeat of, Penning 
v 1255-00, 1203-5, 1305-6. 

Comparison with rupee redemption reserve scheme, 
Denning 1283-05. 

not Confiscation, Waekett 105-202. 

Criticism of proposal, Kindi 11198 204. 11212-7, 
11214-7, 11502-5, 11038-49. 

Desirability dependent on what currency system 
adopted, McWattrr* H01-3, 819-23. 

Difficulties, Penning App. p. 44 (5). 
not Agreed with, Hindi rU 200, 270. 
not Insuperable, lie Walter# 804-5. 

Location, proposal, Caftnrl App. p. 005. 

would be Possible without transfer of management 

• hi Imperial Bank, lilaekett 210. 

not. Objected to, Campbell 7004. 

Self-liquidating hills of exchange e. Government of 
India securities. Hlaekctt 200-300. 

Amount. : 

1014 and 1022, Wilson App. p. 580. 

■10 million, question of adequacy, Blackett 210-52. 

50 million proposed, K. Premchand , M. Premchand 
4615, App. p. 200 (4). 

Adequacy, Kindi App. p. 176 (G). 

Considerations in connection with, Kindi App. 
458-60 (20). 

no Definite limit should he fixtsl, Hombng Chamber 
of Commerce \pp. p. 142 (26). 

Increase : 

Advocated, Campbell 7677-8, 7856-31 ; Marwari 
Chamber of Commerce App. p. 241 (10): 
Bengal Chamber of Commerce App. p. 280; 
Hr ftfc App. p. 501. 

not Necessary, lUmerjea App. p. 255 (16). 
no Limit, advocated for the present, Patel App. 
p. 232. 

Question of, Hhtekdt 240-52, 283-5, 10*253-1. 
Application of profits on rupee coinage to, criticism, 
.7. ,1. Wadia 5130-45, 5515, 5526-30. 

Balances held in London, criticism, Balkrishua App. 
p. 225. 
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Gold standard reserve— continued. 

British War Loan, amount 30th September 1025, 
Kindi App. p. 468 (App. III). 

British Treasury Bills, amount, .’loth Scpirmhci 1025, 
Kindi App. p. 465 (App, 111). 

Composition of : 

from July 1023, Me Watters App. p. 17 (16). 

3Uth September 1025, lu*ch App. p. 465 (App. III). 
British or Colonial securities, objection to, Haurrjea 
App. p. 255 (lti). 

British Treasury Bills approved, Aiyar App. p. 357 

W- 

Brilisli Treasury Bills and Lidiaii sterling securities 
advocated, K. Premchand App. p. 200 (4). 
Chamberlain Commission recommendations, com- 
ments h\ Secret nn of Slate for India. 1011, 
App. pp. 610-20 (f). 

CriticMn of proposal^, Hindi \pp. p. 472. 

Fixed amounts c. percentages, lilackdt 833-8. App. 
p. 70 (24). 

Gold : 

Advocated, Heed 14733-1, App. p. 545 (1); 
Manrari Chamber of Commerce, App. p. 244 
(10); Sclhna App. p. 406. 

Entirely or major part, advocated, Hanna India 
('ham her of Commerce App. p. 377 (6). 
Greater part, | nation in foreign credits, advocated, 
( 'bobbin i 2265-70, App. pp. 07-8. 

Liquid gold advocated, Sliahani App. p. 412 (6). 
Mainly, small portion in Treasury Bills of 
Government of India, advocated, Hanerjea 
App. p. 255 (16). 

tint Necessary under proposals, Aiyar App. p. 357 
(35). 

considerable Portion of, remainder short-dated 
British Empire securities other than Govern- 
ment of India advocated, Campbell 7661-2; 
Bengal Chamber of Commerce App. pp. 270 
80. 

Gobi currency advocated to a certain amount until 
people accustomed to ineonvei 1 ihle notes fur 
inland purposes, Wadia App. pp. 387 -H (la). 
Half in gold timl half in securities realisable at 
short notice advocated, Patel App. p. 282. 

Half in gold in India and half in sterling securities 
in London advocated, Webb App. p. 501. 
Proposal, Blackett App. pp. 60-70 (23-26). 

Securities : 

nee ulsn Securities heloir. 

Foreign, certain amount advocated, to he 
selected by Government of India Hhalnagar 
2542 4, App. p. 113. 

Short dated securities, easily realisable and gold, 
advocated Madras Chainhrr of Com merer 
App. p. 371 (4). 

Sterling securities should bo greater part, 
Bhalnnyar 2515-51. 

si tine r.S.A. securities approved, Bhalnagar 
2518 51. 

(’out nil by Imperial Bank, ad vocal, d, Grantham 3103. 
Conversion of part or whole into gold -dionlil lie 
governed by progress made in converting part of 
paper currency into gold, Bombay Chamber of 
Com merer App. pp. 142-3. 
should he in Custody of Imperial Bank, Bombay 
('hamber of Commerce . \pp. p. 112 (25). 

ElTivt. on price levels in England should lie iimre 
iui mediate, Hamilton 10681-6. 

Existence of, not incompatible with aulonmlie 
mill radii in of emreiiey, Hlackdl 248. 

Failure of Government to maintain rale of exchange 
with help of. Hamaiga 8260.9, \pp. p. 291 (iil. 
Feeling of confidence given by, Imt rate of exchange 
little alfeetcd, II ilson App. p. 580. 

Fiduciary issue, fixed inrn unit, and percentage, 
Bradbury 11190-5, 14238-14. 14341. 

Function of, McWntters H02; Penning 1308; Keynes 
12991, 18091-7; Blackett App. p. 00 (8). 
Misimderstiindiiig of, Mndon App. p. I 18. 

Gold portion in Iiondon should lj. ■ earmarked as 
Indian, ('amphell 7605-6; Hushforth 7667,7668 9; 
Bengal Chamber of Commerce App. p. 280. 
Investment should he managed h\ Imperial Bunk 
Bombay Chamber of Commerce Vpp. p. 142 (25). 

C 
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Gold standard reserve — continued. 

I .oration : 

of fluid : 

in India durable, Motion 4523-7 ; Bhatnatjar 
Aj)|i. p. 1 i;i. 

ill London, objection to, Wadia, .loshi 4283, App. 
p. 191 (21). 

J’ortioii of, should ho located in India, Cam phi'll 
700-1 ; Benya! ('hunihcr of Commerce App. 

p. 280. 

in India: 

Advocated, Chahlani App. pp. 07, 08; Patel App. 
p. *232; M n neon Chamber of Commerce App. 
p. 2-11 ( IN, 111); lh merjea App. p. ‘2b ! i (lli); 
Seth nu App. p. 400; Shaitan i App. pp. 400 
( h*j, 412 (li) : I hi a App. p. 41.1 (1,4); Brunyate 
App. p. 407 1 4) ; Heed App. p. PM (4). 

• Advncatcd, under guld standard, Indian Chamber 
of Commerce App. p. *201 (17). 

Only, objection to, II acha App. p. 388 (4). 

India und London advocated, War ha App. p. 388 

(I). 

in Luiidun : 

Advantages of, liana App. p. 80. 

Advocated, Bombay Chamber of Commerce App, 
p. 14*2 (28); /\. Premchand App. p. *2tK) (4); 
Mad rus (' bomber oj Commerce App. p. 074 
10 - 

Advocated, and possibly portion in foreign 
countries, lira at ham .‘1140. 

Approved, under proposals, I iijar App. p. 357 
(35) . 

Criticism, Shah App. pp. 310, 310. 

Object ions to, Balkrishna 5104, App. pp. ‘210-20. 
Reasons put forward for, Balkrishna App. pp. 
218-9. 

Recommendation by < 'iiiiinbcrlaiii Com mission 
acceptance by Secretary of Slate, 1014, 
App. p. 010 (e). 

in I j iiulf *ii and India advocated, Campbell 7803-1, 
7817 H; Hushforth 7007-8; Benyul Chamber oj 
Commerce App. p. ‘280. 

in U.S. A. of small portion, might be convenient 
for a time, I'hablani 2*271-2. 

Maintenance as separate reserve, (jiiestion of, 
Grryory 1*2710-24. 

Management : 

by < Sovernmeiit of India advocated, Bhntnaynr 
*251*2-4, App. p. 113. 

by Imperial Hank, desirability of, Blackett 104-8. 

Maximum figure and purposes of, never formally 
defined, Blackett 171, 188-94. 

Misuse of, Han 7307. 

not Necessary when gold standard fully established, 
llanerjra 7002. 

Objects of, Manrari Chamber of Commerce App. p. 
244 (10). 

during of profits of silver coinage efe. to credit of, 
Chuiuberlaiu Commission report, Secretary of 
State for Indiu on, 1014, App. p. 010 (d). 

Pre-war policy ir, criticism, Madon App. p. 1 18. 

Proposal re, under Cold standard, Madon 3801, App. 
pp. 101-2, 187. 

Securities : 

nee also under Composition alutcc. 

Nuiounts, 30th September 10*25, Kisch App. p. 405 
(App. III). 

Conversion into gold and transmission to India: 
Advocated, Balkrishna 5*200-11, 5*284-0, \pp. pp. 
210, *218, 2*20; Bn til hi yn 8700-28; Sarkar 
0183-07, 0*200 10; Indian Chamber of Com- 
meree App. pp. *200, *201 ; Manrari Trades 
Association App. p. 300; Penpal Sational 
Chamber oj I'ommeree App. p. 338 (0). 
Comment on proposal, Kindi 11500. 

I lesi cable from seiitimental point of view, 
(I abba ij 12518. 

Interest oil 

Accumulation proposed. Motion 3810 App. p. !q|h 
4 i .) i i 1 i I be Added to Revenue, Karachi Indian 
Merchants' A scoria Hon App. p. 385. 
Invisible taxation of issue of rupee not eountrr- 
luilaiieed by, Ihinthiipi 8582 8. 

.si i rage lb turn indited, Kisch ltJgOO, ll)0l8-*21, 
App. p. 474 


Gold standard reserve —continued. , 

Securities — contin tied. 

In tens t on ■■ continued . 

Csc of, for introduction of gold standard : 
Criticism of proposal, Blackett 10193-4, 
10332. 

Objection to, Grantham 3235-40, 8*248-50. 
Proposal approved, Shicpratup Joshi , 0452-5. 
Proposed, Aiipir 9910-12, App. p. 357 (33), (35). 
Question d,' Madon 4529-30, 4549-53. 

Sale of portion for gold, proposal, Banerjea 
0845-51. 

Sterling : 

Conversion Into gold advocated, Burma India 
Chamber oj Commerce , App. p. 377 (0). 
Conversion of certain amount into gold pm|K>scd, 
.lr cons 9383. 

Deposit with Federal Reserve Hoard for gold, pro- 
posal, Chit nis App. ]>. 400. 

Sale, possibility of, Keynes 1*2938-49. 

Statutory regulations to secure automatic working, 
would be possible, Blackett 173-4. 

System, Vakil App. p. 178. 

Transfer to lioudon, criticism, Halkrishnn App. p. 
228. 

Transfer of management to Imperial Hank: 
Advocated, Madon 4391. 

not Advocated, must remain in bands of Govern- 
ment, but position different if genuine central 
bank established, Kindt 11195-8, 11*204. 1124*2 
App. p. 474 (5). • 

Transfer of portion of, to paper currency reserve : 
Approved, Murray 9877-8. 

Comment on proposal, Kisch 11588-93: (luhbaij 
12517. 

Proposal, Madon 4425, App. pp. 181, 187; Brunyate 
11113 I; Indian Merchants' Chamber App. 
p. 198 (iv): Karachi Indian Merchants Associa - 
lion, App. p. 385; Greyory App. p. 515 (9). 

I 'se of : 

for Hi'nctfeial purpose*- advocated when gold standard 
established, Dalai 4881-9. 

Chamberlain Commission report, Secretary of Slate 
lor India on. 1914, App. p. 819 (d). 
for Controlling exeliange objected to, except, under 
i el-tain eiivunistances, Basil 2058 80,' *2084, 
•2114. 

Critiei-.ni, Shah App. p. 3*22 (38). 
for Kxrliungc purposes, corresponding contraction 
of currency in India advocated, Hash forth 
7070 8, 7879 8*2: Benyal Chamber of Commerce 
App. p. ‘280. 

for Maiuteiiaiii e of sterling exchange julvocated, 
Web b App. p. 591. 

Opinion re, and proposals, Campbell, Hushforth 
77o7 14, 7908-11: K. Premchand App. p. *200 (4); 
Banerjea App. p. *255; Benya I Chamber of Com- 
merce App. p. *280; Aiyar App. p. 357 (35), * 
for Reducing rupee currency, proposal and cancella- 
tion of e rented securities in paper currency- 
reserve, Ambedkar App. pp. 237-8. 

Support « if currency system only, advocated, Patel 
App. p. 23*2. 
lor Support of exchange : 

by Imperial Hank in consultation with Govern- 
ment of India advocated, Bombay Chamber 
of Com merer App. p. 143. 

Only, advocated. Waeha App. p. 388 (4l. 

Government flnanoes : 

Hud get deficits, see that lillc. 

KtTcet of rule of exchange on, see under Exchange. 

Rehabilitation of, by 19*23-24, Kindi App. p. 445 (8). 

Government of India : 

Finance Department’s Telegraphic correspondence 
with Secretary of State re exchange, Oetober- 
Noveinber 1924, Srptembrr-Octohrr 1925, March 
1928, App. pp. 824-31. 

Forms of security L-sued by. Secretary of State for 
India on, 1914, App. p. 821 (m). 

Suspicion in cunnection with mnnageinent of 
currency by, due to measures taken by Finance 
Authorities in London, Herd 14705. 

Government of India Aot, 1919, Joint Select Com- 
mittee on, extract from reports, Kisch App. pp 
440 (7). 441-2. 
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Governmcmt Remltt&noea: 

*rc also Council Mills and Sterling Purchase*. 

Advance monthly programmes, object ion to, Kisrh 
1 1005-01 , App. p. 471 (I). 

Annum!* and methods, 1022 20 In 1925-20, Kisrh 
App. p. 185 ( 0 ). 

Arrangement*; would he simplified by control of 
reserves by rmperial I Sank. Mr Walters 8100. 

I Sorrowing bv Secretary of Stale in London : 

ill Event of deficiency, suggestion, A Union 3814-5, 
App. p. 107 im.' 

Suggested as oiie means of iiccumuliiting gold for 
introduction of gold standard. Vakil Ann. p. 
]H2. 

Competitive tender, including London, desired, 
(lull hay 12488. 

(’out meting tor forward deliveries of exchange 
approved, Madon 0085-7, App. p. I • >7 (19). 
Consultation between Bank authorities and repre- 
sentative ot (ioverilliieiit T scheme, l\isrh 11714-8. 

117511-2, 1 17C.2 2. 

Control by ('iovernment : 

should Continue, lirenl 0109-10; Itnniha u C hamhrr 
of Commerce App. p. Ill (20;: Cnnjnh 
('ham hr r of Com inner App. p. 4211 . 
not, Secret iirv «*f State advocated, Campbell 77*25 : 
('hand App. p. I .‘til: linnial Chamber of Com- 
merer App. p. *28*2. 

Council Bills, see that title. 

proposed Function- of National Currency Board re. 

(I f/an ('hand 29!f7, JJl I25-.11I V :407 5-7 . 

Gold ilrafts mi India, proposal, Venkata /ml iiaja App. 
p. 2154. 

Government and Secretary of State must be free to 
arrange, US they deem expedient, Kisrh 11184-91 
115*21-00, 11005-710, App. p. 174 ( I). 

Intermediate, provision would be necessary for, 

Kisrh 11741. 

Limitation to actual requirements : 

Ailvcaled, Madon Ml j 17 -50. 0080-7, 081 1-5, App. pp. 
100 - 1 , Hi7 ( 1 H|; Heed 14711-5. 1171)1 774. App. 
p. 5 15 ( 7 1 : lUmna India Chamber of Com- 
merre App. p. 077 (fit. 

Question of, linniijale 1 14721-11. App. pp. 504-5. 
Management of. by bank, proposal. »S praijur Ifillll 
(ii). 

Mamtg) , ment h v Imperial Bank, see under Imperial 
Bank. 

Memorandum re. Kisrh App. pp. 48*2-0. 

Method, January 10*20 to January 10*2.‘L Kisrh App. 
p. 440 (10).* 

possible Methods, (iijan ('hand App. p. 100 . 
bv Open competitive tender advocated, Kisrh 11714. 
Opinion re. llrunipile App. p. 50*2. 

Fnlicy re. criticism, Madon App. p. If* I. 

I*rnccdure if foreign exchange rate not, fixed. 

, lUtlkrishnn. fi0n7 10 . 

bv Public tender adv< cated, Hnnerjra App. p. 5255 

cm. 

by Public tender in London or in India advocated, 
rather tlum by private purchases of sterling. 
limit, t Iran Hi a m Oil 1-7. 0450-5: llnnihati 

Chamber of (him merer App. p. 11*2 ( 20 ): Cimjab 
Chamber of 0 onimnee V pp. p. 101. 

Publicity, desirable, l\ isrh 11710, ll710-2i, App. 

pp. 182-0 (7, 8 ). 

Led net ion desirable, (iijan ('hand App. pp. 1 J 2 - 0 . 
Recent developments in system. Kisrh App. pp. 484-0. 
Relationship between Indian Administration and 
Central Bank, memorandum re. Hruuijale App. 
pp. 5(13-7. 

Requirements of satisfactory scheme, Kisrh App. 

p. 482 ( 8 ). 

by Sales of sterling in note reserve aguiiivl, contraction 
of currency in India, possibility of, should be 
preserved, Kisrh 11740-!). 

Sterling purchases in India, see that title. 

System,' change in MrM atters App. p. 22 (2-i). 
Temporary credits in London by taking loans possible 
under certain cireumst aiu-es. Marirar i Chamber 

of (him merer App. p. 215 1*22). 

Tenders in India or* London might In* in 

cunc of falling market. Hi ish forth 7720: Campbell 
7724 ; Hemjal Chamber of ('nmmrrre App. p. 2 HL. 

14846 


Government Remittances rout in in a . 

Transfer to Slate Bank advucatcd, tiaii-lir 1 ■ ■ 
Imperial Bank not really objected t««. Hamijea 
App. p. 255 i*21). 

Government treasuries, abolition nt system proposed, 
I la m ni iju App. p. Oirj. 

Grain prices, increase as result nf coinage ot rupee 1 * 
from 1000, ./. t. U rfi/ia 501 10 7 I. App. p. *2*20. 

GRANT!! \M . V.A., IVoi.Imt, and BRENT, 11. A. \\ .. 

Men,!,, r < ,f Bombay I liand- r of Commerce : 0100- 
05*25, App. pp. 107-111. 

I kinking, 0:;7 n, : *; >1 1 f 5. 

I'biMpics, 017*2-1. oorrj 1, ;;:t7N-s.|. App. p. ion (5i. 
Council bills, 01*2 I 00, 

Currency : 

Emergency , 0008. ins, 0400 4'J. \pp. p. 142 (2B. 
l-'xpaie-ion. App. p. 141 1IO1 p. 11*2 i*2ll. 

Exchange, rate "f, 00*21-7. 0 |5li-5*2 1, \pp. p. 107 1*2) 
Vpp. pp. 1011 (1*2). I Kl-I. 

Gold coins, import, App. p. lit. 

Gold currency, Olf.7-71 . 01NI-N. 02i'.17l. 0*2 , J*2 0. 

0001 8. 0017-51, App. pp. 107 n. | OH (10). 

Gobi exchange standard, 51 1 II, 01 17, 0151-5, App. 
pp. 100-0. 112-0. 

Gold standard. 0111, 0157-00. 0175-80, 0101-210, 
0*2*211, 02*25.50, 0280-01, 0207-011, 0005 7, 0070 7, 
App. pp, 107 0. 

« L .1.1 standard reserve, 0110, 0205-1(1, 0218-50. 0400. 
0100-7, \pp. pp. 11*2-0. 

Guvermneiii remittances, 0100-17, 0150-5, App. pp. 

111,1 12 ( 20 ). 

Ibiiirdiug, 0257-00, 0022-01. 

Imperial Bunk. 0008-108, 0118 2*2. 0101-40. App. 
p. III. 

Soles, 0000 10.0078.0002-5. \pp. p. Ml (IS). 

I*apcr curreiicv H‘-«r\e, 0*2*25 In, Npp. pp. 100 (II). 

I 12 (2l-20i. 

Rupee, 0211*21. 001*2 0. App. pp. 108-0. 1 ID. 

Silver, prices, \pp. p. 1 in. 

Sovereign, 0*271, App. pp. 100 (10), III. 

Wages, 05(1*2-524. 

GREGORY, I Vi .lessor T. F... D.Se. (Ee,.n.) Lou.. 12001- 
120*20). App. pp. 511-5. 

Central Bunks, 12711-5(1, 1*2778.8(1, \pp. p. 512 (4). 
Currency sy-dcin, 12887.01. 

Exchange , tale of, 12000-7, 120(i0, 1*27*25-05, 1*2800- 
004, App. p. fill (l) (21. 

Germany, adoption * »f cold standard. 12701-2. 1*2875-7, 
App. p. 510 (0). 

G.,ld certificates. 12008, 12704-11. 1270*2-4, 1*28*20 H, 
\pp. p. 515 III)). 

Gold : 

Indian private demand. 12071, I ‘2870 NO, App. p. 
5|1 (0). 

1 •- s 1 1 1 1 of silver nr notes fur, l*2(»0fi 7 1 1 , App. ]i. 511 
(0). 

Minting of, App. pp. 510 (0. 8) 51 1 (8). 

Output and prices, future. 12000 5. \pp. pp. 511 *2 

(0, 4). 

World indiM rial enusumplion. 12700-0, \pp. p. 51*2 
(0). 

G..I.I ('iii relic v , 12005-1*2. 1*2751 7. 1*2701-71. 1*2770-7. 
12800-11. I2820-0O. 1*2801. 1*2800 71. 12800 5, 

1*20070. 1*2010-7. Vpp. p. 151 (0i (8). 

(I old standard: 12010 50, App. p. 511 (I). 

I Mpusul .J diver, 1*2000-5, 1*2758 01. 12815 0, 

12011-1. App. |>p. 510-4 (0l. 

Gold required undif, 12071-81, 1*271*2-8, 1*2700 50, 
12778 84. 1*2800 10. 12820 On, 128 KM. 1*2850- 
02, 1*2881-0, 1*2015. 12010. App. pp. 511 *2 (0) 
(1) 513 (0) 514 (8) 515 (0). 

Inf rnductii.n. measures nnr] effects, 1*2005-40. 1*2008. 
70. 1*21)82-0*2, 1*2000-705, 12702 71. 12785 00, 
1*2878, App. pp. 512-0 (5) (0) 51 1-5 (H-0|. 
pGold exchange stain bird 1*20)10-5, 1*2051-0, Vpp. p. 511 

4f («■ 

1 (Told nww. 12712-H. 

Gnld standard reseive, 12710-21. Vpp. p. 515 (0). 
Hoards. 1*2750-5. 12701-71, 12800-11. 12840 58. 12007- 
0 , 12010 . 

Mules, 120)00, 120)78-0. 12701-1 1 , 1*2700-4, 12808-0, 
12005-0, App. pp. 51 I (7) CM) 515 (10). 

c 2 
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0 IlKHOK Y, Professor T. R., D.Sc. — continued. 

Paper currency reser ve 12818, J 2850-02, Awn. p. 514 
(7, 8). 

Quoted, App. p. 252. 

Rupees : 

Hu inagc J2008, 12704-71, App. p. 514 (8). 

Legal tender, 12HO0-7, App. p. 511 (0) (7). 

Silver, import duty, App. p. 511 (0). 

HIJBBAY, M. M. S., H.N.I., H.I.R., l\ und O. Banking 
( 'nr I until ion, Loudon : 1220]-] 2022, App. pp. 509-11). 
Dull money, 12592-004. 

Central Bank, 12217 57, 12112, 12177-80, 12005-12. 
Cheques, 12522. 

< 'ounril hills, 12512, 12527 0. 

Currency : 

Contraction, 1 2400- H, 12514 0. 

Kniergimcy, I222H-H:, 12207 0, 12272-05, 12400-500, 
12500 00, App. p. 5J0 (8). 

Government pari irijmt ion in management, 12205, 
12528-47, App. p. 500 (2). 

Kxcliunge, 12205, 12258-66, 12021-20, App. pp. 500 

(DW. 

Hold : 

Coinage, 12401-28. 

Import und nxpni't, 12508-11. 

Hoards, 12471 2. 

Imperial Bank. 12447-58, App. p. 510 (10). 

Hold eurreiiex , 12200-215, 12100, 12408-0, 12115 25, 
12120, 12421 2, 12420 42, 12401-1, 12510, 12525-7. 
Hold standard, 12472. 

Hold standard reserve, 12472-4, 12517 8. 

Government remittances, 12400-70, 12488. 8 

Notes. 12208-0, 12202, 12210 27. 12200-7, 12420, 
12522, 12522-4, 12510, App. |». 510 (0) (7). 

Paper currency reserve, 12121-2, 12517. 

Reverse councils, 12408-8. 

Rupee, 12207, 12200-202, 12212-4. 12200-8, 12424-8, 
12512, 12521-0, 125IH-55, 12502-5, App. p. 510 
(5). 

Sterling purchases, 12481 8, 12520 22. 

HAMILTON, Professor C. .1., M.A., 10540-10762, pp. 
520*7, App. pp. 258-0. 

Capital, foreign, 10754-5, p. 520 Hi) - 
Currency, 10550 70, 10072-80, p. 520 (1, 5), App pp. 
258* (2) , 250 (9<*) . 

Kxchange, rate of, 10002-21, 10050-7, 10704-15, 

10721-55, App. pp 258 0. 

Hcrmany, gold standard, 10750-8. 

< told, 10572-80, 10508 9, 10020, 10055. 

Hold currency, 10564-7, 10022-47, 10087, 10724-20, 
App. p. 258 (2). 

Hold exchange standard, 10552 70, 10581, 10584-5, 
10018-51, 10058-02, 10072 80, 10721-2, 10727-8, 
p. 520 (2-0), p. 527, App. p. 258 (I) 259 (9). 

Hold standard, 10552-70, 10581 8, 10592-99, 10022- 
47, 10720, 10727 8, 10724 20, p. 520 (2-0) 527, 
App. p. 259 (9). 

Hold standard reserve, 10081-0. 

Hoarding, 10502, 10508 71, p. 520 (0) , 527. 

Imperial Bank, J0500-2, 10600-2, App. p. 259 (10). 
Investing hahit, 10508-71. 

Paper currency reserve, 10081 0. 

Prices, 10009-il, 10017-9. 

Itcxerse eointcils, 10582-2, App. p. 259 (Oh). 

Oiiji. es, 10088-702. p. 527. 

Tahular standard, 10012-0. 

Trade, Imlanceol, 10580-8, .10759-01, App. p. 259 (9d) . 
Lnited Kingdom, |iriees, 10021 0, 10050-7. 

Wages, 107109, 10712-9. 

Herschell, Lord, Committee, refereiiee, App. |>. 222; 
Venkatafiatiraja App. |>. 258. 

Hoarding: 

Amount nf, exaggerated, Banthiya 8520-2; Marwari 
Trade* Asquint ion A|»|». |». 208; Shnhnni App. |>j». 
110-11. 

in Boinhav, (imntham. Brent 2257-00, 2257. 

Change in luihits of jicople re. Clnikrararti 7928. 
Comparison of gold exchange standard and gold 
standard from point of view of, Ha milt on 10502 
10508-71, pp. 520 (0), 527; Aiyur App. p. 257 
(24). 

Becrcase : 

Anticipated Banthiya 8006-11. 


Hoarding — continued. 

Deere use — continued. 

Means of : 

Agricultural credit system, Cassel App. p. 604. 
increased Banking facilities and development of 
investment, Bunerjcti 6825; Sinho 7465-6; 
Chakracarti 7955-8; Kisch 10872, 10878; 
Addin 12087, 15016; Spray tie 15295; ( 'asset 
App. p. 604. 

Confidence in politieul udministrution, Kisch 
10872, 10878. 

increased Rduration, Sin ha 7465-6; Addis 12687. 
Hold in circulation not necessary for, Kisch 
10872*8. 

Hold currency and gold standard, Blackett 
428-51, 456-7 , 467, 10247, 10267, 10272, 
.10226, 10262-1; (Irantham, Brent 2191-5, 
2255-0; Vakil 2921-8, 4002-6, 4148, 4175 , 
App. pp. 180, 185; ./. .1. Madia 5409; Mehta 
6567-8, 6570-5; Jianerjea 6821-22, App. 

p. 252; Ycnkatapatiraju 7091-2; liau 7299, 
7209-11, 7220-7, App. pp. 269-70, 270; 
Chakra rarti 7926-8, 7952-5; lihaitan 8019; 
Bn nth i if a 8542-6; Brunyate 11464; Cannan 
12282, ‘12294*5, 12226-8, App. p. 518 ( 7 ); 
Bombay Chamber of Commerce App. j». 128 
(7); tUdkrishna App. p|>. 222-2; Sin ha App. 
p. 272 (7); Shahani App. p. 410, 411. 

RlTeet xvould be slight, Lawrence 6712-2. 
not Likely to lead to. Hamilton p. 526 (6). 
Hold, free coinage, Heed lkN28-0. 

High bank rate, Bowie , 12088, 12109-112, 12257-9, 
Ap|>. p. 509 (17). 

Discouragement, efforts by Government, advocated, 
K. Vremehand 4668-9, App. p. 20.1 (6). 

RlTeet. of gold standard and currency on, K. Vrem- 
chand , M. Vremehand 4629-26, 4642, App. p. 201 
(6); Batel 5652-1; Han 7212-4, 7280; Jerons 9381- 
2; Kisch 10791: Uuhbaij , 12527; Keynes 12922-6, 
12125; Kilrhiu 12197,* 12515 22; Addis 12687; 
Spruyuc 15286, 15292 (v). 15295; Slrony 15295 
(iv): Muuruii Chamber of Commerce App. p. 244 
(20); Horrent e i A|»|i. p. 296; Last India Section , 
London Chamber of Commerce Apj», p. 592; 
Cassrl App. p. 600. 

Rxlcnk, question of, Bbatnayar 2064-70, 2082-4; 
Banerjra 689 1, 6927-22. 

of Hold : 

1924-25, Blackett 124-5. 

Goins, us store to be used when needed, Madon 
2578. 

Custom of gift to wife on marriage, Dalai 1827-9; 
./. .1. Wad in 5425-6; Banthiya 8742-H. 

Denomination of gold coin would affect, ( he if or y 
12752-5. 

if Hold juit into circulation would be melted and 
used f< *r social piir|»oscs, in rural districts, 
llamaiya 8292-4 , 8226-18, App. |». 200-1. « 

Increasing, Valet 5781-5. 

ns Ornaments, Shah 8766-H. 

Habit of, among uneducated public, Bhatnaqar , 
2524, 2014. 

ns Store of value mainly for female section of 
cumin unity, Madon 2568, .2666.9, App. p. 
170. 

People at large too poor for, Shah 8765, App. p. 317. 

Pojiulnritv of, for ornaments and hoards, Madon 

2576-7. 

under Present system, Vakil App. p. 179. 

Purebnse of small quantities of gold Bullion for, 
during lute years, Blackett 426-40. 

Bensons, Madia 4282 ; Vatcl 5942-7, App. p. 223; 
Baa App. p. 266(H), 267 (3). 

Substitution for silver; Heed 14713-6. 

Additional gold imports mainly due to annual 
savings not to, Cyan C hand 2841 -5. 
if Legal tender of rupee limited, question of 
extent, Millis 1812-9, 1825-33. 

Tendency, McWaHer* 976, 980-2; Blackett 519, 
10214. 10270-1; Denniny 1404-H; Willis 

1826-31; Brent 3322 3; Vatel 5959-60; 
BrnnynJtc 11361. 

Use as money ; 

not Antiei pitted Kitehin 13478-98. 
in Place of silver and notes, commodity prices 
would not be affected, Kitehin 13596 - 601 . 
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Houdla|r - continual . 

Habit, decrease doubled, O' //<//< Chand 2787-03. 28 10- 
50, App. p. 121. 
by Native States : 

Nature of, K. Premchand 47-11 3, 17 I 
and Probable ellWt on, of int i nduct ii n of gold 
standard, l\. I’ re me hand 4728-40. 

Replacement by gold during the war, (iuhbau 
12400-70. 

Rupees : 

Conversion ol, under gold standard. i|iiestioii of, 
Denning 1409-72, H7H.Nl, App. p. 47; 
Shaitan 8105-10. 

Object of, Shaitan Nln7 Id. 

Silver, (piestion of urimiint, Cut, hay 12471-2. 
Nature of, (lyan ('hand 2HIMI-4; Hninthum 3358-01 ; 

Naranji 4.711-5; Bat el 5755-H, 5057-8. 
uf Notes, 1!'|7/#.S 1N|.*|, 1814-0; (liantham 3331 7; 
Marian 3585-7. OfW.O-O ; Vakil |070. 

Conversion into gold probable in event of gold 
currency , Kisch 11027, 1I02H. 
as Ornaments by women, Naranji 1515. 
for Ornaments and social uses, not as bullion. 
I {am aiya 8202-1, 8317-48. 

Proportion bold by sowcars and idietli n immunity as 
securities for loans, no knowledge as to, (lyan 
('hand 2H78.HI. 

Reasons for, l.uwrnicc 11712: Sinha 7105; ('hukra- 
curti 7H54 5, 71157; Hamilton 10508, p. 530 (0); 
Shatter App. p. 30 1 (10). 
ltupees : Mr Waiter % App. pp, 74-5. 

Amount. <|iiestif»i «,f, Blackett 207. 1021-1, 102114- 
Oil; Willis |h:I1I-55 ; Shirfiratay Jnshi 6310-20; 
Mehta 05011; llatn rjra OMIll. OHO 1 , 01I1H; Sinha 
7144, 745H.05, 7500 85; Shah 81)10. 

Decreased tendency, Hrnnyutr 11301. 

Doubted, (excluding Native States), Shaitan 8104-5, 
8100, Mill, 8215-0. 

Large boards « if one issue. U7 ///n |N|N0. 
Magnitude, no knowledge of. (lyan ('hand 27011. 
as St<»ri‘ of value, doubted, Banlhiya 8507-8. 
Silver: l\ itch in 13400. 
estimated Amount, Blackett 502. 
possible Effect on, « if introduction of gold currency, 
Keynes 12055 1), 12005-0. 

proposed Forcing nf, out of hoards by resfrieling 
fiduciary issues and eensing to n»in rupees, 
(ireyory 12704-71, 12803-11, 1281:1-58, 12007-0, 
12010 . * 

no Large amounts, t'hakrararli 7050-02; Sarhar 
0212-4. 

for Ornaments only, Mehta 0500. 

Ornaments, etTect on, of establishment of Cold 
standard, question of. Blackett 525-0; 
Me Watters 000*7, 011, 017-18; Dcnuiny 1421- 
0, 1428-0. 

Present of, on marriage, ./. .1. Madia 5125-6. 

Holland : 

Cold reserves, 1010, 1021, Ualkrishna App. p. 228. 
Position re gold currency, Norman 10805 0; Nieoll 
1.0082 ; Slron y 15501,’ 15500. 

Prices, see that title. 

HOLLANDER, Dr. .Iamb IL. Probs-or of Political 
Fjconomv, .fobn lloptins l’ni versify, Hnltiinore : 
15228-15005. 

(Sold standard, 15232. 

Prices, 15371-5. 

U.S.A., 15232 (ii, xv). 

Home Charges : 

Effect of rate of exchange on, see under Exchange. 
Estimated and actual, and method of financing, 1021- 
22 to 1024-25 Kisch App. p. 400 . 

Object inn to varying rates from point of view of, 

Balkrishna App. p. 216. 

Imperial Bank : 

Advances to industrial concerns : Murray pp. 470 
(8), 48ft (18). 

to Mills and factories for capital purposes, ilitlirult 
to obtain, PM 0001-3, 0000-10, 0025-30. 
Advances to ntlier banks : 

against (lovcrnmcnt or other approved 

no obligation, Bowie 11853-6, App. p. 507 (8). 
Reason for not applying for, Bowie 11941-6. 

14846 


Imperial Bank continued . 

Advisory Hoard in Londnii, ivprcsi ulat imi uf Secre- 
tary uf Stall*, prnpnsal, Bruuyate J 1205 0, 11130- 
40, Vpp. p. 407 (4). 

Advisory Hoard of unii-ollieial numbers, propn-ed. 
Patel 5025-30, 5701 8, 5888-0(12, App. p. 233. 

as \gciit ol (iovi rniiieiit. udvncutcd, Bhatnuyui 
2573-7. 

Application hi, by Allahabad Hank for assistance, 
iiuw illingiiess, liotric. 11854, 11x57-02, 12203-7. 

Assets uiul liabilities ; 

J 021 -J 025 Sixt h App. pp. 173 (2(2) ). 170. 

September 1025, Murray 0501 8, 0740-8, p. 478 
(5, 0). 

no Assistance (o ntlier banks, Bowie 11818-0. 

Halanees of Secretary of Slab* in England slmuld b * 
bdt with, Indian Merchant s' Chamber App. p. 
107 (10). * 

Hank rate : 

1021-25, Manny p. 170 (14). 

Hegiilat ion, propmed method, Boinc 12253 02, App. 
p. 500 (17). 

suggested Hew Reserve Hank instead, Kisch 11500- 
007, 11010 II. App. p. 173 (2 (2) ). 

Scheme, Unniuiyu 8411-8, App. p. 302, 303. 

Lor rowing in London bv, question of, Blackett 10505- 
0. 

J.b'iiiielies of : Mc \\ attris App. p. 22 (21 ii). 

Carrying on ol work if proposed ('cut nil (Reserve) 
Hank established, ipiestioii of, hisch 11105 502, 
11554-01. 

Competition with other banks, Bowie 11020-31 
12200-12, 12231-1, 12208 72. 

Kxamiucrs for, proposal, Shah App. p. 335 (H7 00). 

Importance and value of, Kisch I J 401-1. 

1 lie reuse : 

Advocated, Patel App. p. 233; Manrari Chamber 
of Coin merer App. p. 215 (20). 

Importance o|, Addis 15002 3, 

Neeil for, and importance of retention of (Joveru 
incut Imlanees, Herd 14703-7. 

in London, proposal, Shah App. pp. 332-3 ( 77 1 . 

proposed Statutory provisions ir. Shah 0037-40, 
App. pp. 332-3 (74-78). 

Number, linaiieial results ele., Murray 00IH5I, p. 
170 (15). 

Number in places where Dislriet Treasuries, 
M a nay p. 170 (0). 

Opening of, nvoriimcndatiou ie, CtinifihcH 7710.51; 
Benyal I'haniher of (’ omnirree App. p. 280. 

Policy ir, M array 0052-1. 

.Hnsiness : 

with oilier Hanks, Murray 0572-3, p. 170 (13). 

Mr. Denning's proposu'^, eoinmenls on, frf.sc/i 
App. p. 178 (5). 

Discounting of bills, objection In, Bn at. (irantham 
3434 S. 

Exchange business. Exchange Hanks would object 
lo, Nictdl 1 1103 5. 

tor ( iovernment.. Murray 0501-71, 0010 3, p. 170 
(ID. 

Management of tin* public debl , Manny 0507 71, 
p. 178 (2). 

Nature of, Murray 0515-7. '.1550-80. 

Proposal re, if train f«*r of nole issue rlc. earrieil 
out, Blackett 005-35; Dcnuiny 1070 7, liiHLOa, 
App. pp. 50-60; Madon 3010, 3803-12, \pp. 
pp. 102, 167 (10); Pal el 5025; Manrari Trades 
Association App. p. 313; Shah App. p. 332 (73) ; 
Karachi Indian Merchants' Association App. 
p. 38-1; Das App. p. Il l (7). 

certain Restrictions might be relaxed if Central 
Hank established, Brunyatr 11431-5. 

slnlulorv Restrictions on. Mat ray 0518 51, 9583- 
00, 9768, pp. 477-8 (|). 

({living and selling of gold should lie handed over to, 
Vakil App. p. 185. 

Cush balance: 

last weak of October 1022-23 to 1025-20 dannaikar 
App. p. 303 (4). 

1024-25 policy re. Kisch App. p. 110 Ml). 

( ■ash credits : 

1021-25. Kisch App. p. 470. 

System, Denniny 005, 1002-25. 

«■ 3 
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Imperial Bank - -com t i a ucd. 
it Criil.ru I Bank created iiiiirliun* hh ivm-mc hank and 
ciiiiiinciviul hank mu-ti lm :-«.puiute, Ai sell 11 131-9 
M.'i.'ij, App. |i. lid r>). 

ns t rue Cenfcrul Bank, step* ncces-sur^ , Sonnun 
ii5Vi-H3. 

Central Hoard : 

Ciitirism, liamaiya N30-I -7, HlOO-iu, App. j). 303. 

1 lirtlit r Fuxvers advocated, liamaiya 8308 -|(X). 
Charges fur remittanccx, lioirir 12280-5. 

Clearing houses, Murray 0572, 0574 -NO, p. 470 (10). 
i '» iiniuit t t*i ■ nf Experts m iiiitidon (4i udxist' re 
Miiivii; t \ matters, pr«»|K» ;il, liamaiya Hjul-.i, App. 
[i. dud. 

( 'uiniiiiltrr ul‘ Supervision, proposal, Shalt App. pp. 

ddl ;’> (Hi, Hi). 

C *i if ii|ii‘t i t imi with indigenous hnnks. Conic llHilj-7, 

• I iHHd-0 1 , llooi-ib, 12113 -h, 12200-31, 12280-0 

App. p. ’il 1 1 (d), p. ."MW (10) (11). 

Cuiupel-itn in with other hanks, extent, Murrau 
05*1-1. 

ini Complaints Inard of lack ol lacilities truin, 
< 'hakiaearii iOHU-1. 

Complaints by Joint Stuck Hanks nt competition by, 
Murray 0714-7. 

C’« institution : 

Chango in: 

to Admit of elTcelive Indian cunt ml advocated, 
Henyiil ut natal Chamber »•/ Commence, App. 
p. 338 (5) (8). 

might he Considered in cnimcrtinii with proposed 
iruusler to, ut right of note i-suc and manage- 
incnt. * »l‘ paper currency, lUnckcll 217, 223-4. 
l’roptivaL, llalkrishnu 5201-3, App. p. 2iu; 
Shir inula jt . I twin 0327, 0332. App. p. 215 (21); 
l 'am phi'll , Unshforl h , 7087, 7*02-7, 7HOJ-0; 
liamaiya 8401-71. App. p. dOd; Henyal 
l ha mher of Com merer App. p. 2H0. 
truest i < hi nf, lilurhelt 508-004, J0521 d. 
Shareholders’ position in connection with, 
Hhickctl 003-4. 

Criticism, Ibis App. p. lid (5). 

Criticism of, and prepMudrrancc ol Indian members 
advocated, (iiian Chaml dOlu.H, 3052-72, App. 
pp. ldl-2. 

Ciirreiie\ contraction and expansion hv . proposal. 

liamaiya H 150-02, App. j>. dOd-1. 

I Oivrtt n s : 

Government humiliation of certain, desirable, 
Sbirpialap •Itmhi 0110-2. 

Majority should he Indians, Sarhar 0131-5, 
0153-00, OlON 2nd; Vakil \pp. p. |H.i. 
Noininat imi of one third on n-rommendalion ol 
Legislative Assi-mhlv hv (inverniueiit, pro- 
posal, Shah 8037-78, App. p. ddl (72 (2) ). 
Fiimnee Member of Council to he r.r ofjiein 
president of Hoard of Director-, and CoinmilfceeK, 
proposal ir, and powers, Shah 8001-3, 8000, 
OMOO-20, App. p. ddl (72 (di ). 
more Government control udxoeated and proposed 
method, Chablaui 2377-03, 2410-23. 2425-33 
App. p. 100. 

increased Indian -element adv> eated, Halktishna , 
5200. 

Indian interest*, inii-l he nioiv represeiiti d. 
Shir pruhip -loshi 0327, 0130-7, App. p. 2 Id (21). 
Large prop* utioii of work done for Government a 
factor to he considered, Hlaekell 500-000. 
Ollieial and tioii-otlicial direct ora nominated h\ 

( Iovernment . proposal, I ukil App. p. 185. 
Proposal, Shah 0002 20; Dan \pp. p. 414 (Hj. 
(Question of, Mailon 4400-12. 

Satisfactory. Jr eons 0534-5. 

Shareholder^ should heemne consultative and 
advisory with limited interest in profits. 
Hash forth 7*02-0; Henyal Chamber of (!om- 
merre . App. p . 2H0. 

if 'I'hird governor desirable, should he an Indian, 
Madou 1400, 4411 

Continuance as commercial hank and establishment ot 
Central Bank, propo-ul, \urmav 1 1584-02, 14837- 
lin, 14882-000, UOfil, 11004-7, 14072- r», 15024-/1. 
tf.0ri8.ii0; Addis 14‘JdthiO. M004-fi02d. 

Criticisms, lived % 14701-7. 

Conversion into Centra] Bank, suggestion, Bradbury , 
14280, 14289. 


Imperial Bank —continued. 

Conversion into true Central Bank under Government 
control, ad vt iiatcd, (Jhilnis App. p. 400. 

Conversion into State. Bank, proposal, l)a& App. pp. 
lld-4 (0); Waeha App. p. 380 (0). 

Control : 

Ciirrencx or hankiug committee to he appointed lr«)m 
representatives in Legislative Assembly, pro- 
posal, Itulkrhihna 520d-5. 

Il\ (iovernment. : 

Besirahle, lialhrishna 5204-8. 

present Position, AW//, App. p. 474 (2 (d) ). 

Proposal, A'/m/i 11140-4. 11177-HU, App. p. 474 

(3) )• 

(iovernment. should have large measure of, Caniphell 
70H.L0; Henyal Chamber of Commerce. App. 
p. 280. 

cln.se Co-opciatioii with Government, essential, 
HlackrU 001. 

(’over against demand liabilities, Hlarhetl 007-12. 

Criticism of, Hat el 5800-2; liamaiya App. p. 303. 

Criticism <>f, and State Bank adxocnted, Hancrjen 
0004 0, 0035-75, 7051-1, App. p. 255 (21). 

Demaiul drafts purchased and d nil t s and telegraphic, 
transfers paid in each circle of, from 1020, 
Me W alters, App. p. 30. 

Depositors’ interests safe with, liaa 7381. 2. 

Deposit accounts, giving of interest on, Htaehclt 015. 

Deposits, 1010-23, Kiseh App. p, 470 ill). 

Deposit* and advances as at la.4 week in March 1025, 
M array 0752, App. pp. 300-2. 

Discount rate pulicx, proposal, Chilnis App. p. 400 

(Villi. 

Discounting and rediscounting ‘>1 hills b\ , see under 
r.imTgciicv midi i Ciirrencx. 

Distinction from Central Bank./vfsc// 13120-30, App. 
p. 473 (2 (2) ). 

I >iviih inis : 

pro|H)-.cd Limitation to 10 per cent., Shah 8080, App. 
p. 320 (05). 

Minimum. Government guarantee not advocated, 
Shah 8087-0. 

Domestic hills held hv, average maturitx. Murray 
0500. 

LlTcet of policx on moiiex market, eomparison xvitli 
Bank of England, Kiseh \p|». p. 475 (2 (0) ). 

Exchange nperafioiiM by, projumal, Kiseh 11230 0. 

Financial position a^ regards services undertaken 
by Government amt privileges received, Bl tick fit t 
003-85. 

I’oreigu exchange transaction* nj the country should 
he conducted only through, liamaiya 8110-20, 
8472-1, App. p. 302. 

Formation, Htarketf 002. 

Formation of, January 10*21, and provisions of 
agreement with Secret. irv of State. McWatlcru 
App. pp. 21 22. 

Cm ueral rules nf business, Murray p. 470 (32). 

Gold held hv. location of portion in London, desirable, 
Hlaekrit 10151. 

Gold purchases by, proposed method, Mudun 3800-12. 

Government deposits, percentage to cash, 11*21-1025, 
Kiseh App. pp. 173 (2(2)), 170. 

Government: remittances through: 

Advocated. Huso 2080-05; Dalai 4013. App. p. 200 
(7): Shieprahif) Joshi 0320: Huh 7350; Heed 
14701, 14711-5. App. p. 545 (7): Madon App. p. 
107(17); Vakil App. p. 185; Indian Mrrehants ’ 
Chamber App. pp. 107, 100; A. I’rrmehand 
App. p. 201 (7); Bombay Mitbueners' 
eiation , App. p. 208; Hutkrishna App. pp. 210. 
225; Hotel App. pp. 232, 234. 235; Marwari 
Chamber of Commerer App. p. 245 (22): 
Indian Chamber of Commerce App. p. 201 (19): 
liamaiya App. p. 302 (15); ftrnyaL National 
Chamber of Commerce App. p. 33*0 (14); 
JeroiiK App. p. 343 (20); Burma India 
Chamber of Com merer App. p. 378: Karachi 
Indian Merchants' Association App. p. 384: 
Waeha. App. p. 380 (7); Junnarkar App. 
]). 305 (7): Chitnis App. pp. 401, 405 (VII): 
Sefhna App. p. 407; Shahani App. p. 412 (7); 
Das App, p. 414 (7); Webb App. p. 591. 
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I mperial* Bank — #■»»##/ i n u rd . 

( invrrniiM nt i*« a i 1 1 i t i aticcs Minuigli -ennl in ned . 

Acl Vt i •« I ii I nil *1* < ■ c i\ €*riii i n'li t rmih'iil, Hnujah 

('hiiinhcr nf Com mi nr App. p. Illl. 

Advocated. as ; i »_■ • * 1 1 1 nf € ■« *v« tii 1 1 1« -ill l« »r the 
pr« ■•>-* nt . and ipic-tinii t »F in I ti l n . ('nmfihrll 
7720-7 : llrnifnl ( ’hum her of Com merer App. 
p. 282. 

as Agent* « »l < ii »\ (••-iiiii«-iit approv'd. Ilritish 
I'liehamfe Hanl.'s App. p. 544 (1). 
wmild Ik • Approved nmlrr certain conditions, limit , 

a m nt ha m |iki.i:i v ic.i •2; I in m Imif Cli a in her 

of f 'nm merer App. p. Ill rjn>. 

Consideration in connection with, (1 u him if App. 

p. 510 (1«M. 

close Co-operation essential. lad n*s.p* iii^i I >i I ifl v for 
poliev limst remain with Secretary uf State, 
Kisrh HIN-I-UI. 11521 :w, 11017, App. p. 171 
(2(1 )). 

Desirable if note issue transferred, Den am, f 1071-2, 
1111-7. 

proposed Method of working, Dennina 1012-09, 
1097-101. 1 140-5 ; App. pp. 5H.9; Dalai App. 
p. 200 (2 ii). 

Nut urn of proposed agreement , Dcnn in if IU71. 
t Hdigution, reason for, Dennintf 1001-5. 

Preference to ( iovcmilietit . ver piihlic, criticism 
Wl Mild he Ijn Mindless. Deunimj 1071-5, 1000-101. 
Proposal, Hlael.etl .11:127, 14H-5;i, App. p. I H (15); 

Me\Ynl Irm HJ1-0; Dennimi App. p)». 50, 57. 
propositi Hate, Dennina 1000.7, 1100, 1110. 

1 1 old i lie < »f ( ioveriilneiit. balance-: 

without. Interest, popular feeline re. If a a 71H1-0. 
Proportion should he lent out, toother Hank-, llmrir 
1 |HH 1-0, 1 2220-00. 

lltmdi policy of einergencx currency should have lieeii 
protested against by. (inhhaii 12117 50. 

I lldepelldeliee of (!o\ eminent. desirable, HI dele it 

on I, 0:1012. 

Indianisatioii of service, proposal, \ nl.il App. p. IWi; 

Hal el App. p. 211; Dan \pp. p. 11.1 («). 
nit iniiit e Indianisation of. desirable, Madnu 1 107 

Mil. 

Indians in charge of branches etc,. Mavra if p. 4H0 (10). 
Keeping of halaiiees with, ipiestion of obligation upon 
other hanks, lllnekclt 000-11. 

Loans to, interest. on, 102122. to 1021-25, Dennimj 

aim-. I*. 72. 

I <i mils taken by, from currency and bank rule and 
cash position when loans taken or n paid, March 
1022 to May 1025, Me II nllrrx, App. p. 05. 

Loans to, from currcncx against. Iminli-, nee under 
Kmcrgency under Currency. 

London (Mice, (diaitficter and extent. ot biis-iiinss, 
Miimiif 900S-19. 970H. 

completely Nalioiialis.d bank without private capital 
* tile ideal In 1 1. not. advocated at present, S hah 
HO 1 1 -5. 

Notes, arc that title. 

Overdrafts and cash credits, Mnrrnif 9000.2. 

Vrivilcged position of, llnieie IIH70-H1, 12271-H, App. 
p. 507. 

Profits and dividend-. I 'enhalnfialirnju 7112. 7211-5. 
Profits, sharing of. between Hank and f •••veriinieiP 
after pa;. un lit of |0 per ••cut. dividend and pro- 
visii n for reserve, propo-al, Shah HOHti, App. 
p. 129 (05). 

Provision id exchange faciliti'-s. propos.-d nrrangc- 
incuts, lie nn in a \pp. pp. 57-H. 

Public deposits : 

Accretions in event of disconlinnaiic- of Secretary 
of State's drawings should not be made basis 
of enlargement of credit , Ihninfulr I 1121. App. 

p. 501 (21 K). _ ... , 

lYrcciitagc to other deposits 1921- 192m histh 

11510-0, App. pp. 170 (2 i2j) 170. f 

Publie deposits, hankers* deposits and bankers 
borrowings, 1021-25. Mmrnif 0011-0. p. 179 (7). 
Purchase of biindis at rales impossible to nlln r banks, 

lioirir 11H00.70. 110:12-0. 11057-01. 1 107-1. 12021, 
1207S-HH. 

Hacial discrimination : 

Public belief in, Sin ha 7471-7. 

Ueply to charge of, Murray 9750-:’, App. p. 479 (H). 


Imperial Bank ennlinned. 

Jtcccipt of g.ild bullion in exchange for <;-4d c<»in ol 
notes, proposal, Shah App. pp. 115 (H, 0), 
117-H. 

Heiuittaiice business:, fnr eiisti.m.-rs and non 
ciisf. liners, proposal and <pi'-ti..n ,.f elTi el on 

Ma rw mis, Shah 90111 17, App. p. iso. 
Hh. 

Heiuittaiice facilities, • it In t banks -In niltl share in, 
llnieie 11HH7-0I. 

Heiinmeratioii of : 

as Agent of t io\erniii"Pit . Madnn 010 1. 
lor Management i f pul.hc d. 1*1 otlice, Marian 
00 III 2. 

for Management of rupee debt in Loudon. Mnrrau 
00.12 0. 

Hesel \’e : 

Composition, Denniuif \pp. pp. 52 1. 50. 1. 50, 57. 
Shah App. p. 12N (01). 

Mr. Driiiiing'- proposals, coiumciits on. hiiseh 

App. p. 170 < :il'* ) . 

I h'preciat ion fund, proposal, Shah App. p. ,*'»20 (07) 

Location, Denniny \pp. pp. 52. 50. 

propo.sed Statutory pro\isiniis, Shah App. pp. .‘*20 

7 (55-07). 

Working of, under gold exchange standard, 

Den n in y App. pp. oi-.l, 01. 

Ib-spiuisibility for maintenance nf exchange : 

Criticism of proposal. Shaitan Hirj.VO. 

Loss from, to Ihmk : 

Doubted, though pos iblc. gain more piobabli'. 
Den, I ina , lloj in, 1110 20, 1 |:i;i o. mi. 

1152-1. 

Note i-sue nut like lx to siitfi-r from exaggerated 
rumours nf, Dennintf 1(09-10, 1127.12. 
Method of working, Dennimi App. pp. 52-1. 
Obligation to si || to Cmverninent of India again-t 
pax uieiit. ill India, gold at par or sterling at 
lower gold point, proposal. I\i*eh App. p. 175 
(ID). 

Proposal and scheme, lilaekell .‘525.12. 195 h, 10|s9. 
10501.9; Dennin.f App. pp. 51-2, 51 5. 
Comments, Sixeli App. p. 175 (.‘5C. Il'.i. 

Hesults nf five xcai's* woi'kiii; r , d if an I'hntnl App. 
p. 111. 

Hull's for, should be framed h\ Cmv ernor < ••■n, i,i! in 
Council .subject to approval of A--mbl\. Shah 
S99I-H. 

Sales nf sterliiijf. 1925. Mnrrnif 9552-5. 9005-7, 9711-5 
'.1719 p. 47H (||. 

SnxingK bank depnsit,, Mr II all, Vpp. p. 22 llliii. 
Securit ii s held b\ , particulars re, Mnrrnif 9001-1 
||. I7H (.11. 

Shareholder*,* profit-, prnpn-.-d limitation, Kamanja 

App. p. 101 ( Hi). 

Statements published h\ : 

( t )iie--f ioli of, llnieie I INTI 5, 122 II H, \)»p. p. 507 
(5). 

fullest ii m of form, lilarhell :507. 111. 

Stahitorx oblieatinri to sell rupee- fnr -terlmp without, 
limit at. In. 0 1.1/ Hi//, and -l« rlin^ for inpee-- at 
In. 5 11 D\d., propo-al. IHm hell 175 h, |0.»|o 9 
App. 7. p. 00 (fid). 

proposed Statutory pro\i-.jnns re, Shah App. pp. 
1.11 fi (72 92). ’ 

Stalntoix rule- and regulation- advocated. Hah I 
501 i. • 

Transfer of central hanking functions to, proposal-. 

Hriintjnfr 11100-12. \pp. p. 502 (21). 

Transfer of ciirrcncx -xstciu to, alter conxi-rsion into 
Statr' Dank and Hankers' Hank, advocated, 
liamaiifu NUUi, App. p. 102. 

Tran-fer of management ».f ;m.M -landanl re-erx* t<#, 
see under Cold standard reserve, 

Tnm-fer to. of light of note issue and management, nf 
paper currency, etc. : 

Advantages, lilarhett 100 200. 217 21 ; Mnrrnif 

9075-0; Dennimf App. pp. 51 di. 55: linmhnij 
I ’Im m her nf ('nm merer Npp. p. 141 (17); 
Advantages of transfer ol responsibility from 
(iovci nnient, Kimh 11 12 l-H, 11179. \pp, p. 471 
(2(D). 

certain Advantages but commercial character of 
bank a drawback, Hrnnnnte 1I2N0 App. pp. 497 
(8) 502 (24). 

c 4 
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Imperial Bank — continued. 

Transfer to, etc.- -continued. 

Advantages and possible difficulties under present 
system, Me Waller* 806-16. 

Advocated and approved under certain conditions, 
I liar he It 160-206, 217-8, 1HKNI.:i t 10021, App. pp. 
65 (3). till (fihj: Mr Watters 866; liasu 1998- 
2002; t'hahlani 2000, App. p. 100; Madon 0507, 
■1001, App. p. 102; Wadia, Jo*hi 4207-0, App. 
pp. 100-4; K. Premchand, M. Premchand 
1010-21, App. p. 200 (To; Dalai 1012, App. 
p. 205 (5); Balkrishna 5201 2. App. pp. 210, 
220; I' til el 5025 -OH, App. pp. 202,205; Shicpra- 
tup Josh i 0027, 0002. App. p. 245 (24); liau 
7014-5, App. p. 271 (VII I ; r dinphell 7087 
71*02; I'hahrararti 7071-0; Bant liiya 8008; 
Hamilton 16600, App. p. 050 (10); Horn bay 

* l 'ham her 1 if Commerce App. p. 142 (22); 
Bombay Mill-owners ’ Association App. p. 207-8; 
lh mrrjra App. p. 255; Sinha App. p. 276; 
Bengal I'hamhrr of Commerce, App. p. 280; 
Indian Chamber of Commerce App. p. 201 (18); 
Maneari Trades Association App. p. 010; Shah 
App. p. 024 (47 1; Bengal Sational C humher 
of i'ommcrcc App. pp. 008 (5. 8); Hanna 
India C humher of Commerce App. p. 077 (0); 
Karachi Indian Merchants * Association App. 
p. 08f; CocJikhnna wain App. p. 080; It aeha 
App. p. 088 (5); Junnarkar App. |>. 004 (5); 
Forrester App. p. 007; Chihli s App. pp. 400, 
405 (V); Sethna App. p. 100; Das App. 
p. 410 (5); Punjab Chamber of Commerce 
App. pp. 100-1; Bnniyate App. p. 501 (21B). 

nut Advocated. Shahani App. p. 411 (5). 

not Advocated fur 4 « »r 5 \enrs, Aiifar 0007-0, App. 
p. 050(01). 

a* Agents of C ■<>v> i riiiiia > iit : 

Advocated, Madon 1094-9, 1409, 1411-20, 1551-00 
App. p. 107: i\. Premchand , M. Premchand 
4018 21, App. p. 200 (5); Shiepralap Jnshi 
0400 5, App. p. 215 (21): Sarkar 0204 5; 
Hernial Sational Chamber of Commerce App. 
p. 008 (8). 

\pproved, Karachi Chamber of Commerce App. 
pp. 081-2 (5). 

Arguments in favour of, Aiifar \pp. p. 050 (01). 

proposed Arrangements For distriluitioii of notes 
and coin, Denning App. pp. 57-8. 

Banking and issue departments, keeping of 
separate : 

Advocated, ('hahlani 2007-70, 2087, 2000-4. App. 
p, 1 00 ; Madon 1400-0; (i if an C hand App. p. 
101; Marirari i'hamhrr of Commerce. App. }». 
215 (21); Indian i'hamhrr of Commerce App. 
p. 201 (18); Hernial Sational Chamber of Coni’ 
merer App. p. 008 (8). 

Advocated for next 00 years, Jrrons 0350, 9505-0 
App. p. 042 (17), j». 010 (20). 

not Sufficient, creation of separate Koservn Bank 
suggested, Kisch 11551-0. 

Capital account, readjustment question, Blachctf 
040-02. 

element of Centralised Government control neces- 
sary, Hamilton 10000-2, App. p. 059 (10). 

certain Change in control should he involved, 
Murray 9757. 

sufficient Confidence not inspired by Central Hoard, 
Cyan ('hand 0010-18. 

increased Confidence us result, question of, 
Hamilton 10500-2. 

Considerations in connection with, Gubhay App. 
p. 510 (10). 

( ’oust i tut ion should he altered anil hank trans- 
formed int-o State Bank, Wadia, Joshi 4024-5, 
App. pp. 190, 194. 

Control over paper currency reserve necessary, 
Denning App. p. 51 (4). 

Co-ordination with Government, Murray 9711-10, 
9733-6. 

Credit facilities for trade and industry would he 
increased, Balkrishna 5195-200, 5285-0. 

Desirable under restrictions and safeguards to be 
laid down by law, Madon 4392-4; Indian 
Merchants' Chamber App. pp. 197, 198. 


Imperial Bank— continued. 

Transfer to, etc. — continued . 

no Difficulty anticipated in providing funds for 
Government sterling expenditure, Murray 
9055. 

Financial arrangements : 

Animal payment by bank based on amount of 
securities in reserve advocated, Aiyar App. 
p. 050 (31). 

Allotment of fully paid siiures to the State of 
not less than one third of total authorised 
capital, suggestion, Shah 8979-87, App. p. 
331 (72 (1) ). 

Bank must be remunerated, Marwari Chamber vf 
Cam merer App. p. 245 (24). 

Government share in profits : 

not Advocated, Me Watters 984; Denning App. 
p. 00. 

Consideration proposal, Blackett 353, 10544. 
Question of, Murray 9723-4. 

Government as shareholder : 

Object ion to, Murray 9722. 

Proposal, Blackett 10521-3. 

Gun eminent to take share in general profits of 
the Bank, proposal. Kisch 11225-9. 

Guarantee of eertain return to shareholders, 
Government taking rest of profits, proposal, 
Murray 9718-21, 9754-67. 

Methods, Denning App. p. 00. 

Percentage to Bonk on amount of invested portion 
nf reserve : ! 

Comments Hnd proposal, Kisch App. p. 478 (6). 
Preferable, McWatlers 985-7; Denning App 

p. 60. 

Question of, Murray 9728. 

Profit and loss account : 

Complicated hut. a possible system, McWntters 
984, 985. 

Difficulties, Denning App. p. 60. 
possible Objections to. Me Watters 9H4, 988. 
Opinion re, Murray 9725-7. 

5 rupee notes should remain with Controller of 
Currency, Junnarkar App. p. 395 (6). 

Functions and resjamsi hi lilies too large for one hank 
to undertake efficiently, huh bay 12451-8. 
under Gold exchange standard, working of, 
Denning App. pp. 52-6, 60-4. 
under Gold standard, working of, Denning App. 
pp. 56-60. 

Gold standard reserve, statutory control of reserve 
would he necessary , Kisch 11148, 11198, 
11205-11, 11247-51. 11260-7, 11276. 

Government association with Bank, proposal, 
Bran gate 11411; Kisch 11110. 

Government control over Bank will he neoeffsary, 
Vakil App. pp. 184, 185. 

must be Gradual, K. Premehand, M. Prcmchand 
4616-7, App. p. 200 (5). 

Issue of seasonal currency under certain conditions 
should be one condition of, Patel 5988, App. 
p. 234. 

Management of paper currency advocated, Vakil 
App. p. 184. 

of Management, rather than control desirable, 
J crons 9351, 9364. App. p. 343 (20). 
Memorandum on, Kisch 11117-9, App. pp. 473-81; 
Denning App. pp. 51-64. 

Metallic reserve should be at. least 75 per cent, at 
first, Bowie 12146-9. 

proposed National Currency Board preferred, Oyan 
C hand 3010-20. 

if Note issue handed over, hank should bn 
transformed into State Bank, Bowie 11893 
App. p. 508 (15). 

if Note issue transferred should he entirely sepurate 
Department, Reed App. p. 545 (5). 
of Note issue would be approved within next 
ten years, Jevons 9360, 9531-2, App. p. 342 
(17). 

Objected to, unless interests of taxpayer safe- 
guarded, T>nkafapa/ira/M 7127-43. 
objections to, Jevons 9351-61, App. p. 342 (17-19); 
Bowie % 11840-5, 11892-4, 12285-46, 12249-62, 
App. p. 507 (2), p. 508(13-15); Nicoll 13866-81; 
British Exchange Banks App. p. 544 (5); Webb 
App. p. 691-2. 
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Imperial Bank— < : uniinucd . 

Transfer to, etc. — continued. 

Position of Exchange Bunks should be considered, 
Branyale 11136-8. 

not Possible unless personnel of Currency lVpurt- 
nifiit absorbed by Bunk and fresh agreement 
witli Government of India, Bombay Chamber of 
Commerce App. p. 141. 

Power to transfer funds between India and luindoii 
would be necessary, Kisch 11230-0 Apu. p. 478 

(5). 

Proposal, Uratham .1418-22, 

Question of, Bradbury 14280. 
would be Remedy for Government manipulation, 
\akil 3906-7. 

definite Rules for management mid coni ml of issue 
advocated, Dalai App. p. 205 (10). 

Safeguards necessary, Campbell 7088-91, 7739; 

Be ntful Chamber of Com merer App. p. 280. 
Scheme, Darning App. pp. 44-5 (0), 56-60. 

Separate reserves should be kept for hanking and 
currency liabilities, (fyan ('hand App. p. 131. 
Special Committee suggested to urrungc terms of, 
War ha App. p. 388 (5). 

Stall required, not a difficulty, Blackett 203-6. 
Transfer of personnel of Currency Department : 
would be Desirable, Murray 0708-10; Bengal 
Chamber of Commerce App. p. 280; Karachi 
Chamber of Commerce App. p. 38| (5). 
would be Essential, Jc rutin 936241, 9533. 
Ultimate control of reserves should remain with 
(io\ eminent, Punjab Chamber of Commerce 
\pp. p. 131. 

Transfer of funds for other bunks, Murray 9715, 
p. 480 (19). 

Transformation into State Bank desirable, Chablani 
2383-91, 2121-33; Banrrjca App. p. 255 (21). 
Undercutting of oilier banks in quoting of rates, 
Boirie 11863-70, 12022-77, 12218, App. p. 508 
( 10). 

Unsecured advuuee* by, Bowie 11951-0, App. p. 507 

(4). 

Imperial Bank Aot, 1920: 

Criticisms, Bowie App. p. 507. 

Draft bill for umeiulmeiit of, l)au App. p. 114. 

Imperial Bank Rate: 

1921-25, Murray p. 479 (14). 

Regulation, proposed method, Botvin 12253-62, App. 
p. 509 (17). 

Imports, duties should he payable in gold or gold 
equhaleut, Chablani App. p. 98. 

J N 1)1 AN CHAMBER OF COMMERCE : 

Evidence on behalf of, see Khaitan, D.l\, 7987-8247 
^Vpp. pp. 283-93. 

Founded 1925, Khaitan 7990-1. 

Interests represented and membership, Khaitan 
7988-9, 8225-9. 

Statement, App. p. 283-293. 

Indian Coinage (Amendment) Aot, 1920, Kwh App. 
p. 444 (6). 

INDIAN MERCHANTS' CHAMBER, BOMBAY: 
Letter, App. pp. 190-9. 

Letters from secretary (J. K. Mehta) re proposed 
diseontinuance of 1 rupee note, 1923, Me Watters 
App. p. 416. 

Industries: 

nee also Trade and Industry. 

Encouragement, need for, Aiyar App. p. 354 (23). 
Protection of : 

by Bounty or protection preferable to manipulation 
nf exchange, Sinha 7480-1, App. )>. 271 (11). 
Question should not be considered in connection 
with. rate of exchange, -lawns 9447-51. 
Safeguarding of, see that title . 

Inflation, not advocated, Dalai 4874-0. 

International agreement, necessary before establish- 
ment of gold exchange standard but not antici- 
pated, Gy an Chand 2884-0, 2905-34, 2946-7. 


International Credit Papers, suggestion. Ham/ App. pp. 
81, 86. 

International exohange, offer <4. against local currency, 
n si -r vi s available at pn scut, Kisch App. p. 4 58 
(2D). 

International Exohange Standard: 

Genoa Conference recommend id ion-,, Blackett 380, 
543. App. p. 05 (41 : Chablani 2201-7, App. p. 95: 
Madon 3773-8; \mbedkar 6237-40; Brunyato 
11301; Bhatnagar App. p. 105-6. 
not Applicable fo India, Wadia 4206-12; Joshi 
4213-8. 

might he Considered after experience of gold 
standard and gold currency Khuilan 8235-47; 
Indian Chamber of Com merer App. p. 290. 
Criticism of, Madon App. p. 170. • 

Extent, to which steps talo n to carry nut, Blackett. 
10133-4. 

of Universal application, Blackett 10395-406. 

Ideal to be aimed at, Basil 1903, App. pp. 81, 86; 

Bancrjea 6821-3, 7034, App. p. 258 (9). 

Practical difficulties, Chablani App. p. 95. 

Scheme, Blackett 9989-10030. 10066-115, 10122-71. 
no Signs <>f establishment , Cyan C hand App. p. 120. 

Investment banking, suggestion for development. 
Strong 15416 (vii). 

Investment habit: 

Development. : 

Hoarding would decrease, Kisch IOH73, .10878; 

Sprague 15295. 

Possibility, Strong 15421. 

Encouragement, comparison of gold exchange 
stundard and gold standard from point of view, 
of, Hamilton 10508-71. 

Encouragement desirable, Keynes 13132-5; Cassel 
App. p. 004. 

Increaso of, Blackett 152; Uau 7271; Keynes 1313-1. 
Anticipated with education, Banthiya 8516, 8518, 
H0IL 

Gold currency would lead to, Patel 5751-85: 
Shiepralap Joshi 0369.80; Indian Chamber of 
Commerce App. p. 290 (16). 

Impossible owing to illiteracy of mass of population, 
Madon 3579-84. 

would Result from establishment of gold standard 
Blackett 130-51, 450-7, 407; Madon 4480. 

IRAQ, MINISTER OF FINANCE, memorandum, App. 
pp. 131-2. 

Italy: 

(Jold reserves, Huberts App. p. 547. 

Position re gold currency, Kisch 10993-1. 

Prices, see that title. 

JALAN. RAM KUMAR and BANTHIYA, KASTOOR- 
MAL, representing the Marwari Trades Association, 
Calcutta: H47G-8749, App. pp. 305-13. 

Btihinglnii. Smith Committee, App. p. 306. 

Banking, 8490-4, 8611. 

Chamberlain Commission, App. p. 300. 

Cost of living, 8702-4. 

Council Bills, App. p. 318. 

Currency system, 8499-523, App. p. 300. 

Exchange, ruin of, 8023-41, 8617-50, 8731-8, 8740, 
8742, 8962-9, App. pp. 31 L3. 

Fowler Committee, App. pp. 305, 300, 312, 313. 

Gold : 

Coinage, App. pp. 305-6, 311. 

Imports, 8068-77, App. pp. 310-1. 

Issue, 8678-82. 

Gold currency, 8490 , 8521-9, 8512-51, 8000-3 , 8078- 
82, 870J-H, App. pp. 300, 307. 311. 

Gold exchange standard. 8058-67 App. pp. 3(M), 307. 
Gold standaid, 8-196 , 8539-70, 8589-022 , 8053-6, 
8683-99, 8709-35. App. pp. 300. 307-9, 309-11, 
313. 

Gold standard reserve, 8582-8, 8709-28, App. p. 309. 
Hoarding, 8530-2, 8537-H, 8000-11, 8743-H. App. 
p. 308. 

Imperial Bank, 8698, App. p. 313. 

Investing habit, 8546, 8548 , 8611. 
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JAI.AS, I (AM KIM A 1C, .lo — inntinued. 

Miirwuri Trade* Assneiatinu, 8481-91. 

Notes, App. p|). 308, 309. 

Paper currency ivsrrve, 8501-70, H0N3-9, H709-28, 
App. pp. 309, 211 1. 

Rupees, 8490-7, H 199-523, 8533-0, 8577-81, App. 

pp. ouo, 307. 

Sil vi-r : 

Import, duty, 8571-0, Hi *rtl » t 8091, App. p. dll. 
Imports, App. p. 2-110. 

Japan : 

Hunk in;* s\ stem, Strong 151 ll» (xv). 

Currency system. Marled I 55900. 

(Sold reserves. 1‘Ud, 1 92 1 , Mkrixhna App. p. 228. 
Imports of rot-tun goods from, l*ald 5702-8, fiHltl-SH, 
App. p. 231. 

Erie, ■s, srr Hull tit I r. 

Ruw cotton exports to, ValrX 5709-10. 

JENISON, 11. A. C., Consulting Engineer, (Jim runty 
Company of New York : Memorandum mi the effect 
upon the copper, lead and /iuc mining industries 
of successive decreases in the price of silver caused 
hy the introduction of the gold standard in India. 
App. pp. 501-73. 

Summary of, 15238. 

-IEVONS, Professor H. STANLEY. M.A., I.K.S., 

9249-9537, App. j»p. .KJU- Id. 

Capital, foreign, 9271-11, 9199-503, App. p. 21-10 (0). 
Cotton industry, 9277 -H. 

Council hills, 112577 . 

Currency, emergeiiey, 9310-1, 9305-8, App. p. 342 

(W). 

Exchange. rale of, 9271-87, 9292. 9d22-9, 9d75. 9420- 
d9, 9152-75, 9-170, 91M-95, 9199-523, App. pp. 
dd 9 (2, d), 2140 f«, S>, dll (11, 12, Id, 14). 

Gold : 

Coinage, 9288-90, 93d2-5, 9375, 9384, App. p. din 
(III), p. 343 (2di. 

Issue of, 9288, 9291, 9dl0, 9375-0, 9379, 9380, 
9393. 

Gold currency, 9288-321, 9330 1, 9375-9, 9385. 9115, 
App. p. 340 (10), p. 341 (12), p. 343 (23). 

Gold standard, 9282-321. 9375-91, 9401-3, 9109-17. 

9521-30, \pp. p. 310 (9, 10). 

Gold standard reserve. 9330-7, 9383, App. pp. 341 
(14), 342 (15). 

Imperial Hank, 9351-01, 9531-5, App. pp. 312 (17-19). 
343 (20). 

Industries, protection, 9447-51. 

Notes, 0320-1, 9309-72, \pp. p. 313 (21. 22). 

Paper eurrencN reserve 9315 50, 9383, App. p. 342 

GO). 

Quoted, App. p. 252. 

Prices, 9202 70, App. pp. 339 (3, I), 340 (5. 0, 7). 

1{i >\ al Commission, iv|Kirt, action on, 9251-4, 9490-8. 

' App. p. 339 (2). 

Hupei'S, 9311-20, 9371, 9382, 9395-407, 9525, App. 

p. 310 (10). 

Silver, 9157-9, 9519-20. 

Sovereigns, App. p. 313 (23). 

C.K., 9293-309. 

Wages, 9277 -N, 9139-51. 

Joint Stock Banks : 

Deposits. 1919-23, Kindi App. p. 17G (G). 

Deposits and cash halaiiees, 191 9, 1920. Kisch App. 
p. 490. 

.lOSlil, (i. N.. sf i' Wad ia, P. A., and Joshi, G. N., 
1185 584. \pp. pp. 180-95. 

.TOSH I . SHIVER \TAP: PAID, HA.MCH ANDHA, and 
DIKSIIIT, I M ASII AN KKll, representing the 
.Marwari ('handier of Commeree : 0201-0198, App. 
pp. 239- 10. 

Hanking 'facilities, 0309-78. 

Cheques, 0370-7. 

Cotton industry, 0480-5. 

Council hills, 0440-7. 

Currency : 

Emergency, App. p. 245 (23). 

System. App. pp. 212 (12), 2 13 (10) 215-0. 
Exchange, rate <»f, 020H.3U2. 0333-41. 0381-400. 0419- 
25, App. pp. 240-1, 241-2. 

Food grains, prices, 0361-400, 0401-72 , 6495. 


JCISH1. SHlVPItATAP, etc. — continiii'd , ■ 

Gold : 

Issue, App. p. 244 (21). 

Minting, App. p. 244 (20). 

Gold currency, 0309-80, 0150-1, App. p. 214 (18). 
Gold exchange standard. App. p. 212 (12). 

Gold standard, 0312-21, 0342-08, 0107-19, 0440-9. 

0452-5, App. pp. 242-4. 

Gold standard reserve, App. p. 211 (18) (19). 
Government remit tin ices, App. p. 215 (22). 

II.. aiding, 0319-20, 0020. 

Imperial Hank. 0327 , 0332 , 0433-7 , 0440-2. App. 

p. 215 (22) (21) (20). 

Marwari Chamber of Commerce, 0203-7. 

Notes, 0329-30, 0450-00, App. p. 215 (21) (20). 

Prices, App. pp. 239-40. 

Keverso hills, App. p. 213 (10). 

Rupees, 0322-5, 0111, App. p. 243 (17) p. 211 (21). 
Silver import, duty, 0306-11. 

Trade, internal, 0173-85, App. p. 212 (12). 

Wheat, 0390-400, 0120-32. 

JUNNAHKAH, P. H.. Depart iiumiI. of Cnmnierec, |)aeea 
Cniversity, statement, App. pp. 391-5. 

Jute crop, Hengal. financing of, AfrWuffr.nt 803, 805-7, 
873 : Panning 1185, 1198. 

Jute mills, Wages: 

Increase above pre-war 1918-1920. I>nff and Co., App 
p. 0*31. , 

" knraki ” payment. Puff and Cn.. \pp. p. 031. 

KARACHI Cl I AM HER OK (’OMM KliCK : App. pp. 
379-83. 

Currency, emergency, App. p. 383 (7). 

Exchange , App. pp. 379-82 (I) (2) (3) (I) ( f»i . 

Gold currency, App. p. 382 (0). 

Imperial IWink, App. pp. 381-2 (5). 

1 idler from Secretary, rr proposed discontinuance of 
niie-riipee note, 1923, McWulIrr * App. p. 117. 
Notes. App. pp. 381-2 (5). 

Prices, stahilitx, App. pp. 379-80 (I). 

Paper eiirreney reserve. App. p. 381 (4) |5). 

Rupees, debasement, App. p. 382 (0). 

Sterling, sale h\ Government App. p. 381 (I). 

Sterling purchases. App. p. 383 (7). 

KARACHI INDIAN MERCHANTS’ ASSOCIATION, 
letter, App. pp. 584-5. 

KEYNES, JOHN MAYNARD, C.H. : 12921-13198. 
Central Hank, 12988-90, 13050-01, 13098-107. 13191-5. 
Chirm, 12955. 12900-3. 

Currency system, 12981-7, 13033-4, 13082-1. 

Exchange, rate of, 12979, 12981-2, 13002-32, 13005-9. 

J 3085-90, 12121-31. 

Gold. 12033, 13070-81, J 3182 8. 13190-7. 

Gold eiirreney, 12922-978, 13030-42, 13108-23, 13135- 
70, 13189.93. ' 

Cnild exchange standard. 12979-80, 13177-81. 

Gold reserves, world, 12928-31, 12930-7, 13080, 131J0- 
23. 

Gold standard, 12983-0. 

Gold standard reserve, 12938-1(1, 12991-3001 . 13091-7. 
Hoards, 12922-0, 12955-9, 12905-0, 13135. 

Investing habit, 13132-5. 

Notes, 13034. 

Pa|»cr cun. -ncx reserve, 12938-49, 12991-3001. 13091-7. 
Prices, 12979,' 15002-32, 13085-90. 

Silver. 12955-73, 13043-9, 13141-50, 13189-93. 

KIIAITAN, D. P., representing the Indian Chumher nf 
Commerce, 7987-8248, App. p. 283-293. 

Agricultural indebtedness HU5H.07. 

Council hills m 1 82-3, App. p. 291 (19). 

('iimfiie.y : 

EmcrgeiieN h 192-202, App. p. 291-2. 

System 7992-8039, 8040-8, App. pp. 283-0. 

Exchange : 

1/4, 8112 5, 8153-8, 8189, App. pp. 288-9, 292 (21). 
1/0. 8058-70. 8085 9, 8144 53, 8207-9. App. p. 2H5- 
(0) , pp. 288-9. 

2/-, 8080-4, App. p. 288 (14). 

Stability, App. p. 280 (7). 

System, App. pp. 283-4, 285. 

Genoa Conference recommendations, 8235-47, App- 

p. 290. 
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KHA1TAN • I). I*.— runiinucd. 

Gold : 

Consumption tax, 8203-1. 

1 ml in's right In, 8009 22, 8092. App. pn 284 ft I 
2*9 (Hi) , 293. 

Minting of, App. pp. 287 (II), 202 (22). 

Gold iMimm-N, 800513 . hoi «i. no 22, 8043-5, nioo, 
NI.V.Mil, 8172 81, 8203 0, 8217, 8229-34, N247. 
App. |i|i. 281 (2| , 289-90. 

(inhl exchange stundurd, 8023-39, App. p. 284 (5). 
(inld standard, HOtU-.'i, 8(190-105. Hj 02-70, 8]88-90, 
App. pp. 280-7, 2H0, 200-1. 

Gold standard reserve, App. pp. 290, 201. 

I luarding, KlOl-11, 8215-0. 

iKiiptM-iiil Hunk, 8025 0, 8185-0, App. p. 201 (18), 10). 
Indian Chamber «»f ( 'niiiuieree. 798N-91, 822:10. 

Nntes, H|H.l, 8218-21. App. pp. 201 (|H) 202 (22). 
I’jipi'f ciimMicy reserve, App. pp. 200, 201, 292-3. 
Prices, 81 17 32, App. pp. 287-8. 

Railway rates, 8210-1. 

Rupees, 7002 8()0H, 8040.10, 80.12 .17 , 8008 , 81(10-10. 
8172-81, App. pp. 281 (.**), 287 (11), 202 (22, 
20). 

Silver, import dut\, 8180. 

W limits, 8078 , 8117- id, 8222-4. 

K1S( II, LT.CIL, II., ( .It., Financial Seeretary at flics 
India Ollier: 10704-11281, 11180-11808, App. 

pp. 100-100. # 

I labinghui-Smitli Committee, App. pp. -142 (2), 410 
(I). Ill Oil 44:1 (0 note) 449-52. 
itulanees <>! Secretary of State in Lolidoli. 11,110-2. 

11002-0, 11707-0, App. pp. 474, 40.1 (t). 

Hank deposits, App. pp. 470 400 ( ( ■ > . 

1'iHiik ot I', inland, 11207-11. App. pp. 478 (7) 180. 
Hanking, 1077.1, 10800, 10872 0, 10878, 11000, App. 

pp. 180-02. 

Humming powers, App. p. 418 (2D). 

Central (Reserve) Hank, scheme. 11101-0, 11111-7, 
11178-80, 11 100-7, 11:147 18, 11500 027, 11031-7, 
App. p. 170 (2(2)) p. 402. 

Chuiuhcrluin Commission, 10010-8, 10040-10. 

Council hills, 10007-10, II58IL7, App. pp. lit* (10), 
451-2, 184, 485 (0) . 480-8. 

Credit, 10844-1. App. p. 401. 

Currency : 

Absorption, App. pp. 441 (0), 411 (App. V). 
Average annual demand lor I resit cimencv. App. 
p. 470 (( 1 1 . 

Contraction, 10840-0, 10818, 10817, 10000-0, 10027 
02, 11078-00, 11100-0, 1 1 L 1H, 11110, 11205 11, 
11247 51, 1.1200-7, 11270, 11180-1, App. pp. 
140 (1), 145 (0) f 470, 180-02. 

Fiinorgency, App. pp. 445-0 (0). 

Management , App. p. 470. 

liesponsihilit ies ol Secretary ot State tor India in 
Council, App. pp. 100-42. 

System, 10820 5, 10817-01. 10872, App. pp. 442-0, 
108-71. 

Discount pnlicv , 11088. 

Kxehange, 108(10-5. 10810-1, 10820-1, 10807-42, 10848. 
10872, 11007-77. 11207, 11271-81, 11480-0, 

11180-5. 11028-00, 11010 01, 11700, App. pp. 439- 
40, 410, 157-05, 407, 408-71. 175-0 (0). 

Cxchan^e Hanks, App. p. 400. 

Floating debt, App. pp. 445 (8), 457 (2H). 

Howler Committee 10040-8, 11148-50. 

( iold : 

Absorption, App. p. 401 (1). 

Coinage, App. 475 (OH). 

Divorcement from sterling, 11050-02, 11072-7, 

11207-70, 11271, 11281, 11 483. App. p. 100 
(HO). 

Import and export, App. pp 444 (1), 411-2. 150, 
401, 405. 

Issue for notes, App. p. 407. 

Mulling ol coin, App. p. 444 (5j. 

Minting of, 10807. 1O07O-7, 10087-00, App. p. 400 
App. p. 401 (0). 

Premium on, 1020, App. p. 411 (5). 

Right of India to, question of, 11004-45. 

Sales, App. p. 144 (5). 

Gold and silver coin, App. pp. 452, 454. 


hi SCH, CF.C1I., II.. etc. -mntinih il . 

(inld eiimnev. 10781-01. 10707 8, 10802. 10807-11. 
10820 2. 10820-8. 10870-80. 10817. 10800.-0, 

10021-5. 1O0IO-8. 10001 7. 10071, 10078-80. 

1 0085- 1 100, 11022-00. 11007 0, 11118 18, U505-7. 
App. pp. 100 72. 

(inld I'XrllUllge, 11000-70. 

(it »lil exchange standard, 10847, 10810-0, 11210-21, 
App. pp. 475-0. 

(inld standard. 10702-801. 10807. 10815-0, 10857, 

10800, 10881, 10800-0, 10010 52, 11001 7, 11040- 
15, 11500-08, App. pp. 100-72, 100. 404. 

(inld standard reserve, 10018-21, 11101-0, 11108-204, 
11242. 11502-5. 11588-00, 11008-40, App. pp. 458- 
00, 105 (App. Ill), 172, 171 (2(5)) 175 (0(1). 

(in vi •rtniK *tit id India Act, 1010, App. pp. 440 (7), 
141-2. 

( invei'lllllellt OllUtlres, App. pp. 445 (8). • 

Government remittances, 11181-04. 11521-00, 11017, 
11005-710, 11710. 11710-27, App. pp. 110 (10). 
474 (2(40 482-0 
II. -aiding, 10870-8, 11027-8. 

1 1 nine charges, App. p. 400. 

Imperial Hank : 

Advisory Committer, contact with Secretary <»f 
State in Council III8L-0, 11100, 11500-20, 

11027, App. p. 474 (2(0)). 

Assets and liabilities, App. pp. 440 (11) 470 (2(2)) 
479. 

branches, 11401-502, 11554 01. 
business, 11200-0. \pp. p. 478 (5). 

(’ash credits, App. p. 470. 

Deposit-, 11540-0, App. p. 470 (2(2 1) 170. 470. 
Distinction from Cent ml Hank, 11120-00 App 
p. 470 (2(2)). 

I'.lTcct ol | •• il i i* \ mi umnev market A|.|., |>. m 

!—(•»)). 

( invi-riitiii lit control, 11110 4, 11177-80, App. 

p. 471 (2(0)), 

Transfer of note issue, etc., to, 11117-0, 11121-8, 
11140, 11118. 11170, 11108, 11205-11, 11225. 
00. 11247 51, 1 1200-7, 11270, App. pp. 470. 
478 (0). 

Indian Coinage (Amendment) Act, 1020, App. p. 441 

((3). 

Indian sterling loan, 11780-01. 

Loans, App. pp. 400 (4). 440 (in. Hole). 100 (App. I). 
Notes: 11000,11210. 

1 Rupee, 10770, 10780. 
in Rupees, 11(120 00, App. p. 100. 

Absorption. App. p. 455. 

Hank. 11120-0, 11008-9, App. pp. 470 (I) 175 (3D), 
('imitation, \pp. p. 150. 

Convertibility. 10774-5, 10801-1. 

KtTeet of gold currency on. 10788-9, 10879-80. 

11022-30. 

(iold liiobur. IO90O-0, 10927-02, 11571-85. 

Hoards. 11027. 11028. 
lueonxertibilit \ . App. p. 114 (5). 
a.s Sole lull legal tender, |o7fi8-71. 11950-1, \pp. 
p. Ififi (1). 

Tap. r currency reserve. 11214. 11588-90, App. pp. 

111-5, 150, 171-2, 470 f3H), 489. 190-4. 

Prices. 10801, 10807 12. 11795-8. 11808. App. pp. 117- 
9, 155. 157 ( 2C ) . IfiO (.‘il. 104. 

1 1 c verse eouneiL*, 10813-0: 10848, J 1081-8, App. 

pp. no (-1), 150, -15 r, 480-4 (10). 

Rupee redemption ivsrrve. App. p. 170 iG.ILi 
liup. es. 10872. 10980. 1. 10055-00, App. pp. 152. 155, 
400-7. 

Coinage, ccssatinii, 11500-70. 

Half rupee and 2 ruptv piece-- of lower pr« >|m «rt ioiial 
silver content. 11158, III •»<>. 11101, 11170. 
i f Lower propni t imuil -diver er.ntent . 11158-70. 

Legal tender, limitation, 10780-7, MOOT, 11017-21. 
Position, 11008-10. 11003-7. 

Hiso in price of silver above melting point. 10770- 
80. 10835 0. 11158-70. 
as Standard unit, 11103-17. 

Secret ary fd State in Cmiueil. App. pp. 139-12. 

Silver : 

I in poll and exp. .it. 10881 92. App. pp. 115 (5), 452. 
405. 

Import dutx, App. pp. 452, 172. 

Sale or absorption, 11222-4, 11251 9, 11487-90, App. 

pp. 477, 481. 
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KIRCH, CECIL, 11., etc. — continued. 

Snvcreigns and half-sovereigns, App. pp. -152, 456. 
Sterling purchases, 1172H-33, 11753-01, 117(51-8, 

11782-3, App. pp. 482 (2), 483 (7, 9), 485' (2, 3). 
Sterling reserves held in London, 1117118 801. 

Trade, App. pp. 112-3 (3)* 153, 457 (2C), 101. 
Treasure, imports and export*, App. p. 450. 

Wages, App. p. 402 (8). 

K LTC 1 1 1 1 N . .lOSKl’II, Inion (or (Miration, Ltd., l/ondoii: 
10005- 100(51. App. pp. 510-411. 

(.Sold and silver, demund, supply, etc., 10005-001, App. 
pp. 519-00. 

U.8. stock of gold money App. pp. 540-0. 

Land revenue and land tax, effect of rate of exchange on, 
HhicUdt HI, 87-106; MeW attorn App. pp. 40, 41; 
, Aiijar 9800, 9840-1, App. p. 050 (14), 061 (15). 

LAWRENCE, the lion. II. S., (J.B.I., I.C.S., Fiuuncc 
Member of Government of Bombay : 0054-070 5, 
App. pj). 248-51. 

Capital, 0673-6. 

Colton industry, (5700-0, 0700-8, App. pp. 250-1. 
Exchange, ratn of, (i0(50-7, (5(570-9, (5(58(5-700, 0700-8, 
0742-53, (5757-8, App. pp. 248, 219, 250-1. 

Genoa Conference, App. p. 248 (0). 

Gold imports, (5(509-71, App. p. 248 (0). 

Gold currcney, (5712-0. 

Gold standard, 0658-04, 0714 , 6717-9 , 0721-0, App. 

p. 248 (3, 4). 

Hoarding, 6712-3. 

Priecs, 0(579, 0724 5, 0700, App. pp. 219 (9), 251 (25), 
Provincial contributions, (5710. 

Safeguard ing of industries, 0707-9, (5720-9, App. 

pp. 249-50. 

Wages, 0680-0. 

Wheat prices, 0084-5, App. p. 249 (14). 

Loans : • 

sco altiu Rupee I joans. 

Government, interest on, lower rati* possible with 
lower rate of exchange, Dalai 1874-8, 4949, App. 
pp. 204-5. 

Raised in l/ondon, 1921, 1922 and 1920, Itlackelt 5. 
Raising of, hv India during war, question of 
possibility Kindi 10884-92. 

Raising of, in the United Kingdom, power of 
Secretary of State in Council, Kindt App. p. 109 

(4). 

Rupee debt of Government of India, uniouuts 
outstanding on 01st March 1925, Kindi App. 
p. 403 (Ap. I). 

Sterling loans : 

1921-22, 1922-23, 1920-24, Hindi App. p. 446 (10, 
note). 

I’mileges as regards stamp duty, K inch 11789-94. 
Transfer of management of debt to Central Rank, 
London Office, from Rank of England, question 
of, l\inch 11784-6, 11789-94. 

LONDON CHAMBER OF COMMERCE, Last India 
Section, statement, App. p. 590. 

MuWATTERS, The Hon. A. C., O.I.E., I.C.S., : 
(587-990, App. j»p. 9- 40, 415-28, 617. 

Agricultural wages, 747, 766. 

Agriculturists, 70(5-7, 785-8,’ App. p. 40. 
Babington-Smith Currency Committee, App. p. 14 
(8, 9). pp. 15-18. pp. 19-20 (20). 

Budget deficit, 1921-22, 727-01. 

Council hills App. p. 10 (4), p. 11 (7), p. 24, p. 25, 
pj). 00-07. 

Cultivators, 785-8. App. p. 40. 

Currency : 

Hisorption by the public App. p. 10-11 ((5A), p. 20. 
Additions to. App. p. 18 (18), p. 2(5, App. p. 09 (2). 
Contraction, 839-46, App. pp. 18, 26. 

Control by Government, 269. 

Emergency issue, 700-1. 

Policy, 693, App. pp. 18-19. 

Reductions, 693. 

Seasonal. 810-3, App. pp. 18, 19-21, 05-6. 

Systems, 093, 824-40, 809-71, App. pp. 9, 10-14 
Exchange, rate of : 754-7. 

Changes, effects, 786-8, App. pp. 40-41. 


Me W /VITERS, The lion. A. C.—continitc(k 
Exchange, rate of — cotilinuod . 

Control, App. pp. 11-12, 15. 

Course of, App. pp. 9, 20. 

1/4. 711-0 App. pp. 10, 41. 

1/(5, (590, 702-4, 758.(54, 789-90, App. pp. 09 (2), 41. 
Effect on Government revenue and expenditure, 
App. p. 017. 

Policy, (590, App. pp. 1H, 09 (2). 

Stabilisation, 702-9, 711-0, 751-04, 708-72, 770-80, 
781-1, 789-97, App. pp. 09-40. 

2/-, 711-7. 

Floating debt, (590. 

Gold: 

Imports, 715-7, App. pp. 12 (7c), 10 (14). 22-20 (20). 
25. 

Mo veiiu 'lit of, App. p. 10. 

Purchase, App. pp. 12-10. 

Sales, App. pp. 10, 1(5 (13i). 

Gold coin, App. pp. 12 (7d), 1(5 (10ii, 14). 

Gold currency, 870-8(1. 

Gobi exchange standard 705, 801, 849, 874-0, App. 
pp. 9-10 ( R. 

Gold mint, App. p. 1(5 (lOiii). 

Gold si iimliird . 824-00. 800-0, HHl-0, 914, 925.8, 942-4, 
946-79. 

Gold standard reserve, 801.5, 819-20 App. p. 17 (10). 
Government remit tanees, 810-0, App. pp. 22, 00-8. 
Hoarding. 940, 976, 980.2. 

Imperial Rank, 000-85. 80(5-10, 984-8 App. pp. 21-22. 
35-0(5. 

Land revenue, App. pp. 40, 41. 

Molmrs, gold, App. p. 12 (7r). 

Nickel colli, App. p. 12 (7d). 

Notes : 

Absorption by the public, App, p. 20. 

(Circulation, App. pp. 10, 28-01. 

Encasliriii'iit, App. pp. 10, 10 (I I). 
of Imperial Rank, 804. 
increased Issue. 096-9, App. p. 10. 

Issue, provisions of Tiuliuti Paper Currency Amend- 
ment Act, 1920, App. p. 17 (15). 

1 rupee, App. pp. 12 (7d), 20 (26), App. pp. 415-2H. 
2.1 rupee, App. 12 (7d). 

10 rupee, 860, 8(55-7. 873. 

increased Willingness to take, 094-5, 800. 

Paper currency reserve. App. pp. 10, 16-17, 18-19, 
28 01. 

Presidency Ranks. App. pp. 10 (14) 21 (24). 

Prices, 747*50, 798.800, App. pp. 23 (27) 03-4 , 39- It). 
Producers, 708-70. 

Provincial contributions, App. |>. 41. 

Reverse councils, 847-8 , 850-3, 855-7, App. pp. 10 (4), 
15(12), 25. 

Reserve treasuries, App. p. 21 (24i). 

Rupees : 

Absorption bv the public, 929-38, App. pp. 23 (20), 
20. 

Bullion value and exchange value, 824-30, App. 
pp. 42-3. 

in Circulation under gold standard, 890, H97. 

Legal tender, limitation, 872, 858-63. 

Linking of, to gold. 832-4. 

Outstanding, 805, 890-6, App. pp. 73-5. 
Redundancy, 982. 

Return from circulation when heavy full in price 
of silver, 907-73. 

Silver : 

Coin, App. pp. 12 (7d), 10 (14). 

Export, App. pp. 12 (7d), 10 (14). 

Hoards, 906-7, 911, 917-8. 

Import, duty, 898-900, 911. 913, 927, App. p. Uv 
(14). 

Imports, App. pp. 12 (7c). 10 (14), 22 (26), 25. 
Market. 904-7 . 915-22 , 946. 

Movement, App. p. 10 (14). 

Prices, App. pp. 11 (OR), 27. 

Public right to tender, for coinage App. p, 10 (4). 
Purchases, App. p. 12 (7c). 

Uso of, for making payments on behalf of Govern- 
ment App. p. 16 (14). 

Sovereigns, App. j>p. 10 (4), 12 (7c), 15-10, 26. 

Specie, movement, App. pp. 13, 10 (14). 

Sterling exchange standard, 835-8, 840-6. 

Sterling purchases, 706-10, 718.26, App. p. 42. 
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MoWATTKJlS, Tho Huu. A, C. — continued. 

Starling rRHorvex, 930-10. 

Taxation, 751-2. 

Tolt'grnpliii! transferx, App. pp. 11 (7n), 13, 15 (12). 
>i2 ( 

Trade, App. pp. 22-8, 25. 

MAHON, H. F. : 852(1-21805, App. pp. 145.75. 
Hubington-Smilh Committee, App. p. 151-2. 

Hanking, 2579-84, App. pp. 170-1. 

Central Hanks, App. p. 170. 

Oliuques, App. pp. 170-1. 

Council bills, App. pp. 148-0. 

Currency : 

Automatic contraction mid expansion, 2545-52. 
Emergency , 8782-801, App. pp. 101-5, 105-0, jr,7-H. 
172. 

bhuiiililv theory of money, 2978.82, 8757-0 , 8702-5, 
App. pp. 100-70. 

System, 8528-51, 8500, 8505-7, App. pp. | 15 0 
117-50. 

F.xuhaiigc, rale of, 8848-0, App. pp. 150-0, 108-0, 171, 
175. 

Fowler Committee, App. p. 140. 

Cold: 

Issue of, 8541-4, 8508-70, 8589-908. 8780-1, App. 
pp. 150, 100 (7 , 8). 

Popularity for ornaments and boards, 8570-7. 
Purchases, 8800-12, App. p. Ifitt. 

Cold currency, 2570. 8020-11, 2952, 8002-752 , 8781, 
App. pp. 1 10, 147a 157, 100. 

Cold exchange standard, 858N-4I, 2552-4, 8550-8, 
8810, 28IH-0, App. pp. 150, 100. 

Cold standard : 

Ad \ neat • d and advantages of, 8542-1, 8500.4, App. 
pp. 150-7, 100, 108. 

Amount of gold required and effects, 8587-8, 
8700-12 , 8750, 2770 . 8700-72 . 2012-25, App 
pp. 172-5. 

no Cost to Coverument, 8027 -H, 8989, 2712-55. 
Disposal of silver. 8928-9, 2957-90, 8718. 
previous Policy and abandonment, 8HI2-1. 
Recommendation b\ Fowler Committee but. not by 
Chamberlain Commission App. p. 110. 

Reserves under, 8929-7, 8080-8, 8,008-5, 8720 50, 
8827 40, App. p. 150, 100-2, 107. 

Cold standard reserve, 8804 , 2840, App. pp. 148, 
101 2, 107. 

Coverument remittances, 8047-50, 81,88-7, 8811 5, 
App. pp. 102-4, 107. 

Hoards, 250H, 8585-7, 8999-9, \pp. p. 170. 

Imperial Hank, 2507, 8040, 87H7-HI2, App. pp. 102, 
107. 

International exchange standard, 8772-H. App. p. 170. 
Investing habit, 8570-84. 

Mint, opening to coinage of gold, \pp. p. 100. 

Notes 2585-7 , 8042 , 8000-0, App. pp. 150 00, 100, 107, 
J71. 

Paper currency reserve, 2804. 8881- HI, App. pp. 147. 

1 IN, 190-1, 107. 

Prices, 2024 , 2070-82 , 2757-05 , 2RO0-77, App. pp. 108, 
109-70. 

Royal Commission on Indian Finance and Currency, 
App. p. 145-0. 

Iloval Mint, App. p. 157. 

I 111 pees, 8529-87 , 8502-8, 8591, 8001 11, 8001-8. 8H|1 , 
App. pp. 157-9, 100, 107, 172, 174. 

Silver : 

Import, 8028. 

Fiirehnsos, App. p. 102-8. 

Silver coins under 1 H, App. pp. l- r »0, 107. 

Wages, 8802-8. 

MAHON, R. F., and NAKANJl, LALJI, representing 
the Indian Merchants’ Chamber : 4885-4504, App. 
pp. 190-9. 

Srv nhtn Narmiji, Lalji. 

Currency, 4442-4, 4452, App. p. 197. 

Kxehaugc, rate of, 4174-8, 4509-1.7, App. p. 197. 

Cold : 

Minting of, 4472, App. p. 197. 

Stocks held hv dealers, etc., 4498-508. 

Cold standard,' 141101, 1108-72. 1480 97. 1528 80. 

4549-58, App. pp. 1907, 198. 

Cold slniulard reserve, 4291, 4425-10, 4522-7. -1529-80, 
4549-58, App. p. 198. 


MAHON, 13. F., and NAKANJl, LALJI, etc.— 
continucd. 

Imperial Hank : 

Constitution, 4407-12. 

Transfer of funetions to, 1291-400, 4-109, 4411-22, 
4554-02, App. pp. 197, 198. 

Notes, 1159, App. pp. 197, 198. 

Paper currency reserve, 4528-20, 4549-52, App. p. 198. 
Rupees, limitation of legal tender, 4420-9, 4402-7, App. 
p. 197. 

Sovereigns, 4478, App. p. 197. 

MADRAS CIIAMHKR OF COMMFRCK : App. pp. 
878 4. 

Exchange, rate of, App. pp. 878 4 (1) (2) (8, 1). 

Cold exchange standard, App. pp. 2? 2- 1 (2). 

Cold standard reserve, App. p. 271 ( I). 

Friers, App. p. 278 (1). ' 

Letter from Vice-Chairman rv proposed db-enutimumee 
of 1 rupee note, 1922, \lr\Vallrrn App. p. 421. 

MADRAS COVFRNMKNT. FIN ANCK DKIWKT- 
MKNT, letter, App. p. 488. 

Madras Piece-goods Merchants’ Association, letters 
from lion. Joint Secretaries rr proposal disrniilimi- 
aiice of ] rupee note, 1928, \1r\YaHrrx App. pp. 
122 - 8 . 

Mansfield Commission, 1866 , reference, Vmliatniiatiraju 
Aj»p. p. 257 (12). 

Marwarl Association, Caloutta, letter from Honorary 
Secretary rr proposal discout imiiiiiee of I rupee 
note, 1928, McWallrrx App. p. 117. 

MAKWAIll (II \M I tF.lt OF COMMF.HCK : 

F.videiiei* on behalf of. xrr .loshi, Shivpratap ; Haiti , 
Riiiueliaiidra ; and Dikslut, CmushaukiT, 9291- 
11198, App. pp. 229-49. 

I.ilt.-r from Sugar Mai Hurlalka, lion. Secretary rr 
proposed discontinuance of 1 rupee note, 1922, 
McW'altrn App. p. 419. 

Nature of business represented by, and number of 
members, .Inn hi 9292-7. 

MAKWAItr TRAD MS ASSOCIATION, CALCUTTA : 
F.videncc on behalf of. hit Jalan, Ram Kumar, and 
Hanthixii, K as toon mil, 8179-8719. 

Membership and nature of interests represented, etc., 
Ita at liiya H4HJ-94. 

Stal. in. iit, App. pp. 895-18. 

M F.IIT \, ( IILNILVL II. : 9499-9952, App. pp. 249 7. 
F.xehange, rate of, 9557-92, 9991-7. 9980-19, App. p 
247. 

Colil, issue of, 9511-2. 

Cold currency, 9541-54, 9559, 9501 8, 95 r i0-5, 9577 
9919 21, <1929, App. |»|i. 219, 247. 

Cold standard, 9594 -10, 0511-92 . 9599-75 . 0578-009, 
9922 9, App. pp. 249-7. 

Hoarding. 9599, 9599, 9597-8, 9579-5. 

Nob s, 9555-0, App. p. 247. 

Prices, 9952. 

Rupees. 9599-1, 9511-25, 9582- 91 HI, 99II-H, App. pp. 
249, 247. 

Silver, prohibition of import, 9518, 9528.25, 9588.999, 
9999-12, \ pp. pp. 249, 217. 

Melting, extent, of, liana 1997-8. 

Mining Industry, effect of 1/9 rule <>t exchange, 
Khaitan 8079. 

Mints: 

CniiH to be minted at, proposal, Shah App. pp. 221-2 
(19-21). 

Cli.^urc of, 1898, criticism, ./. .1. Wadia. 5252, 5259, 
5891. 5872-7 , 5400, App. p. 229. 

Opening of, b» gold coinage, xrr mulct Cold. 

Mohurs, xrr under Specific Indian Coin amir r Gold 
Currency. 

MQUCAN, J. PIEKPONT, letter, App. p. 909. 
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AM HKA\, NORMAN, Joint Managing Governor of the 
Imperial Hank ..1 India, 9538-774, pp. 477-80, App. 

pp. 2. 

Hiild currency, 9089-98. 

Hold standard, 9091-5, 9098. 

( ■«*!*! standard reserve, 9077-85. 

Hui'cnimcnt remittances, 9000-74, 9741-3, 

Imperial Ihink, 9545-709, pp. 477-80, App. pp. 300-2. 
Notes, 9099-702. 

N Alt AN.) I, I.ALJI, I mi I i.*iti Merchants' Chamber, 43s5- 
4/504, App. pp. 190-9. 

Ranking, 4517-8. \pp. p. 197. 

Hold currency, 1541-3. 1/545. 

Hoarding, 4514-5. 

Notes, 1541-3. App. j»p. 197, 19 m. 

Rupee currency, 4543. 

NarayanganJ Chamber of Commerce, letter from Hono- 
rary Secretary rr proposal discontinuance of 1 rupee 
note, 1923, \lc W allers App. pp. 421-2. 

National Currenoy Board : 

Advoeated, d nan ('hand 2701 , 295N-01, App. pp. 132. 
135. 

Analog of Federal Reserve Hank, dgan ('hand .3074. 

I Winking interests to he represent-ial on, digin ('ham! 
3D99. 

Close collaboration with Government of Tndia and 
Imperial Hank advoeated, dgan ('hand .3999. 
Constitution, dgan ('hand 3952 72, 3974-84, App. 
p. 133. 

Functions and method of working, dipin ('hand 
2988-3)198, 3925-39, 3075. App. p. 135. 

Objection to proposal, lilarlirfl 207-17. 

Native States: 

Hoards, nff t hat (Hie. 

(Jm-.-tinM of extension < .1 proposed Cum nr \ (Cmisnli 
dated i \et to. Shah *753-4, 9972 5. \pp. p. 341 
(11. 

New Zealand Banking system, I la muiifa App. p. 302. 
Niokel coins : 

Proposal. Shah App. p. 321 (21-23, 28, 32, 33). 

Small, use of, extended, 1917 Mr Walters App. p. 12 
(7d) . 

NU’til.l., CHARLFS, on helmlf of Itritiah Exchange 
Hank- : 13848-14177, App. p. 541. 

Htitish Exchange Hanks, 13*19-51, App. p. 544. 

( 'eiitral Hank. 14134 7 •». 

Couueil bilk, I3NS2. 14924 53, 1.1939.5, 13891-5, 

1 1978, 1 1129 39, App. p. 544 (3). 

Currency, emergency , 13890 91 1 1. 13043, 13017-00, 
14978. App. p. 514 (4). 

Exchange, rate of, 13917 8. 11951-75, 14982 90, App. 

p. 5-14 (7). 

Hold: 

( '< linage, 1 1107 27. 

Issue. 13852 05, 13930-42, App. p. 514 (2). 

Hold eunvnev, 13912-0, 13922, 13927-9, 13979-1923, 

1 1199-27, App. p. 514 (li (8). 

Hold ivmmx. s, 13919-27, 13915, 14078, App. p. 541 (81. 
Hold standard. 13852, App. p. 544 (2). 

Imperial Hank, 13800-Nl, 14103-5, App. p. 511 (5). 
Notes, 18800 81, 14979-81, 11135-58, \pp. p. 544 (5). 
Paper currency reserve, 13947-51. 13909-77, 14131-3. 
Rupees, 13911-3, App. p. 514 (0). 

Iterling purchases, 13HH3-91, 14128. 

NORMAN, the 1ft. Hon. Montagu, P.C., D.S.O., 

Hovenior of the Hank of F.ngland : 13002-13847, 

I 1351-1 1047. 1 1830-15072. 

Cenlrul Hank. 14550-0-17, 14830-5971. 

Currency policx, 13749, 13740-9, 13794-894, 14301, 
14380-1. 

Kxeliange, 13735-0, 14383 5, 14538 41. 

Hold, 13091, 13749-03, 13824, 14177-8, 14529-37. 

Gold eimvncx , 13807, 14179 81. 

(iold standard. 13710-3, 13899 32, 1 3834 -N, 13844-5, 
14182-91, 14519-27. 

(iovernment remittances, 137.38-9, 11155-0. 

Holland. 138050. 

Imperial Hank, 14571 92, 14837-00, 14882-909, 

14954, 14904-7, 14972 5, 10024-5, 15058-69. 


NORMAN, the lit. Hon. Montagu — con tin a ad . 

Paper currency reserve, 14352-7, 14451-4. 

Reserves, composition, |:}8(i3. R1804. 

Silver import duty, 13717. 

I’nited Kingdom, 13089-95. 

I'.S.A. 14492-0. 

Not 68 : 

1 rupee : 

Ahandonment : De.nning 1183; McW'allers App. 
p. 23 (20). 

Correspondence between the Government of 
India, Finance Department, and Chambers 
of Commerce, ete., in India re, 192.3, 
Mr W allers App. pp. 415-20. 

Complaints made by people in districts, Itrent 
33 15-0. 

Correspondence between the Hovermni'iit of hulia 
and 1 lie India Ollier, 1923, \lc Walters App. 
«- 

a Mistake, W achtt App. p. 388 (5c); Forrester 
App. p. 397. 

Oflicr Memoranda relating to Retrenchment Com- 
mittee's suggestion lor, 1923, Mr Watters 
App. p. 05. 

Cmlesiriihie, llnsit 2142-3. 

free Accept sure of, by people, lilarkrll 242 3. 

Advisability doubted, Sprague 15422 3. 

an Assistance towards people understanding 
cheques, (Suhlraij 1252/[. 

Average life of, lilarkrll 212. 

Hooks of 25, suggestion, Jerons App. p. 343 (22). 

Continuance not objected to, with limited legal 
tender, ChUnis App. p. 195 (V). 

Cost, suggestions for reduction of, Jr runs 9370, 
App. p. 313 (21). 

Demand for rupee might he reduced by, duhhaij 
12393. 

Desirability of, llrrd 14707-10, App. p. 545 (5, 9). 

Disadvantages of. dra nfliam 3392 4; I’atel 5949 1. 
App. p. 233: Shirpralap Josln 9.329 39; Mar- 
aani Chamber *»/ Cm u merer App. p. 245 (29): 
Das App. p. 414. 

encashment, facilities at every branch of Hank up 
to 5 Rs. in silver advocated, Warha App. 
]). 388 (5c). 

encashment into small change, special facilities 
advoeated, Madon 3912, App. pp. 190, 197. 

Form, proposal rr, llnrma India ('hamher of 
Commerce App. p. .378; W arha App. p. 38H 
(5c). 

Issue of. 1917, Mr Wallers App. p. 12 (7d). 

Issue of, a possible remedy in event, of rise in price 
• if silver above rupee melting point, Hlackett 
229-15, 10915-7, 10101 7: Kisrh 19779, 19789. 

Memorandum by Government of India. App. pp. 
415-28. 

very I'opular in big towns, Husn 2139-49. 

Popularity of, i'amphrll 7994-5; llamaiga 8.384; 
Hengal Chamber of ('ommervv App. p. 281: 
Marinin Trades Association A pp. p. 398. 

Public attitude towards, ('hnkranirti 7944-9. 

Re-issuu : 

Advocated, Denning 1182, 1184, 1424-5; K. 

I* re mrhand 4925-8, App. p. 291 (5): Dalai 
4911, App. p. 299; Campbell 7991-7; 
llamaiga 8371; Jrrons 9399 72, App. p. 343 
(22); Madon App. p|». 159-99, 199; Hengal 
C hamher ft l Commerce App. pp. 280-1: 
Maricari Trades Association App. p. 399: 
llarma India ('hamher of ('am merer A]»p. 
p. 378; Har/ifU App. p. 388 (5c); Sclhna 
App. p. 407: Wrhh App. p. 592. 

not Advocated, Shirpralap Joshi 032ft; Mariean 
Chamber of ('nmmrrcr App. p. 245 (29): Das 
App. p. 414. 

Desirable, but should not lx* limited legal tender 
if rupee unlimited. Murray ftOftft-702. 

Silver holding of Government would be increased. 
Denning 1190-204. 

Replacement hv higher value notes and rupee--. 
Denning HRS, 1108. 1205-8. 

Substitution for silver rupee, question of social 
and political effect, Hlackett 280-15. 

Usufulnoss of, Madon App. pp. 159-60. 
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Notes — continued. 

Hs. 1 and 2) still in circulation should he made 
limited legal tender up to 4 rupees, Chitnix App. 
p. 100. 

It'*. 2.1, MeW alters App. p. 1*2 (7d); Hauerjea App. 
p. 255 (10). r 

( 'nntiiiuancc imt objected to, with limited legal 
lender, t'hUnin App. p. -|(I5 (V). 

Its. r, : 

Advocated as next denomination above I rupee, 
Sdhna App. p. 107. 

Average, life of, HI adult 212. 

exteusive (Circulation of, advocated, Wucha App. 
p. 088 (5c). 

should he Lowest denomination, Patel 5000, App. 
p. 200; Sarkar 0101 -5; Hentjal Sationnl 
Chamber of ('mu merer App. p. 008 (ii); Das 
App. p. Il l (li); Punjab Chamber of ( omtueree 
App. p. 101 ; 11 ebb App. p. 502. 

Popular, ('ha lira earli 704 10. 

iVoposed under gold standard, Vakil App. pp. IM, 
185. 

should Remain with Controller of Currency, 
•/ unnark a r App. p. 0(15 (li). 

Its. 5 or 111 most suitable to cultivators in Ahniedahad, 
Patel 5050-1. 

Its. 10: 

extensive Circulation of. ad vocal cd, Wneha App. 
p. 088 (5c). 

Cold coin would prohahly he largely substituted f nr , 

lunch 11020 - 00 ! 

Increased circulation since abolition of 1 rupee 
note, MrWattrrs Hl*»0, 805-7, N70. 

Large proportion in circulation, Kiseh App. p. |00. 

■dmuld he Lowest deiiomimition, Chablani 24-18.0.0 
App. p. 100; l/rci/er// 1 2802 -0, 1*2005-0, App. 
p. 514 (7). 

Proposed under gold standard. Vakil App. pp. 184. 
185. 

above Us. 10, discontinuance of printing promised, 
Hauerjea App. p. 255 (10). 

Its. 100, popularity of, liamaiga, 8050. 

Its. 500, universalisalioii advocated, Shahaui App. p. 
411 (5). 

Its, 500 and over : 

Circulation comparatively small and confined to 
business centres and towns, Denning 1181. 

encashment at any centre, proposal not desirable, 

Denning 1100-7. 

Limitation to Circle of issue, Denning 1101. 

Absorption by the public : 

I80M-00 to 1024-25, MrWallers, App. p. 20. 

1000 III (., 1010-14 and 1011-15 t«. 102125. Kiseh, 
App. p. 155 (App. V). 

Ahsorptinii and n 1 uni j»f, in bns\ and slack seasons 
1012 10 to 1021 25, App. p. 70. 

Advantages and disadvantages of, in India. l\ inh 

• llr.on. 

\ rm >u n t .it issue, recommendation. Sinha \pp. p. 275. 

hoiild Im< Available in e\er\ town and mme important 
\ illages, Ham rjea App. p. 255 (10|. 

Hacking ; 

All aii;V a lll'‘llt*- ildeijuate with exception ot CinVelll- 
nieiit'sown securities, Webb App. p. 502. 

50 per cent*, should he cold or silver coins nr bullion 
till effective gold standard established. Aigar 
App. p. 050 (01). 

(h ild : 

Advocated as far as jms-ihlr. Pnehkhauairala, 

App. n. 080. 

50 per eeiil : 

tin Ideal, Shir timing Joshi 0450-1)0. 
should he Minimum, Manrari t'liamher of 
Com merer App. p. 245 (24). 

50 or HI per cent. should he miuirimm Indian 
('bomber of Cum merer App. p. 201 (|H|. 

Metallic reserve, raising to 75 per cent, of circula- 
tion advocated, Hauerjea App. p. 255 (1H|. 

Opinion it, K. Premeband App. p. 201 (5). 

as at Present advocated, Wneha App. p. *188 (5a). 

Proposals, Dalai , A|>p. p. 205 (10)*. Hengal \alional 
('hamber of (om merer App. p. 0.'W (0): Chihiis 
App. p. 404 (V): Shahaui App. |>. Ill (5j. 

Silver held in hidin advocated, allowing for sterling 
in Loudon, Karachi C hamber of ('ammeter 

App. pp. 081-2 (5). 


Notes — continued. 

Hank : 

Accept ability as compared with Cmvernnient notes, 
ipiestiou of, Hlarlirtt 1H5-0, IOo22; Me Watters 
8li|; Denning 1178.0, Vpp. p. 51 (1); Chak- 
ra earli 7077-8; Kiseli 11008-0; llmrie 11811-5; 
(inhhag 12005-7 ; Karachi Chamber nf Commerce 
App. pp. 081-2 (5). 

Consideration necessarv, Kiseh IIPJO-.'I, App. p. 
47.1 (1). 

(Question, hut (lovornuient guarantee might be 
desired, Xormnn 14010-7, 14874-0. 

Advocated, Campbell 7018. 

Vjiproved, Kliailan 8185-0. 

Circulation : 

proposed Limit. Shah App. p. .‘127 (57). 

Teui|Niiai'\ increase abo\e limit. pmpnsal, Shah 
App. p. 027 (58, 50). • 

Criticism uf prnpnsnl, (inhhag 120215, 12500-4.' 
App. p. 510 (0) ( 7 ). 

IVcisiiin bv public sentiment approved, Htadbunf 

112812 . 

proposed Meiioiuiuatioiis, Shah App. pp. ‘.VIA 5 (48). 
proposed Korin of, Shah App. pp. 025 (51), 
proposed Metallic backing not sufficient , (Inhhnu 

12002-1, App. p. 510 (7). 

would imt be Objected to, but certain points would 
require consideration , (tabling 12020-01. 

I'axable mi di'iiuind in rupees nr cold coin at option 
of Hank, proposal, Denning App. p. 52. 
Coliiliieuts, Kiseh App. )). 475 (Oil). 

Public attitude, ipiestinn of, Denning 1187. 

Its. 10,000, riy'lit to demand pavuieiit in lm-eii.ru 
exchange, pi'nposnl, I honing App. p. 52. 
Comments, Kiseh App. p. 475 (0|>). 

Seli« me. (irrgorg 12700-4, App. p. 515 (10). 
proposed Statutory provisions, Shah App. pp. 024- 
01 i 15 71). 

I ■ 1 1 1 1 1\ i ug facilities extension desirable rather t bain 
incn used use of, (iranlham 0078, 0001-5. 

Circulation : 

\nniial, 1014 to 1010, Me Wallers, App. p. 10. 

1014 to 1025, Me Wallers, App. pp. 28-01; ll'i/xua 
App. p. 570. 

1020-25, mmi! lily. Kiseh App. p. 150. 

October 1020 tn September 1025. actual and if 
control transferred to Imperial Hank, Denning 
App. pp. 00 1 , 04. 

I dependence mi eiiciisliubilit x in terms of rupees, 
Wadia 4105.0. 

LlT. ct on, ul Mold currency and gold standard, 
Hlaekrll 110-12; MeWatlers 047; Denning 
1087-011; f iranlham , Itrenf 0202-0, 0001-8, 

0017-51 ; Vakil 0,005 7. 1007-70; l.airrenee 

0717-0; ('hakiaratli 7001-0; Shah 8022 00; 
Kiseh 1 U788-0, 1OH70-80. 11022-00. Hrnngntr 
11011. 11101-70; Krgnes 1 0 000-10 : Cannon 

10210: Xieoll 10027-0, 10005-10110: Shahaui 
App. p. 111. 

I llcl ease, November 1015 tn |>eeeliiber 1010. 
Me Wallets App. p. 10. 

Increase anticipated. Joshi 4201; ('asset \pp. 
p. 500. 

Cmitmi, retention h\ (Invenimeiit advocated. Heed 
I470H-5. 14700, 1 1708. \pp, p. 515 (5); Webb 
App. pp. 501-2. 

Convertibility : 

Lr.*e. importance of, in India. Ki^eh 10774-5, 
10801-4. 
into Cmld : 

see also Is.viie of, under fluid, 
ii'it Advneatid immediately, Aigar 0040 7. 
liar gold. (piestimi nl. and suggestions. Strong 
15110 (xxi), 15140-5. 

Circiilal inn wmilil be increased, /'/ ngal \al intuit 
('hamber of C ntuturtee , \pp. p- 000 (I). 

| >, si, able, II iirlt n App. p. 080 (01. 

Klfeet- on price uf Mold and eunmindity prices. 

ipiestimi uf, Hbahutgar 2015. 
wliell well established rup. e Illicit be 
di-mniie tised, (iabbag 12200. 
no L-t incite made as tn ammiut ut gold re.piired, 
Hhalnagar 2000. 2010. 2000-1. 
f,,r i* xpnrt of foreign exchange »nl> , charge «>f 
dbenimt won lil result, Hhalnagar 2058-01. 
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Notes— continued. 

Ton vertibi li ty- -con ti n ued ; 
into Gold — continued. 

I’. .11 : 

not Advocated without further experience, 
St run <j 15416 (xxiii, xxiv). 
not Advocated until sufficient reserve built up, 
Chilnin App. p. 399. 

Importance of. Shall App. p. 325 (411). 

Necessary to give confidence in currency system, 
Naranji 4541-3. 

at Option < if Go\ eminent. desirable, (Iubbay 

12316-23, 12430. 12510. 

Proposal for, liv stamps, Cannon 13257-05, 13,100. 
13312-4, App. p. 51 N (0). 

Proposals, Chnhhnii 2460-5, 2501-14: Bhatnaqar 
2552-4, 2608-12, 2010-24. 2025. 2648-62. 

. 2684-91, App. pp. 100-11; Amhedkar 0253; 

Macke It lOOOti, 

Suspension, August 1014, Kisch App. p. 444 (5). 
into Gold bullion, proposal, Itamaiya 8350-63. 
inti* Gold or silver at option of Government, pro. 
posals; Mehta 0555-0, App. p. 247; (iubbay 
12208-1); Banerjea App. p. 255 ; Indian (!h am he r 
of Commerce App. p. 202 (22); Burma India 
Chamber nf Commerce App. p. 370 (4); 

Cnrhkhanairala App. p. 380. 
into International currency only : 

Proposal, Mackitt 568*73, 10008-24, 10000-115, 
10154-H, 10407-15. 

little Effect «>n hoarding Hntieiputed, Blackett 
10090. 

tlie Cltimatc ideal, Vakil 3929, 4113. 
into llupee : 

Advantage and importance of, in India, lunch 
10832-4. 

must Continue for a time, C hablani 2400 18 
2434-0. 

Necessary o'ving to popular prejudice or 
ignoranee, M. Crcmchand 4778-83. 

Kiicm^IihumlI : 

Arrangements for, in silver, satisfactory, Karachi 
Chamber of ('om merer App. p. 382 (5). 
at all Hranches of Imperial Hank, advocated, 
Juunarkar App. p. 394 (5). 
at. any Centre advocated, Sethna App. p. 400. 
at Currency offices : 

Restriction of, .fanuarv 1919, McWatters App. 
p. 13. 

nresent System, eritieism, K. Crrmrhand App. 
|». 2t)i (5). 

Discount on, Denning 1417-20. 

at Di-triet treasuries, facilities restricted from 
1910, McWatters App. p. 13. 

Facilities : 

Devi ipinent and (‘volution advocated, Indian 
Chamber nf Commerce App. p. 291 (18). 

je Kill I as possible advocated, Indian Merchant*** 
Chamber App. p. 198 (v); Bengal Chamber of 
Cninmirrr App. p. 280; Batierjra App. p. 
255 (19); llnrma India Chamber nf Com. 
merct 9 App. p. 377 (9); Das App. p. 414 (ti), 
Webb App. p. 592. 

Imperial Hank should he givn wider powers and 
larger balances to facilitate, K. Cremrhand 
1022-1. App. 201 (5). 

Increase advocated, Cat el App. p. 233; Shahani 
App. p. 411 (5). 

Proposals, Dalai App. p. 205 (19). 

Provision on large? scale advocated, App. 

p. 350 (32). 

Satisfactory, Cunjah Chamber nf Com merer App. 
p. 431. 

at Government. Treasury Ollices and Post offices, 
proposal, Bengal National Chamber nf Com - 
merer. App. p. 338 (10). 

at imperial Hank head nlfiee, brandies and at 
district treasuries advocated, lPnc/ui App. 
p. 388 (5b). 

Issue Department, in all Head and Hranch Offices 
of Imperial Hank, proposal. Bengal National 
t'hamhrr of Commerce App. p. 338 (10). 
in either Rupees or molmrs or 1 m * 1 ii should he per- 
mitted for the present at option of the Govern- 
ment, Mad on 4459; Indian Merchant*' Cham- 
ber App. p. 197 (11). 


Notes — continued. r 

Encashment. — continued. 

in Silver, extra legal facilities, renewal, step 
towards, 1920, McWatters App. p. 16 (14). 
Encouragement advocated, ./. .1 Madia App. p. 230. 
Fiduciary issue : 

should la* Fixed, Chilnis App. p. 400. 

Maximum, proposal, (cyan Chand App. pp. 129, 
134. 

should he not Leas than 50 per cent, to begin with, 
Dalai App. p. 206 (5). 

Gold : 

Convertible ink) gold for export only : 

Comments on proposal. Bran gate 11339-50; 
Kisch 11571-85 

Contraction of currency under. Kisch 10900-0. 
10927 32. 

might be 1’nssihlc, Blackett 10051-0. 

Proposal and popularity ipiestion. Itamaiya 8353. 
63 , 8370*93, App. p. 301. 

in Denominations of £100. £50, £10, £5 and £1 and 
10 IH. and 5 Rx. proposal, Itamaiya App. 
p. 301. 

Inconvertible : 

Objection to, K hail an 8218-21. 

I upopularitv not anticipated, Itnmaiya 8353-63. 
with practically 1(H) per cent, cover, desired, 
(I aiding 12366*7. 

Proposals, Balkrishna 5173-9. 5189-90, 5280-1, App. 
pp. 210, 217, 218,; Venkalayatiraju 7168-71, 
261 (40). App. p. 264 \M):('nm fibril 7885-90; 
Khaitan 8185; llamaiya 8350-63, App. p. 301; 
flrrgnri / 12639, 1267H-9; Cannon 13309-10, 

13320-9; Vakil App. pp. 184, 1H5, 186; 

Shahani \pp. pp. 411, 412 (6). 

Sudden inf roduction without gold coins, would be 
misunderstood bv people generally. Vakil 
11 19 51, App. p. 180. 

Gold should continue to be available against, 
Bhalnagar 2526-33. 

Cim\ eminent note; advocated, Chnhhnii 2371-6; Mad on 
4395-9; M. Ci e unhand 4618-21: Jrvons 9351; 
Bran gate 11481; Sicutl 13866-81, 14079-Hl, 

14135-58; Karachi Chamber nf Com merer App. 
pp. 38 1-2 (5); British Kir linage Bank *, App. p. 
544 (5). 

Government management, success of, Aiyar App. p. 
356 (30). 

Hoarding of, sec that title . 

Inconvertible, convertible into foreign currencies : 
should be Ideal to lie aimed at., Wacha App. p. 387 
(*)■ 

Proposal and popularity question, Itamaiya 8353-63, 
8376 93, App. p. 301. 

Inconvertible into silver : • 

Aoceptibilit y would decrease, Jr eon* 9320-1. 
Limitation of legal tender of rup»*e wmild be less 
iuqiortaiifc, Blackett 10207-15. 

Proposal, Chitni* App. p. 405 (V). 
no Increase in issue should be permitted during 
transition to gold standard, tlrrgory 12704-11 
App. p. 514 (8). 

entire Issue should be backed by Paper currency 
reserve of equal value, Shahani App. p. 411 (5). 
Issue : 

against Gold coin or bullion tendered to Controller 
in India, proposal. Mad on App. pp. 159, 166. 
Increase, Me Watters 696.9, App. p. 13. 

Profit obtained by Government on, note on, 
Denning App. pp. 71-2. 

Provisions of Indian Paper Currency Amendment 
Act, 1920, McWatter* App. p. 17 (15). 

Issue, present denomination and currency of. 
considered satisfactory, Bombay Chamber of 
Commerce App. j». 14.1 (18). 

Management should remain with Government during 
transition to gold standard. Sin ha App. p. 276. 
Manufacture in India, certain adjustment of agree- 
ment with Hank of England might he necessary- 
Kisch 11240. 

Mohur, *er Gold a bone. 

further Popularisation desirable, Keynes 13034. 
Popularisation of, stepH should ho taken, and proposal 
re, Bhatnagar 2639-41, App. p. 110, 
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Notts— 'Continual. 

Popularity : 

InoroHHn, McWatte.ru 004-5, 868; Denning 1384, 
1414-6; Brent 8344; Mad on 3585-7; Joshi , 
Wadia 4193-200, App. p. 198; M. Premehand 
44447 ; Dalai 4984, App. p. 206 (22); Patel 5767, 
5769, 5778, 5949; Banerjea 6864; Chakra earti 
7989-40; (Iubbay 12523; Strong 16421. 
Interference- with, during transitional period of 
stabilising the rupee not anticipated, Wadia 
4195-7; Jonhi 4198-200. 

Preference of population generally for rupees, 
Balkrishna App. pp. 216, 217. 

Reduction in quantity outstanding, suggestion, Wilton 
App. p. 587. 

Replacement of rupees in connection with payment of 
crops, Orantham , Brent 3339-13. 

Rupee of denominations above 500 Rs. should be 
replaced by gold notes, Sin ha App. p. 275. 
special Service notes (notes hacked by r«inuncralivc 
public works) proposal. II'b/j/i App. p. 592. 

Silver : 

Issues should cease, Bombay Millowners ’ Astoria- 
tion App. p. 207. 

Suspension of issue, proposal, Cannan 13320-9, App. 
p. 518 (6). 

of Small denominations : 
not Advocated, Shah an i App. p. 411 (5), 
should Continue to he convertible into silver, 
Bhatnagar 2627-30, 2647, App. p. 110. 
Convenient and popular, Karachi Chamber of 
Commerce App. p. 3H2 (5). 
should he Freely issued by Currency and Treasury 
Offices and the Imperial Rank, K. P re m eh and 
App. p. 201 (5). 

Metal coin preferable, Jnnnarkar App. p. 394 (5). 
as Solo legal tender : 

the Ideal to be aimed ut, Denning App. p. 15 (N) 
p. 50 (22). 

the Ideal currency system hut impracticability 
7w.sc/i 10768-71, 11953-4, App. p. 466. 
odvoented Standard size for all denominations, 
Forrester App. p. 397. 

" Universal,” should ho easily convertible into 
sovereigns all over India, Marwari Chamber of 
Commerce App. p. 245 (26). 

Universality of unto above 100 Rs. desirable. Motion 
App. p. 171. 

Universality of, raising of limit would not affect 
popularity, Denning 1180-1. 
increased Use of : 

Desirable, Shah 8769-70, App. p. 317. 
Encouragement l»v psychological suggestion advo- 
cated, Aiyar 9891-5, App. p. 356 (29). 

Possibi lity , Sprague. # 15422. 

NOTMAN, ARTTTCR, Mining Engineer and Geologist., 
New York : 

Report on proposal to place Tndia on a gold standard 
App. pp. 554-61. 

Summary of, 15238. 

Paper Currency (Amendment) Aot, 1920, Kwh App. 
p. 441 (6) . 

Paper Currency Reserve: 

Amalgamation with gold standard reserve, see that 
title . 

Amount : 

1914, 1921, 1922, 1925, Wilson App. p. 579. 

00 per cent, of net circulation advocated, Chahlam 
2273, App. p. 100. 

Criticism of proposals. Hitch 10797-8, App. pp. 40* -8. 
unnecessarily High, Blackett 10253-4. ^ 

Ample in relation to present liabilities. Addin 143 1 5-6, 
14449. 

Balances held in London, criticism, Balkrishna App. 
P. 225. 

Bills of exchange (TIumlN) amounts, 1922-25, Kisch 
App. p. 456. 

Branch must continue to be held in Iiondon and should 
bo under control of Imperial Rank, Bombay 
Chamber of Commerce App. p. 142 (23). 

British Treasury Bills in, discount on, 1921-22 to 
1924-25, Denning App. p. 72. 


Paper Cnrrenoy Reserve— continued. 

Cash reserve : 

Amount, Cyan Chand App. p. 129. 

Location in India advocated. Cyan (hand App. p. 
129. 

Comparison of, 1919 and 1920, on 2/- basis, Kisch 
App. p. 489. 

Composition : 

1914 to 1919, MeWatters App. p. 13. 

1914 to 1925, monthly, MeWatters App. pp. 28. 
31. 

1919 and 1924, Balkrishaa App. p. 226. 

1920-1925, monthly. Hitch App. p. 456. 

.Id hoe securities in India should he abolished. 
Karachi Chamber of Commerce App. p. 382 (5). 

Approved, Banna India Chamber of i'om merer 
App. p. 377 (7). 

in British Government securities desirable l«.r part. 
Sicoll 13947. 

Commercial paper against which notes may he 
issued to Imperial Bank to relieve seasonable 
stringency, proposal, Shahani App. p. 411 (5). 

“ Created securities,” Aiyar App. pp. 844-5 (4). 
(.’lined Int ion of. advocated, Amhedkar , App. p. 

238 (7). 

Criticism, Wadia , Jonhi App. p. 193. 

50 per cent, in rupees; 25 per cent, in gold; 25 per 
cent, in sterling securities the ideal, Xicoll 
14131-3. 

Gold : 

see also Gold portion helotr. 

Advocated, Madon 3804; Cbahlani App. p. 100. 
should be Tuemised, Aiyar App. pp. 351-5 (25). 
Mainly, advocated, Hamehi Indian Merchants' 
Association App. p. 385. 

30 per cent., question of adequacy. Cregory 
12712-8. 

Gold in India r. sterling securities, Kir oil 13917 51, 
13969-77. 

Gold and sterling securities with gradually increas- 
ing proportion of gold, advocated, Xorman 
14352 71. 

under Gold standard, Denning App. p. 16 (11); 
Madon App. pp. 160 1, 167; Vakil App. p. 184. 

Half in metallie reserve, half in easily realisable 
securities advocated, Patel App. p. 233. 

Imliftii Treasury Bills, ultimate disappearance of, 
advocated. Si a ha App. p. 275. 

Invested portion. Government of Tndia securities, 
so that sterling securities might be liquidated 
into gold, proposal, Forrester , App. p. 396. 

76 per cent, metallic, mostly gold, 25 per eenl. in 
Guited Kingdom and Government of India 
securities, proposal, Shahani App. p. 411 (5). 

Metallic backing or real assets advocated, not 
ad hoe securities, (Iubbay 12431, 12517. 

Opinion re, Indian Merchants' Chamber App. p. 198 
(iv); Bengal Chamber of Commerce App. 

p. 280. 

under Paper CurVoney (Amendment) Act, 1920, 
Kisch App. pp. 444-5 (6). 

Proposal, Shalt App. p. 328 (61). 

Proposal re, if gold standard inlrndueed. Vakil App. 

p. 18 1. 

Rcci institution by Indian Paper Currency Amend- 
ment Act, 1920 Me Watters App. p. 16-17 (15). 

Replacement of silver coin and bullion h\ gold 
advocated as quickly as possible, Venkata- 
fuitiraju App. p. 264. 

Retention advocated, Palel App. p. 233. 

Selieme, Denning: 15385-44, App. p. 46. 

Criticism Kisch 11218, App. pp. 471-2, 4<6 (3H. 

Short-dated foreign securities, should form bulk of, 
Cyan C hand 3021-2. 

Silver, steady replacement by gold advocated, 
Aiyar App. p. 356 (32). 

Effect on price levels in England should be more 
immediate, Hamilton 10681-6. 

Fiduciary portion : 

Chamberlain Commission recommendations, com- 
ments by Secretary of Stall* for India, 1914, 
App. pp- 620-1 (i). 

Composition, proposal, Aiyar App. p. 356 (32). 

present Statutory limits approved, Bombay ( ham - 
be r of Commerce App. p. 142 (21). 

P 
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Paper Cumnoy Reserve— continued. 

Functions <if, Blackett 171, App. p. 00 (ft); Kisch 
mil; Kcyne* 1*20!ll , 13091-7. 
to Fosti-i* industrial expansion advocated, Karachi 
Indian Merchants' Association, App. p. J185. 
Misunderstanding of, Madon App. p. 148. 

J’l'olH^al, Hanna India Chamber of Commerce App. 
p. .‘177 (8). 

(Jo!, I accumulation in, with vii*\v to establishment of 
gold shuidnid, proposal, (I rant ham .‘122.7-40 ; 
Bombay Cham her of (' ommcrce App. p. 1 .‘10 (11). 
(Jold portion ; 

Amounts : 

1014 to 1010 Me Waters App. p. 13. 

1014 to 1010, McWattrrs App. p. 13. 

App. p. 379. 

1020-2.7, monthly, Kisch App. p. 4.70. 

.7(1 p»*r cent . of not, 1 circulation advocated, 
' Bhatnagar 2008-12 , 2084, App. p. 110. 
should he Less than permanent requirement during 
introduction of gold standard, Vakil 4130, App. 
]». 182. 

Percentage to gross note circulation, 1014 to 192.7, 
monthlv, MeWatter* App. pp. 28-31 . 

Pre-war practice re, and criticism, Madon App. p. 
147. 

llevaluatioii, 1-1. October 1020, MeWatter * App. 
p. 17 (1.7). 

Invested portion : 

Amounts, 1014 to 1019, MeWatter* App. p. 413. 
licit i«h (lovernment securities : 

Amounts : 

1014, 1021. 1022, 102.7, W ilium App. p. .779. 
1020-2.7, monthly, l\i*eh App. p. 4.70. 
proposed Functions of National Currency Hoard re. 
Cyan Chand 2097 , 2008-0, 3002-8. 

(inverument. of India securities ; 

Amounts, 1014, 1021, 1022, 102.7, W ilium App. 
p. .779. 

Amounts, monthlv 1020-27, Kisch App. p. 4.70. 
Interest should he regurded as revenue earnings 
Karachi Indian Merchant s' Association App. 
p. 38.7. 

Legal limit, pre-war and between November 191.7 
and December 1910, Me Watters App. p. 13. 
Limit, of holding of securities, Indian Paper 
Currency Act, amendment 102.7, MeWatter* 
App. p. 18 (18). 

Opinion re, (lyan ('hand App. pp. 129-31, 134. 
Profits on, use of, under Paper Currency (Amend- 
ment) Act, 1020, Kisch App. p. 44.7 (0). 
Provisions of Indian Paper Currency Amendment 
Act, 1020, MeWatter* X|>|». p. 17 (1.7). 
certain Restriction*!, temporan abolition, March 
1920 MeWatter* App. p. 10 (1.7). 

Securities : 

Amounts : 

1911 to 192.7, monthly, MeWatter*, App. 
p. 28-31. 

1920-2*7, monthly. Kisch App. p. 430. 

49 rrures,, conversion into gold and possibly 
certain reduction advocated, (luhhay 
12431-2. 

(Jradual extinction of (iov» rnineiit securities in 
India and substitution of sterling in Ijondoii. 
pioposal, Karachi Chamber of i'ommeree 
App. p. 381 (-1). 

held in India, decrease in, 1922-23 and 1923-24 
Denning App. p. 72. 

Indian, reduetion proposed, Madon App. p. 101. 
held in London : 

(Jradual sale of, and transmission to India in 
gold udvoealed, Hatkrishna .7209-11, ,7284-0 
App. pp. 210, 218, 220; Banthiya 8700-28; 
Indian Chamber of ('nm merer App. pp. 290, 
291,292-3. 

Interest, on, conversion into gold and transfer 
to India, question of, Madon 4.729-30, 
4349-33; lilaclertt 10332; Aiyar App. 
p. 337 (33). 

Percentage to gross note circulation 1914 to 1923, 
monthly, MeWatter*, App. pp. 28-31. 
Short-dated foreign securities, proposal, Cyan 
Chand App. pp. 130-1, 134. 


Piper Currency Reserve— continued. 

Invested |>ortioii — continual. ' 

Securities — continued. 

Sterling : 

Additions to, 1923-24 and 1924-2.7, Blackett, 5; 

Me, Watters App. pp. 18, 19. 

Conversion of certain amount into gold pro- 
posed, .lev on* 9383; Draining 1.738-44. 
Interest on, continued application to credit of 
revenue promised, Madon 3840. 

Realisation and holding in India in liquid gold 
ad voc.nted , Hurkar 9183-97 , 9209-10 ; 

Marwari Trades Association App. p. 309; 
Bengal National Chamber of Commerce , 
App. p. 338 (0). 

Revaluation, 1st October 1920, McWattera 
App. p. 17 (13). 

Revaluation, eommeut on projiosal, Kisch 
11388. 

Sale of : 

for Acquisition of gold, not n practical solu- 
tion, Madon 3834-9. 

Possibility of, Keynes 1 2938-49. 

Self liquidating trade bills, approved, Cyan Chand 
App. p. 129. 

I ideation : 

of (iold : Bhatnagar App. p. 110. 

in India, advocated, Madon 4323-7; Indian 
Merchants' Chamber; App. p. 198 (iv) ; 
App. p. 283. 

in India, advocated, Bhatnagar 2728; ('haldani 
App. pp. 97 , 98; Banerjea App. p. 25.3; 
Venkata/Mitiraju App. p. 204; Shahani App. 
pp. 400 (4e) ill (3). 

in India advocated, under gold standard, Indian 
Chamber of ('ton merer App. p. 291 (17). 
in Loudon : 

Advocated, Hanna India Chamber of Commerce, 
App. p. 377 (7). 

Criticism, Shah App. pp. 310, 319. 

Object imi to, Hatkrishna App. p. 220. 

Opiniou re, Indian Merchants’ Chamber App. p. 198 
(iv). 

Management bv Imperial Hank, see that title. 
Metallic reserve : 

30 per cent, id circulation sufficient, as minimum, 
J crons 931.3-30, App. p. 342 (10). 
at least 30 per cent, of note issue advocated, Sinha 
App. p. 273. 

Amount and proportion to total, monthly 1920-25, 
Kisch App. p. 430. 

Percentage of, to gross note circulation, 1914 to 
1919, MeWatter s App. p. 13. 

Percentage, decrease, November 1913 to December 
1919, Me Watters App.,p. 13. 

Misuse of. Ran 7307. 

Pre-war policy re, criticism, Madon App. p. 148 
Rupee bidding: 

about 40 to 30 croros considered desirable, Brunyate 
11301-7. 

Sale, proposal, Gregory 12813, 12839-02, App. p. 
.314 (7) (H). 

Sale of surplus stock, question of, Brunyate 11302. 
Selling of, not recommended, Bhatnagar App. p. 
110 . 

Silver portion : 

Amounts : 

1914 to 1919, MeWatter*, App. p. 13. 

1914 to 1923, McWattrrs , App. pp. 28-31; H'ilson 
\pp. pp. .379, 3H0. 

1920-23, monthly, Kisch App. p. 450. 

Percentage hi gross note circulation 1914 to 1925, 
n ninthly, McWattrrs, App. pp. 28-31. 

Sal«* of portion and replacement by gold, proposal, 
Hunt liiya 8.501-70, 8083-9; Marirari Trades 
Association App. pp. 309, 311 (19). 
suggested Sales of, results, Kisch App. pp. 493-4. 
Valuation, Denning 1432. 

Sterling in, sales of, against contraction of currency in 
India, possibility of, should he preserved, Kisch 
11743-9. 

System, Vakil App. p. 170. 

Transfer of portion of gold standard reserve to, see 
that title. 
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Paper Currency Heawn— continued. 
lw' of! for capital divcli.pimnt, danger of, Gy an 
('hand App. p. 130. 

Urc of, for support of exchange possible in future, 
(titan ('hand 1*022. * 

PATEL, (iOHDIIAN DAS, B.A.. M.L.C., Joint 

Honorary Secretary, Ahmcdahod Mi downers’ 
Association, 5582-0040, App. pp. 230-35. 
Qualifications ms witness, 5907-14. 

Cash certificates, 5707, 0771, 0778. 

Cotton industry, 0702-50, 0780-00, 0827-02, 080)4-87, 
0904-0, 5915-35, 5900-80, 0011-21, 0037-45, Aim. 
pp. 2:»i. 

i 'oiinc.il bills, 0007-014, 0807-0, App. p. 202. 

(.■iirieiie\ , 0000-22, App. p. 200. 

Emergency, 0081-00, OHIO-12, 0088, 5990 0005. App. 
p. 2.14. 

Exchange, rviftt* of, 0080-8, 0001 022, 0070-80, 0008 700, 
0810-20, 0010-24, App. pp. 200, 201, 202, 204, 200. 
(lold : 

Coinage, App. p. 204. 

Issue, 0049-01, 0801-0, App. pp. 202, 200. 

Gold currency, 0001-00, 5000 24. 5044 04, 0701-85, 
0902-0, App. pp. 204, 200. 

Gold standard, 0001, 0042 . 5600-80, 0091-7 , 0800, 
0001-0, App. pp. 200-4, 200. 

Gold standard reserve, App. p. 202. 

Government remittances App. pp. 204, 200, 
Hoarding, 0700 8, 0781-0, 0943-7, 0907-00, App. pp. 
200, 204. * 

Imperial lliink, 0025-08, 5701-8, 0888-002, 0088, 
0001-0, 0000-10, 0020-00, App. pp. 202, 200, 234, 
205. 

Notes, 0030-41, 0707 , 0700, 0778 . 0949-01. App. 

p. 200. 

Paper currency reserve, App. p. 200. 

Prices, 0000-622 , 0821, App. pp. 200-1. 

Rupees 0000-8, 0908-47, App. pp. 200, 204. 

Savings I tnuk deposits, 5707, 5770. 5778-80. 

POCI IK 1 1 A N AW ALA , S. N.. Central Rank of India, 
statement, App. pp. 085-0. 

Precious metals, increased consumption, Forrester, 
App. p. 897. 

PRKMCIIANI), K., and PREMflTAND, M., 4560-4785 
App. pp. 109-201. 

Agriculturists, 4705-0. 

Cash eerti fientes, 4001-01, 4008. 

Coal industry 4703-7. 

Cotton industry, 1711-21. 

Currency, emergency. *1002 0, App. p. 201 (8). 
Exchange, rate of, 4000, 4071-014, 1070-721, 4707-02, 

# App. |»p. 100-200. 

Gold : 

Bullion, dealings in, 4740.0, 4700, 4768-77. 

Issue in exchange f* »r rupees, 4001-0, 4039-10, -1008- 
70, App. p. 201 pi). 

Minting of, 1041, App. p. 201 (0). 

Gold currency. 1029-36. 4042-5, 4004-75, App. p. 201 

( 0 ). 

Gold exchange stnndnrd. App. p. 200 (I). 

Gold standard, -10 13-00, 1004-70. App. p. 201 (0). 

Gold standard reserve, 4010, App. p. 200 (4). 
Governmi*nt remittanees, 4000-14, App. p. 201 (7). 
Hoarding, 4029-30, 4042, 4WIH.fl. 4728-43, 4700-0, 
App. p. 201 (0). 

Imperial Hank, 4016-21, App. pp. 200 (0), 201 (7). 
Notes, 4020-8, 4017, 1778-83, App. p. 201 (0). 

Prices, 4070, App. p. 180 (H). 

Rupees, outstanding . 4038-9. 

Silver purchases, App. p. 201 (9). 

Presidency Banka: 

Amalgamation, .human 1921, Mc\\ alter* App. p. -1 
(241. 

Deposits and cash balances, 1919, 1920 Khch App. 
p. 400. 

Discount rates, 1920, Ki*t'h App. p. 491. 

Exchange transactions with the public, restoration 
of pre-war facilities, 1920, Alcty atten App. p. H 
(14). 


Prioes: 

1914 and 1920, comparison, McAYattcrs, App. pp. 89- 
40. 

since January 1920, movements monthly, MrWatters 
App. pp. 00-4. 

Adjustment of internal and external prices, test of, 
Addis 11501-9. 

Adjustment, to 1/0 rate of exchange, srr undvr 
1/0 nt.drr Exchange, Rate of. 
of Commodities produced in India subject and not 
subject to enmpet ition with imported urtielcs, 
Aiijar 0810-21, 0831-5, 0050-75. App. p. 350 (10) 
('on i pari son with other cmmtries, Btarkrtl 20-51; 
Bhatumjar 2501-5, 2700-4; Wadia, Joshi 1210 28. 
App. pp. 190, 101. 105: Banrrjra 0874-5, 7010 7, 
App. p. 254 (13); \ i'nhut<i jml imjit 710-1-8; linn 
7258. 7370: ( hfan ('hand \pp. pp. 110, 117: Aiijar 
App. p. 345 (I) ; Kisch App. pp. 1 17-8 (12),. 155 
(App. VI), 157 (2C), 104: Wilson App. p. 580. 
Cmitml and Regulation of : 
thruigh Currency : 

Hhjcclif.n to, ilrrd 14731, 11788, 1 1700-803. 
n«»l considered Practicable as permanent poliev, 
hisrh 1 1705-8, 11808, App. p. 100 (3). 
through Exchange ; 

Approved at present, Hamilton 10009-11, 
10017-0. 

more necessary in India than England, f.iurrenrr 
0703. 

Objection to, Jr turns App. p. 310 (0); Burma 
India ('lumber of Commerce App. p. 070 
(4b). 

Opinion i,\ Cnmphrll 7776-80: Madnn App. 
p. 108. 

Mimipulnlion of ciimney anil exchange, criticism 
Madoit App. p. 108; Dnlul App. p. 202: Itnu 
7272-4. 

Effect on : 

of Exchange finctnulif.iis, (titan ('hand 2040-3. 
2903-1 . 3040-50, 3085-0 :' Banrijea 678.1-3 ; 

Aiijar App. p. 350 (13). 

ot ( Ivel'-i ssiie of eillTeliev. difan (’hand App. 
pp. 110*7. 

of Stabilisation of exchange Blanket t 13, 60. 
of Stabilisation at 1/4, Deuniinj 1162: .Sifs.se . m 
5114 5; Uamaiija 8310; ('hablavi App. p. 91. 
of Wars, Madon 3024. 3070-8, 3750-02. 

Factors, Mrhtn 0052. 

Fluctuations 

would have been Greater during last, ten years if 
exchange hud been linked with gold. Kisrh 
10801, 10837-42. 

Importance of avoiding. Wrhb App. p. 589. 
particularly Rise, pnssihle beneficial etTeets, Jr eons 
0202 ti. App. p. 330 (4). 

slum Id Follow nil iwiiiciit of world prices, Burma 
India C lumber of Commerce App. p. 370 ( lb). 
Enodgrains, see that titlr. 

Gold, sterling and rupee, course of, since January 
1020, MrWattrrs App. pp. 23 (27), 33 I. 

Index numbers : 

1011-23 in India and certain foreign countries, 

1 ilm f motor App. pp. 111. 113. 

Care needed in use nf, Aiijar 0070. 

Danger nf Sasstmn 5000. 

Improved system needed, (iiian (' hand 2002 4. 
3120 31,' App. p. 118. 

Regulation of exchange on basis nf, proposal, 
Keijnes 13002-3 2, 13085-00. 
fairly Satisfactory, though should he improved, 
Keynes, 13010. 

Valueless. Bred 14731. 

Influencing of, by quantity nf gold held for currency 
purposes, theory not agreed with, Madnn 307H-K2, 
3757-9, 3702-5. App. p. 100-70. 

Instability nf internal prices caused by gold exchange 
standard, Wadia , Jnshi 1210-20, App. pp. 180-90, 
195. 

Internal, not affected bv rate of exchange, ./. .1. 
H’lii/ifl 5511-4. 

Internal and external, divergence, extent of 
disturbing effect, (hjan ('hand 3087-90. 

Movement, comparison w'ith Great Hritain and 
U.H.A., Hlaiikctt 27-51. 

Quantity theory of money, see under Currency. 

P a 
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Prloes— continued. 

Rise : 

Eauses of, H hat n agar ; Vakil 3898-901, App. 

p. 177; Unit 7281-2. 

Effects, Mr Watters App. p. 40. 

Slow rise in, would result from adoption of gold 
standard, und effect on industry und agricul- 
turists, W ad iii , .loshi 42117-40. 

Slow and gradual rise desirable, II V hb % App. 

p. 589. 

Undesirability nf, Mad ran (looenttnenf App. p. 483. 

Stability : 

Advantage of gold standard from point of view of. 
Vakil 4148, App. p. IHfi ; Halkrishna 5141-54 
App. p. 210 (I); Ambedkar 0051-70, 11208-17, 
0230-59, App. p. 235; Surkar 9104-8, 11242 0; 
Bengal National Chamber of Com merer App. 
« p. :i;i7 (2); Poe hkhunairata App. p. .‘185. 

Desirability of, Htarkdl 110; Hr an if ale 11291. 

Desirability but impossibility by Government 
manipulation, Manrari Chamber of ('am merer 
App. p. 239-40. 

Difficulties, Sink a 7131, App. p. 272: Indian 
Chamber of Com merer App. pp. 287-8. 

Exchange stability would follow from, Jfaa App. 
p. 200. 

under Exchange standard stabilising exchange, Shah 
8788-90. 

through Gold standard and gold currency, Shah 
8785-90, App. p. 317; Bengal Xatiotial Chamber 
of Com merer App. p. 337 <2); Shahani App. 

p. 110. 

under Gold standard, Indian C hamher of (him merer. 
App. p. 287 (12). 

Importance of, and comparison u it li importance of 
stability of exchange /\. Vrrmchand , M. Prrm- 
ehand 4570, App. p. 189 (II); Halkrishna 5300- 
3, App. pp. 210, 210-2; Lawrence. 0079, 0721-5, 
App. pp. 219 (9), 251 (25); Sinha 7131-3, App. 
p. 272 (2); Cam fibril 7031-1, 7775; liamaiya 
8271-2, App. p. 295 (3); Aiijar 9783-5, 9948-9, 
App. pp. 340-8 (7 10); Keynes 12979; Paid 
App. pp. 230-1; liaa App. p. 260; Bengal 
(■hamher of Commerce App. p. 278; Bengal 
National Chamber of Commerce App. p. 337 
(2); Jena ns App. p. 339 (3); Madras (’hamher 
of Com merer App. p. 373 (1); Hanna India 
('hamher of Commerce App. pp. 375-0 (4b); 
Karachi Chamber of Commerce App. pp. 379-80 
(1); Pnchk It ana train , App. p. 3H5; Warha App. 
p. 380 (la); Junnarkar App. p. 391 (2); 
Chifnis App. p. 398, 402, 403; Srthna App. 
p. 400; Shahani App. p. 407 (1); Webb App. 
p. 590. 

hub pendent of world prices : 
at Expense of exchange, undesirable, Jrentis 9207, 
App. p. 340 (5). 

Impossible together with stability of exchanges 
Sinha 7127-30, App. p. 272 (3). 

International coiivciilimi lor stabilisation of world 
prices \rt>uld be approved, J crons 9208-70, App. 
p. 340 (7). 

Keynes’ and others’ proposals and criticism Ban. 
App. pp, 208-9. 

proposed Measures for. Cyan ('hand 3000-8. 

not Obtainable by inanipulnlion of exchange, 
l enka/apaliraja 7102-4, App. p. 203 (18). 

not of Primary importance to agriculturists, Aiyar 
App. p. 353 (22). 

delation with stability of exchange, Hanerjea 0707-9, 
App. p. 252 (2). 

will Result ultimately frnin reduction of exchange 
to 1/4 by introduction of gold currency and 
judicious sale of Council Hills, Patel 5005-022 
5821. 

Statistics : 

Available, and extent of reliability, Hlaekrtl 28; 
McWatlcrs 747, 749-50, 798-800. 

Improvement, need for, Hlarkrfi 52. 

'Frond of, iu India, United Kingdom and the United 
Stutes, 1899 to 1914, Wadia , Josh i App. p. 195. 

Wholesale in Franco, Italy, Japan, Sweden, rnited 
Kingdom and United Stales. 1919 eonipared with 
1913, Dasu App. p. 91. 


Prioes — continued. 

World : 

Agricultural compared with all commodities 1905-25, 
15238 (v) ; Hollander 15371-5; Chart. 
Connection with supply of gold, Kitchin 13019-21 
App. pp. 521-5. 

Effect of movements in rupee exchange on, Kindi 
App. pp. 447-9 (12). 

Future course of, (lyan ('hand 2887-900; Madon 
3024, 3076-82; Bradbury 14313-7; Sprague 
15298-9; (hiss el App. pp. 597-8. 

Producers, effect Oil, of rate of exchange, McW alters 
768-70, App. p. 41; Denning 1160, App. 252 (4, 5); 
. /. /I. Wadia 5515-0, 5523-5; K Italian 8076; Aiyar 
9813-21, 9831-9, 9850, 9950, 9954-75, App. pp. 
349-50 (13-15); Manrari ('hamher of Commerce , 
App. p. 241. 

Provincial Government Contributions : 

Effect oil, rak* of exchange. Hlarkrfi , 05, 92-3; 
McWattcn App. p. 41. 

Removal, reform of currency system of more 
iui|»ortanco, Lawrence 0710. 

Provincial Governments, borrowing powers, Kindi App. 
p. 440 (0). 

Punjab Chamber of Commerce: App. pp. 429-31. 

Letter from Secretary rr proposed discontinuance of 
1 ri»|Hs‘ note, 1923, Mr Watters App. pp. 420-1. 

Pnnjab Economic Enquiry Board, llhatnagar 2677-8, 
App. p. |03. 

Railways, rales and fares, Khaitan 8086, 8116, 8149, 
8210 4; Je eons 9428-34 ; Blackett 10434-5. 

UAMAIVA, A., M.A., Fellow of the Royal Economic 
Society: 8219-8470, App. pp. 293-305.’ 

Credit Hyst.cn i 8312 0, App. p. 302 (14). 

Currency exchange reserve, 8295 8, App. pp. :UJl-2. 
Currency exchange standard, 8442 01. 

(■iirrencN : 

Contraction and expansion, 8450 02, App. pp. 297, 
303-4. 

System, 8400-11, 8427-35, App. pp. 293 , 294-7 , 298, 
299. 

Exchange, rate of, 8254-69, 8271-0, H299-310, App. 

pp. 293-1, 294-7, 298, 301. 

Gold : 

Import and export, 8322-39, App. p. 301. 

Minting, App. p. 300. 

Prices, 8282, 8441, App. p. 304. 

Gold currency, 8291-4, 8320-48, 8412-3, App. p. 300-1. 
Gold exchange standard, HI 12-01. 

Gold standard, 8279 94, 8430-41, App. pp. 297-9, 300. 
301-5. 

Gold standard reserve, 8260-9, App. pp. 294 (ii),'301. 
Hoarding, 8292-4, 8317-18, App, pp. 300-1. 

Imperial Rank, 8311-6, 8394-406. 8414-20, H466-74, 
App. pp. 302, 303. 

Notes, 8350-03, 8371, 8.370-93, App. p. 301. 
l’riees, 8271-2, App. p. 295. 

Rupees, 8299-310, 8304-75, App. pp. 299, 300, 301. 
Silver prices, 8438-9. 8441. 

HAU, R. RAMAC1I AN1>RA ; 7229-7418, App. pp. 205- 

02 . 

Ranks and banking, 7234-56, 7:186-9, App. pp. 265, 
271, 272. 

Rorrowing in England, 7410-3, App. p. 272. 

Capital, foreign, 7352-3. 

Cheques, 7390-3. 

Currency : 

Automatic contraction. 7258-60, App. p. 207 (5). 
Emergency, 7201-7. 

System, App. pp. 205-0. 

Exchange, rate of, 7258-60, 7275-88, 7340. 7352-3. 

7395, 7399-409, App. pp. 200-7, 271. 

Financial policy, control, 7347, App. p. 272. 

Gold : 

Issue, 7324, App. p 271 (VII). 

Minting, App. p. 271. 

Gold currency. 7380, 7348-51, 7878. App. p. 
(VII). 
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RAL 1 , J3 % KAMACliANDUA — continued . 

GoJtl exchange HiHiidnrtl. 7208-70, 7289-308, 7354, 
7370-0, App. pp. 207-8. 

Gold standard, 7200, 7307-11, 7320-13, 7340, 7380. 

7307, 741.7-0, App. pp. 208-0, 200-71. 

Gold standard reserve, 7300-2, 7307. 

Government rcmitl.iuic.ctf, 7367 N. 

Imperial Rank, 7344-0, 7:181-0, App. p. 271 (VII). 
Investing liahil , 7271, 7200, 7300-14, 7330-7, App. i»p 
200-70, 270. 1111 

Hoarding, App. pp. 200(G), 207 (3). 
l'appr currency reserve, 7307. 

Iricctf, <2.78, 7272-4, 72H1-2, 7370 Aim. pp. 200, 
208-0. 11 
Knpivs, 7310-20, 7300-0, App. pp. 270, 271. 

Silver standard, App. p. 208. 

Raw material exports, fall in xalue, H/arkeft 38. 

ItK hi). Silt SlANI.hY, K.R.h., Rmuhuy Electric 
Suppl.v and Tramway* IV. hid., 1 4048-14835, App. 
p. 545. 1 1 

Ranking facilities, 14703-4. 

Currency policy, 14711. 

Exchange, 140A2-4, 1 1000-00, 1 1711, 14710 32, 

14747-57, 147.70-03, 1177.7 00, 1I80I-J7, 14820-32, 
App. p. 545 ( 2). 

Gold currency, 11054-5, 110.70 04, 14735-11, 14818-28, 
App. p. 545 (4). 

Gold standard, 1 1051-8, 1 1005-0, 14008, 1 1818-28 App. 
p. 51.7 (4). 

Gold standard reserve, 117:1.3-4, App. 545 (1). 
Government ivmi(tanec.s, 11701, 14711-5, 11701-771, 
App. p. 515 (7). 

Il( -aiding, 11713-0. 

Imperial Rank, 14701, 11711-5, 14701-7, App. p. 

515 (5, 7). 

Index figures, 11731. 

Notes, 147(H) 10. 11703, 14798, App. pp. 515 (5, 0). 
Prices. 11731,14788, 11700-803. 

Silver piireliuM's, App. p. 515 |0). 

Sterling purchases, App. p. 545 (7). 

Reserve treasuries, al>< >lil i«>n of, alter formation of 
Imperial Rank, Me Waller# App. p. 21 (2!i). 

Reserves : 

see also ftarliealar reserve*. 

Composition of : 

1013-14 to 1025, Haiti rishna App. p. 210. 

RritUli Treasury Rills, question of, Hrunyatc 
J 1450-8, App. p. 108 (10). 

Hollar securities, question of, llranyale \pp. p. 40N 

(R>). 

Fiduciary issue, fixed amount r. proportion of total 
note issue, Hradharg 14180-05, 11233 44, 14344-8. 
Fund inns, i'assel App. pp. 004 5. 

Gold portion, location in India di^iralde, Denning 
1217-20; Hinnyalc 1145H. 

Provision for failure of sterling exchange, question 
* . f, Hningale 11305, 11150-8, App. p. 108 (0, 10). 

Securities, gradual replacement l»y gold : 

Desire natural but not wise, .b tdis J3804. 

Desired, Norman 13803, 13804. 

Silver, question of selling, UlackeU 10282-0. 

Statutory provisions re, ud vocal ed, lllackett 0000-3. 

Reverse Counolls : 

Abandonment of system advocated, Hurma India 
I'hamher of Commerce App. p. 377 (5). 
and Currency cntil ruction, Denning 1300-17, 1372-0, 
App. pp'. 13 (2D), 75.0; Hlacketl 10180 0. 

Demand for, January 1020, Me Wallers App. p. 15 

( 12 ). 

Facilities Tor obtaining, at larger branches of imperial 
Rank, proposal, Wehh App. p. 501. 

Meeting of, from Treasury balances, criticism, Kisch 
11087-8. 

Payment, for, by borrowing from gold standard 
reserve in exceptional cireumstaiiccs, McWatter# 
847 , 850-1. 

Prices from January 1020, A tcWallers App. p. 15(12). 
Rates for, June 1020, App. p. 453 (App. HI). 

Sales : 

1007-8 and 1008-0, Denuii o/ App. p. 75 (I). 

1007-08 to 1909-10, 1011-15, 1015-10, und 1018-10 
to 1020-21, Mv Walters, App. p. 25. 

1908- 00 to 1918-19, Ualkrishna App. p. 225. 

1909- 10, Denning App. p. 75 (2). 
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Reverse Counolls — com t in ucd . 

Sales — continued. 

1014-15, Denning App. p. 75 (3). 

10J5- 10, Denning App. p. 75 f I ) . 

1018-10, Denning App. p. 75 (5). 

1010-20 and 1020-21, Denning App. p. 70. 

1020. Kisrh App. p. 143 (4); II ihon App. p. 582. 
Crilicism, Hanerjea 0705-0, \pp. p. 253 (8); 

Sinha App. p. 273 (8); I \aeha App. p. 380 

Oil. 

Curreiiex eniitrael i> »n in it equal In, Aiifar App. 
|». 341(4). 

Failure to contract, enrreiiev, reiismi, ( inhhuif 
12401-8. 

up In 1020, criticism. Manrari i'hamher of i'om 
me rcc, App. p. 213 (10). 

1021, criticism, \enkatafniliraia App. p. 201 (37). 
Currcncx in eireulatinii lud affected b\, MeWatlrrs 

847-8 , 852-3. 

against (inld standard ivserxe. Me Waller# 855-7; 

Denning 1312-0, App. p. 75. 
without himil : 

Advocated, (iyan ('hand 2882, App. p. 115. 
a( Fixed rate, definite undertaking advneatid. 
Hhatnagar App. p. 112. 

at Price corresponding to gold export point, 
question of, l\i#eh App. pp. 183-1 ||0). 

Loss incurred by. Hot a direct consequence of 
Kxchange standard, I lam ill on It 1582-3, App. 
p. 350 ( 0b ». 

Money diould be locked up and currency con- 
tracted, llasn 1080. 1003-4. 

Pii ri eon! ruction of currency (lie ideal, I * 11 1 

policy might need modification in special 
circtimstaiiecs, l\iseli 11081-7. 

Siispellsifin of, after September 1020, MrWattei* 
App. p. 15; \pp, p. 451 (App. IV). 

System of. MeWaller* App. p. 10 (4i; Vakil 
App. p. 170. 

RGRERTS, GEORGE E. Vice-President, National 
City Rank of New York 15073-15220, App. pp. 515 
53. ‘ 

Ranking development in India, 15003-0, 15115-0, 

App. pp. 545-50. 

Central Rank for India, 15118-51. 

Central Ranks of tin* world, 15077. 15100-18. 

Chinn. 15157-8, \pp. p. 551. 

Gold position, 15077-8, 15000, 15|0H-1H, 15105-0, 
App. pp. 510 7. 

Gold currency, 15070-80, App. pp . 510, 510. 

Gold standard, 15070, 1.7081-7, 15080, 15000 107, 
15127-38, 15157-8. 15171-7. 15101-217, App. pp. 
515-0. 518-0, 550-3. 

Silver, 15110 I, App. pp. 550 3. 
hinted Kingdom, App. pp. 517, 518. 

United States of America, 15082-8, 15000-2. 15099- 
101, 15110-17, 15151-0, 15159-01, 15180-3, 15203- 
20, App. pp. 548 , 519, 550-3. 

Royal Commission on Indian Currency and Finance, 
1925: 

tin Action should be taken on Report before rniu-idrrn- 
t u m by public and Legislative Ar-seJiildy, dt eons 
9251-4. 9490-8, App. p. 339 (2). 

Terms of reference, Hanna India i'hamher »»/ 
Commerce App. p. 375 (2, 3). 

Terms of reference and motion in Legislative Assembly 
*rc, Venkata paliraju 7070, App. p. 250 (1-3). 

Royal Commission on Indian Flnanoe and Currency, 

1913, n re Chamberlain Commission. 

Royal Mint, branch In India: 

Closure, reason, Willis, 1070-1. 

probable Demand for, if gold minted in India, Kisch 
App. p. 401 (0). 

.should be entirely Dissociated from Rntrihiiy Mint, 
Willis 1677-80. 

would be. more Expensive Ilian coining gold coins at 
Ron 1 bay Mint, Willis 1093-703. 

Mint in India preferred, Denning 1044. 

Objection to, Madon App. p. 157. 
guest-ion tiff. Vakil 4012-0, App. pp. 183-4. 

Reopening desirable if sovereigns put into circulation, 

Willis 1077. 

Working of, control, etc., Willis 1061-9, 1671, 1094-5. 
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RopM Loans, iiiercane, Chiunlicrlnin CoiimiioKion 
recommendation, comments on, liy Secretary uf 
Statu fur I vicJiti, App. p. 021 (1). 

Rupee Redemption Reserve : 

Comparison with Sir l». ltluckctt's scheme, Iknninj 
128095. 

Obligation mi Government- tn kiip reserve intact 
necessary, Drnniny 10U2-5. 1 

Scheme, Denniuy 1256. 1270-7, 1296-8, App. pp. 

I I (5). 5.1-5 (8, 0, 1(J (2) (5)|. 

Comments nil, Kiseh App. p. 47r» (G, II). 

Rupees : 

1 rupee, demonetisation proposed, Ninth App. p. 618 
(16). 

\ rupee : 

l)< iunnc! isntion proposed, N huh Aj»p. p. 618 (16). 
should lie Legal tender up (o ID. in only, Madon 
App. pp. 159, 167. 

(-rupee and 2-rupee pieces of lower proportional silver 
content than 1-rnpce piece, proposal, Kiseh 
II 158, 11160, 1116*1, 11176. 

Absorption In the public : 

1N9N-99 to 102 1-25, MeW alters, App. p. 26. 

11*00-10 to 1010-11 and 1011-15 to 1024 25, Kiseh 
App. p. 455 (App. V ). 

1021-25, net. Me Watters App. p. 20 (26), p. 26. 
Average, Blackett 102H1. 

Future, question of, Brunyat e 11655.61. 

Statistics prepared, Me Watters 020 OH. 

Absorption and return of, in busy and slaek seusoiis 
1012-16 to 1021-25, App. p. 7*6. 
bullion value of silver content and currency value, 
Blackett 164-6. 

Bullion value in excess of face value : 

little hunger of. except with general depreciation 
ol gold, Kiseh 16776 H, .1(1805-6. 
hanger of, unde r present system, Vakil 6914 8, 
4071-7, App. pp. J7H, 170. 

Difficulties caused by, and risk of melting, Blackett. 

221* ; Me Walters App. p. 42-6; Basil App. p. 82. 
Effect of, ami loss of confidence, Khaitan 8056-5. 

I. imitation of legul tender not a remedy, Jr eons 
0616-7. 

possible Hemedies, litaekett 226- 15. 10008 24, 10200; 
MeWattrrs 821 60; llasu 2011-1, App. ]i|). 82-6; 
Madon 6520-62; A \ ha it an 8040-50; Kiseh 

10770-80, 11158-76; Drnniny App. p. II (6). 
Risk of, the main reason tor advoeating gold 
currency, Denning 1261-2. 1666-71. 
in Circulation : 

no hefinite estiliiato possible'. Million 6501. 
Estimate, Khaitan KO0H; Bnnfhiya 8566-6; Shah 
8017-0; Narknr 0148-51; litaekett App. p. Ii6 
(0); VcHkatapatiraju App. p. 2t» 4 . 
under (b»ld standard, probable number, Me Watters 
890, 807 ; Denninij 1161, App. p. 46. 

Coinage : 

14 years eliding 1016, Wilson App. p. 570. 

6 years to March 1010, Wilson App. pp. 570, 580. 
Cessation : 

Misrepresentation, danger ol, t lubluiy 125(i2-5. 
Froposals for, Wadia, Joshi 4621, 4624, 4644, 
App. p. 104; Sassoon 5686; Ambedkur 0097-8, 
6256, App. p. 267 (6); Hamuiyu 8067 ; App. 
p. 601; llanthiya 8577-81; Sarkar 0222-6; 
A i tiar 0802 , 0806 , 0967 , 9927, App. pp. 
655 (26), 656 (29), 657 (65); Blackett 10068, 
16106-7, 10159; Kiseh 11506-70; Madon App. 
pp. 159, 100; 1 a k it App. pp. 181, 185; Indian 
Merchants ' Chamber App. p. 107; Dalai App. 
p. 205 (10); Bombay MUloinii rs' Association 
App. p. 207; Balkrishna App. pp. 217, 218; 
Mehta App. p. 247; Han \pp. p. 270; Sinha 
• App. p. 275 (10); Henyal Xational Chamber 
of Commerce App. pp. 667 (1), 668 (5); 
Burma India Chamber of Commerce App. 
p. 670 (4); Karachi Indian Merchants' 

Association App. p. 684; Pochkhanaivaht 
App. p. 685; Shahani App. p. 412 (6); 
Wilson App. p. 687. 

during Transition to gold standard advocated. 
Gregory 12668, 12764-71, App. p. 514 (8). 


Rupees — continued. 

Coinage — eontin tied . 

Government policy, criticism, Ambedkar 6094, 
6119-40. 

f i’miit on, Venkutapatiraju App. p. 261 (42). 

Profit, placing of, to gold standard reserve, U ilson 
App. p. 580. 

IVoiKwal rc, Blackett 646-7, App. p. 68 (15). 

Itecoinniencement in 1900, and increase of grain 
prices as result, J. .1. Wadia 5666-74, App. 
p. 229. 

of Rupee and half rupee of eertaiu weight and One- 
ness only, proposal, Shah App. p. 318 (12-15). 

Confidence in, loss of, Lalji Xaranji , 4546; Patel 5968- 
47, App. p. 236; Banthiya 8499-526; Marwari 
Trades Association App. p. 600; Bhatter App. 
p. 690 (6); Punjab Chamber of Commerce App. 
p. 429. 

Confidence in currency dependent on obtaining, Kiseh 
10872. 

Coni imiHllcc advocated, Kiseh 10955-60. 

Convertibility : 

into Foreign currencies, proposal. Blackett 9994- 
10001, 10024. 

into Gold, see Gold, issue of, against liupccs. 

Counterfeiting of, Willis 1875-84. 

Debasement : 

Convertibility into gold, suggestion for, us meeting 
difficulty caused by rise of bullion value in 
excess of fare value, llbtl’kett 226-45. 

Easier if legal tender limited Banrrjra 6805-9. 

Effect on silver boards, Kiseh 11171-2. 

Effect < >n iininstructed class not likely to be serious 
when lull gold standard established, Vakil 
6917-8. 

not Injurious with convertibility into gold, Khaitan 
8056-7. 

no Injurious effects would have resulted, Khaitan 
8052. 

Objection to, llasu 2011-4; Jr eons 9619; Bombay 
t'hamher of t'nmmercc App. p. 140; Karachi 
Chamber of Commerce, App. p. 682 Hi). 

Object ions to, at time of Babington-Smith Commis- 
sion, llasu App. p. 90. 

Position of Native States in connection with, Kiseh 
11170. 

might be Possible, and should be considered, if 
necessary, in event of rise in price of silver 
above melting point, Kiseh 11158-76. 

Possibility of, when gold standard fully established, 
Joshi, Wadia 4258. 00. 

Social and political effect, question uf. Blackett 
269-15. 

Decreased use of, desirable, Aiyar App. p. 655 (27), 
(29), p. 656. 

Discrediting of, objivtion to, Kiseh 10980-4. 1 

Existing rupees should continue in circulation as full 
legal tender, scheme, Uamaiyu 8061-75. 

15 to the inohiir : 

Advocated, Wadia, Joshi 1646-61, 4666-7 App. p. 
191 (64); Madon 4474-H, App. pp. 157-9, 16(5; 
Indian Merchants' Chamber App. p. 197 (9); 
Karachi Indian Merchants' Association App. 
p. 681; Poehkhanairala App. p. 686. 

Advocated for internal ratio, Indian Merchants' 
Chamber App. p. 198 (iii). 

Proposal under gold standard for internal exchange 
and foreign exchange market would not he 
affected, Shah 8806-8, 90515 -64 , 9076-80, App. 
p. 618 (14), 619. 

Hoarding, see that title. 

free Intoreliangcabilits with notes and full legal tender 
advocated, Strom} 15446-69, 15480-91, 15490-500; 
Sfirague 15492-0. 

Intrinsic value, change in, proposal, and question of 
effect upon iminstrucl cd classes, Madon 6529-64. 

Issue of gold for, see under Gold. 

Issue of, at reserve treasuries for sovereigns and half 
sovereigns, notification, September 1897, App. 
p. 452. 

(•Encoded, February 1920, App. p. 452. 

as Legal medium of exchange, need for continuance 
for many years Balkrishna App. pp. 210-7. 
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Rupees — continued. 

Legal tender : 

Limitation : 

up to 5 Its., proposal, App. p. 099. 
up to 50 Us. : 

Advocated, Shahani App. p. 112 ( (i>. 

Advocated with effect ivc establishment «>f gold 
standard, Junnarkar App. p. :_5*. ir» (0). 

probable Effect on active circulation, fiijun 
('hand 2779-80. 

Proposal, Ihnnin'i 1270-N2, 1018-21, App 

p. 40 (HI) p. 57 (15 A), 
to Its. 100 : 

Advocated, Chakra rarti App. p. 2H0. 

when in dd stands M I established proposed and 
offi-cts, Catel 5655-8; Bimthiija H 196-7; 
Marirari Trade* Association App. p. ;»07 

(7). 

and Subsequent lowering. proposal, Vakil App. 
p. 1N5. 

to 150 Ks., proposal, Shah App. p. 018 (lHj, 
p. 020. 

Its. 200, with transition period during which 
rupees hi he freely received by (hiverninent 
for rents and customs etc., disturbance would 
bn caused by, Black if I 10057-05. 

400 or 500 or 1,000 Its. suggested. Million OtiOO 
App. pp. 172, 171. 

500 Its. at first, 100 Us. when gold standard 
established, proposal, Sinha 7445, 7450-1, 
7455-7, A p|* p. 275 ( 10). 

above Us. 1,000, proposal for, as temporary 
measure, Halkrishna At 0H-72, 5IH1-2, 5217 
App. pp. 210, 217, 21H. 

Advantages*, Me Walters H5H-0. 
not Advocated, Gnbbaij 12010, 12510; Grcijonj 
12800-7, App. pp. 510-4 (0, 7); Casucl App, 
pp. 000-4. 

not Advocated at present, Aiiptr App. p. 057 (01). 
Argument. for, llrnniinj 1201-2. 
should be Coii'-idered within certain period of 
establishment, of gold standard, Madon 
4420-0, 4402; Indian Merchants' Chamber 
App. p. 107. 

Circulation would gradually decrease, llanrrjcn 
0800-1. 

Conversion ipiestion, linn 7010-25, 7001 0. 
possible Criticism of forcing gold currency mi 
people, little import mice attached to, 
Me Wallers 872. 

Hanger of, Grcijonj App. p. 510 (0); Canaan App. 
pp. 510-7 ( I).’ 

Danger of rupee reaching melting point less, 
Vakil 0010, App. p. 1H<>. 

Demand for conversion not likely to be great, 
Sinha 7445-05. 

Desirability of, lllackctt 100-0. 

Ditfieiilf ies and objections l\isch 107HO-7, App. 
pp. 400 7; hlilis 10720. 

Effect oil boards and reserves, Willis IH12-0, 
1810-8, 1825-00; l\ hail an 8100-10; Hamilton 
p. 507. 

Effect nil uiiilistruefed class not likely to lie serious 
when full gold standard established, \ tikil 

0017-8. 

Effects, Addis 10720, 10841. 

Fowler Committee and, Kiseh 11017-21. 
ill Future proposed, uud ipiestion ns to effect oil 
hoards, Mtuhm 0004-11. 0001-0, App. p. 172. 
(ruld coin in internal circulation and commonly 
acceptable an essential preliminary, (iubbaij 
12200-002, 12540-55, App. p. 51(1 (5). 

Cluld standard necessary for. MeWaHcrs 000-0. 
Gradually 7 to Us. 150 or 10 inohurs proposed, 
Bani'-rjrn App. p. 255 (15). 
less Important if notes no longer convertible info 
rupees, Blackett 10207-15. 

In i possibility until substantially replaced by gold 
in circulation, Grantham 0217-24. 

Large return of rupees to reserve would result 
from, Giibbaij 12010-4, 12401-H. 

Opportunity for conversion before : 

Advocated, Bhattnutar 20JU-H; Mehta 6500-4; 
Campbell 7716-8; Sinha 7448-9; Blackett 
10216-21; Kiach 11007. 

14846 


Bupfees — continued. 

Legal tender - - continued . 

Limitation — matin ucd. 

Opportunity for conversion before mat in ucd. 
not. Necessary, Minton 4402-7; Sassoon 5080-9; 
Shirpratap Joshi 0022-5, 0411; Maurari 
Chamber of Commerce App. p. 214 (21). 
Period before, ipiestion of, Madon 0811. 

Possible in till lire, Chabtani 2105-0; Uamuiifu 
H0f i8-70. 

might he Possible in future with dei-ieascd 11 -.e 
of siver coinage, hut would lie still legal 
tender for government revenue, etc.. Jr cons 
9095-407. 

not Practicable at present , G 11 bbaij 12297, 12091 »-H 
\pp. pp. 509-10 ( I, 5). 

Practicability doubted, except after gold 
st-Hiulard established h>r |.iug period, Gijan 
C hand 2770-7, App. p. 127. 

Proposals, Bbalnmiar 2555-0, 2025, App. pp. Ion. 
9, 111; ./. ‘.I. Wad ia 55 10 I ; Venkata 

paiiraja 7127. App. pp. 200 (40). 204; 
Campbell 7715; Dniuimj App. pp. 14 (0), 
45 (7); Vakil App. p. 1H0; Cat el App. 

p. 204; Marirari Chamber of Commerce 
App. p. 240 1 17); Mehta App. p. 247; Baa 
App. pp. 270, 271 : Warlia App. pp. 0N7 (2), 
089 (9); Bhalli r \pp. p. 090 (0); Chilnis App. 
p. 105 (V); Sclhna , App. p. 400. 

Hush for conversion of silver in hoards anticipa- 
ted, and limitation must lie introduced 
gradually, Blackett 10057 05. 

Social itTeet, ipicsfinu of, Ihnnimj 1204-0. 
by Stages, proposal. Baa 7017. 7000. \pp. p. 271. 
should he I Itimate aim, Sassoon 50N1.5. 

Limitation or ni>t immaterial if volume kept- within 
proper limits Headhunt 14292-0. 

Cnlimifed ; 

Coni inuaiiee : 

Advocated, Jr runs 9011 20, 9:i7l, 9082, 990 0, 
9525, App. p. 040 (10); \icol1 109110,. 
Sprajuc 15028 00; St mini 15095 (iii); 
British i’cchninje Banks App. p. 511 |0). 
Advocated only until gold standard working 
effectively, Coclikhanairala , App. p. 0N5. 
Importance of, Caiman 100,02-0, App. pp. 510- 

7 (I). 

Mistake of. Bhatnajar App. p. low. 
should Continue pending coiisirleratimi <•! 
ih monel i/.atiou ipiestion al future date. 

Burma Intiia Chamber id C,,mmticr App. 
p. 070 ( I). 

slioiild Continue for the present, Madon 0502-0, 
App pp. 159, 100. 

should Continue for about- 10 years, Karachi 
Indian Merchants' \ssocinl ion \pp, p. 084. 
Di^adv aiitages, litockrft jot 0; McWatlns 85H. 

l.imilati'n of issue, proposal, Grantham 0,21 t-0; 
tin m bait Chamber of Commeirr. App. pp. 108-9. 

Linking of, with gold : 

\dvoeated, Madon 0,507; Basil ,'P|>|-. |-|l. H7-H. 

Desired by public, Ihnnimj 1211. 

possible Effect 011 American imports info India, 
Basil App. p. 87. 

would probably be Preferred by Indian public 
opinion. Me Watters 802-4. 

Pre-war system, Madon 0505-0. 

Linking of, with sterling, pre-war, an abuse of the 
svstem, Madon 0505-0. 

Melting of. Blackett 200: MrWatters App. p. 71 (5); 
Chalduni App. p. 99: Banmnja App. p. Otto. 

Melting of. h\ ( loverniiieiit and sale for internal 
requirements. proposal, Mehta O,il-l-0.i, 0,»8,»-000 

0014-8, App. pp. 246, 247. 

Minting of. Seigniorage, proposed function of 
National Currency HoMid re, Gijan C hand 2995-7. 

Outstanding: 

Estimate, Blackett 206, 274, 10227 : Mr Walter* 
805, 890-6, App. pp. 70 5: Willis 1805-55. 
M. Vremehand 4008-9: Ban 7026: W «/*<»* 
App. p. 579. 

Method of calculating amount,, MrWatters App. 

Statistic*, unreliability, Willis 1806-55. 

n 4 



56 


ROYAL COMMISSION ON INDIAN CURRENCY AND FINANCE. 


Rupees -continued. 

Passing cit , iif* standard ruin, criticism, Khaiian 7992- 
800H; Indian Chamber of Commerce App. 
p. 2H.| (3). 

Position. extent uf analogy with shilling in England, 
Kisch 11008-10, J 1003-7. 

Preference for. among uneducated public, Uhatmujar 
2524, 2014-ft, App. p. 101. 

Kcdiic'tioii of currency, proposal, Amhvdkar 0099-101 
App. p. 237 (0). " 

Redundancy * »f , Me Walter* 982. 

Rrlntion l<> standard coin should l»r defined by law, 
Wadia % Joshi 4, *143- ft, App. p. 194. 

Rcplacrmmt b t y cheaper imdul ruin or notes 
desirable gradually Hamilton IIMiHH-703. 

Return of, from cirrulatioii and demand for notes 
when heavy fall in price of silver, J921, 
McWaltcrs 907-70. 

as Standard unit, advocated, and analogy of other 
coil nt ties, Kisch 11100-17. 

as Subsidiary coin at fixed ratio of Ift to £1 
advocated, liamaiija 8299-310, App. pp. 299, 801; 
lianthiya 8 190; Manrari Trade s Association App. 
p. 807 (7). 

Supply, regulation by Central Bank advocated, 
C asset App. p. 004. 

Suspension of issue ; 

if Additional coinage became necessary profits 
should be realised in gold and held in reserve, 
('an nan App. p. 5J8 (0). 

Proposal, Cannon 13820-9, App. p. 51H (0). 

Sweating of, Willis 17ftft, 1772, 1774-Hl. 

as Token coin, Madon 3f>29. 

Valin- of, measured in gold and silver : 

1913, 1920, 1922, 1923, Wilson App. p. 585. 

1913, 1920, 1922, 1921, 192ft, Wilson App. p. ftHft. 


UUSHFUHTIl, F. V., sec Campbell, Kenneth, i.:id 
Rushforth, F. V., 7002-7929, App. pp. 277-82. 

Russia, gold rebel ves, Hubris App. p. 547. 

Safeguarding of industries : 

in England and Australia, Lain race 0707-9, App. 
p. 249 (10). 

in India, absence ol, connection with agitation re 
currency policy , Lawrence 0720-9, App. pp. 249- 
50. 


SAHKAH, N \IiIN1 RANJAN and CHOSE, .1., repre- 
senting the llcngul National Chamber of Commerce. 

9MN2-924H App. pp. 330-9. 

Rank Clearing House, 9153-00, 9.109-82, 92U0-7, 
9229 34, 9241. 

Bengal National Chamber of Commerce 9087-90. 

Budget deficit, 9193, 9227-8. 

Currency : 9 

Contraction and expansion, 9109-10, 9212-0. 

Emergency 9107-8, 923ft, 9230-IU, App. pp. 338 (H) 
339 (15). 

Exchange, rate of, 9100 2, 9111-30, App. |»p. 030 (1), 
337 (2, 3, 0), 338 (5, 0). 

(Sold : 

Coinage, App. pp. 337 (l, 3), 338 (12). 

Issue, App. p. 339 (13). 

Cold eurroncy, 9217-9, App. pp. 380-7 (1) 338 (ft) (12). 

(Sold exchange standard, 9109-10, App. p. 338 ( 7). 

Cold standard, 9104-8, 9138.51, 910/. 9183-97 , 92UH- 
10, 9221-0, 9235, App. pp. 330 (li. 337 (2, 3), 3.38 
(6) 339 (15). 

Gold standard reserve. 9152 , 9183-97 , 9209-10, App. 
p. 338 (10). 

Hoards, 9212-4. 

Imperial Bunk, 9131-ft, 9153-01), 9198-205, App. 
pp. 338 (5, 8), 339 (II). 

Notes, 9101-5, App. pp. 330 (1), 338 (9, 10, 11). 

Taper currency reserve, 9183-97, 9200-10, App. p. 388 

( 0 ). 

Prices, 9104-8, 9242-0, App. p. 337 (2). 

Rupees 9148-51, 9222-3, App. pp. 337 (1), 338 (5). 


SASSOON, SIR VICTOR, representing tl*j Bombay 
Millowncrs’ Association : 5007-5140, App. 207-10. 
Bombay Millowncrs’ Association, 5008-9. 

Cotton industry, 5009, 5010-00, 5108-9, 5121-34. 
Exchange, rate of, 5013-5, 5030-71, 5110-0, 5133-4, 
5137. 

Gold certificates, 5070. 

Gold currency, 5072-5, 5117-20. 

Gold standard, 5094 , 5139. 

Prices, index figures, 5090. 

Rupees, limitation of legal tender, 5081-9. 

Saving Banks deposits, see under Banks. 

Seoretary of State for India: 

Control of currency and exchange policy by, see under 
Currency and Exchange. 

Despatch, 24th April 1914, App. pp. 018.24. 
Telegraphic Correspondence with Government of 
India Finance Department October, November, 
1924, September, October 1925 and March 1920 
re rate of exchange, App. pp. 024-31. 

Seoretary of State in Counoll : 

entire Dissociation with Indian monetary policy 
impossible, Itr any ate 11440. 

Responsbilities in redatiou to Indian Finance, 
Exchange and Currency, Kisch App. pp. 439-42. 

8oryIoes, Indian! nation of, advocated, Shahani App. 
p. 412 (0). 

SETHNA, PH1ROZE C., statement App. pp. 100-7. 

SHAH, K. T., 11. A., B.Sc., Professor of Economies, 
University of Bombay: 8750-91)81, App. pp. 314- 
330. 

Banking, H702-4, 8771-7, 8933, App. pp. 317 , 320 (18, 
20), 324 (47). 

Bron/.e coins, App. p. 321 (24-7, 29, 32, 33). 

Cupitul investment, 8791, App. p. 317. 

Coinage, App. pp. 32L-2, 323. 

Counterfeit coin, App. p. 323 (41, 41). 

Credit organisation, 8703, App. p. 317. 

Currency : 

Emergency, App. p. 332 (73). 

Policy during war, App. pp. 318-9. 

System, draft act for reform of, 8750-9081, App. 
p. 314-30. 

Decimal system, 8757, App. p. 3lft (3). 

Exchange, rate of, 9005-71, 9070-80, App. pp. 318-9, 
320. 

Gold, coinage of, 8759-00, 9049-55, App. pp. 315 (3, 
0, 7), 320 (19, 20). 

Gold currency, 8778-84, App. pp. 315 (5, 10-11), 316-7, 
318 (17), 321 (30). 

Gold exchange standard, 8792-9, App. pp. 310, 317, 
319-20. 

Gold standard, 8785-99, 8809-30, 8758, App. p. 315 
(4), pp. 310-7, 320 (18). 

Gold standard reserve, App. pp. 310, 319, 322 (30). 
Hoarding, 8700-8, 8916, App. p. 317. 

Imperial Bank, 8937-89. 8094-9047, App. pp. 324-36. 
Native States, 8753-4, 9072-5, App. p. 314 (1). 

Nickel coins, App. p. 321 (21-3, 32, 33). 

Notes, 8709-70, App. pp. 317 , 324-31. 

Paper currency reserve. App. pp. 810, 319, 328 (01). 
Prices, 8785-90, App. p. 317. 

Rupees, 8808-9, 8917-9, 9050-64, 9Q70-80, App. p. 318 
(12-10, 18), pp. 319, 320. 

Silver, demonetisation, 8800-2, App. p. 318 (18). 

Silver standard, App. p. 318. 

Transfer, ** Giro ” system, App. p. 334 (82). 

S1IAHAN1, S. G., M.A., Principal, Dayuram Jethnia! 
Sind College, statement App. pp. 407-12. 

8llver: 

see also Rupees. 

Absorption of, Dalkrishna App. pp. 227-9. 

(Coinage : 

Free, advocated if full gold standard and gold 
currency not possible , ./. A. Wadia 5351-81. 
5485-7, 5544-6, 5579, App. p. 280. 
large Demand as result of war, Wilson App. p. 576. 
Profits : 

Use of, for capital development, objection to, 

Qyan Chand App. pp. 128-9. 
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SIlVW — continued. 

Coinage — continued . 

Profits — continued . 

8 hou Id be L sod for building up gold reserve, 
(Jyan Chand App. pp. 12b -9. 
at Varying rates of seigniorage, scheme, (Jyan 
Chand 2967-74, App. pp. 127-8. 

World, 1921, 22, 23, 24, Kitchin 13468, 13027-31. 
World demand : 

Increase anticipated, hit chin 13407-8, 13022-31, 
13041-53. 

not Likely, to any material extent as result in 
decrease in price, Roberts 15107-70, App. 
p. 651. 

Consumption : 

Estimate 1920-35, Kitchin App. p. 631. 

Industrial, U.S.A., 1912-4, 1922-4, A otman App. 

p. 565. 

World : 

1900-25, estimates, 16238 (i, ii, iii). 

Different periods since 1493, Kitchin App. p. 535. 
Domestic, 1912-23, Notman App. p. 555. 

Increase as result of decrease in price, unlikely, 
15238 (iv). 

Industrial, tendency to increase, 15238 (iv). 
for Monel ary purposes, reduction, 15238 (iii). 
Demonetisation, methods, Shah 8800-2, App. p. 318 
( 18 ). 

Disposal of : 

not Advocated without definite evidence of redun- 
dancy, (inbbaAj 12521-0. 

if Gold standard established, nee under Gold 
Standard. 

Distribution of world's total production, end of 1834, 
end of 1873, cud of 1913, end of 1924, Kitchin 
App. p. 538. 

Export restriction : 

from 3rd September 1917, Kisch 1088192; 

Me Waiter a App. p. 12 (7d). 

Effect on prices, Denning 1582-91, 
lie! nova I, July 1920, Me Watters App. p. 10 (11); 
hitch App. p. 444 (5). 

Hoarding, nee that title. 

Import : 

1835-1919, Wilson App. p. 679. 

Private and Government and total 5 ^ears to 
1899-1900 to 1924-26, Kitchin App p. 529. 
1909-10 to 1921-25, App. p. 77. 

1919-2U to 1924-25, Manvari Trades Association App. 
p. 310 (17). 

five years to 1924-25, Kitchin 13042. 

1922, from U.K., Wilson App. p. 57H. 

1922-23, 1923-24, 1924-25, Denning 1553, 1555-00. 
Decrease, increased demand for gold would result, 
.ldrfi* 13715-0, >3719. 

Duty : 

Abolition, 1920, Denning 1610-14; Me Wallen 
# App. p. 10 (14), App. p. 452. 

no Advantage seen, (Ircgory App. p. 514 (0). 
might be Advantageous, Keynes 12904-5. 
Criticism of proposal, Kisch App. p 472. 
probable Effects of, MoWattera 899-900; Hhio- 
protap Joshi 6306-11; A dd is 13715-8; Norman 
13717; Sprague 15250, 15207-9; Strong 

15395 (iii); 15402-5. 

Formerly, no appmciable. effect on U.S.A., 
Sprague 15406-11. 

would be Justifiable only if policy of gold 
•standard adopted, Mc\\ utters 898, 911, 913, 
927. 

Proposals, Blackett 579, 5H2-6, 1046H, App. p. 69 
(22); Denning 1551-94, App. p. 48 (19); 
I enkatapatirdju 7099-103, 7207-13: lianthiya 
8571-6, 8686, 8691: Manvari Trades Associa- 
tion App. p. 311 (10). 

Social and political effects, Denning 1554, 1570-81, 
1502-4, 1601-9. 

Suggested, if necessary, Khaitan 8189. 

5 per cent, depreciation, Balkrishna 5336-42. 
on Government account, value of net imports 
1909-10 to 1924-25, App. p. 77. 

Net, since 1898-99, McWatters, App. p. 22 (X>), 
p. 25. 

for Ornaments, etc., Madon 3628. 

Pre-war figures not good index of permanent poat 
war, Doming 1562-6 


Silver — continued. 

I mport — rontin tied. 

Prohibition prnpost d during transition period, 
Mehta 6518. 6528-35. 65H3-t»00, 6*609.13, App. 
pp. 246, 247. 

li'estrietion : 

11th July 1917. McWatters App. p. 12 (7c). 
Removal February 1920, Mr Watters App. p. 16 
(14): Kisch App. p. 444 (5), App. p. 152. 

Imports anil exports, private, 1909-10 to 1925-26, 
Kisch App. p. 465 (App. IV). 

India's absorption for 5- year period to 1925, Kitchin 
13642, App. 536. 

India's stock of, Wilson App. p. 579. 

Movement., restrictions on, removal. June 19*20, 
Mr Watters App. p. 16 (14). 

Prices : 

since 1873, Roberts App. pp. 551-2. 

1905-1925, 15238 (v). 

1913. 1920, 1922. 1923, U'f7*«>n App. p. 584. 

between August 1917 and December 1920, effect of, 
McWatters App. p. 11 (614). 

1925. Wilson App. p. 685. 

must be Considered in fixing exchange, Jr vons 
9156-63, 9511-20, App. p. 341 (12); Aiyar 9842- 
8, App. p. 350 (15). 

Comparative normality of, Brunyate 11284-5, App. 
p. 497 (2). 

Control by United States during the war, ftasu 
App. pp. 89-90. 

Effect oil : 

uf Gold standard, see under Todd standard. 
Restoration ut 1/4 exchange, Khaitan 8189. 

no Effect on exchange value of rupee, Aiyar App. 
p. 345 (4). 

Effect of, on production, Kitchin 13441-6, App. 
pp. 526-8. 

Factors, Kitchin 13164-6. 

Future course of. Blackett 137-9, 146-51 ; Denning 
1368, 1434-47: Ramaiya N4M9-9, 8441; Jewns 
9457-9, 9519-20: Aiyar 9844-7, 9940-2, App. p. 
350 (15); Kitchin 13458, 13576-86, App. p. 533; 
Sprague 15240-2, 15243. 15258.9, 15265-7. 

1 5275-7 . 1 5282-4 ; Strong 1 5242 ; Bombay 
Chamber of Commerce App. p. 140; 1 1 ilson 

App. p. 583. 

Future, impossible to foretell, Lawrence App. 

251 (25). 

Increase after 1914, Basn App. p. 89. 

Increase over pre-war, comparison with increase 
in general prices, Blackett 145. 

in London, highest and lowest, 1893 to 1925 
McWatters , App. p. 27. 

Rise in. above melting point, see. Bullion value in 
excess of face value under Rupees. 

Production : 

1915-1924. 1 5238. 

1923-4, Notman App. pp. 554-5. 

1925 and estimate for 1935, Kitchin App. p. 531. 

1 la lance between prices and.* Notman App. 
pp. 557-8. 

Broken Hill South. New South Wales, production 
mid financial returns 1923-21, Notman App. 
p. 561. 

* Burma, production and financial returns, 1923-21. 
Notman App. p. 561. 

as Bv-produet, Kitchin 13441-2; -Idrfi* 1370.*; 
Strong 16242; Roberts App. p. 552; Nulman 
App. p. 654; Ale. ran Jr r App. p. 611. 

Effect nf prices oil. Kitchin 13441-6, App. pp. 526-8. 

Future possibilities of, and silver demand must be 

# considered in fixing exchange. Ran 7399-407. 

Output and costs, Western Hemisphere 1923 and 
1924, Notman App. pp. 555-6, 568. 

Prospects, Addis 13702; Roberts 15100-1, App. 
pp. 552-3, 15238 (xvi): Strong 15242; Sprague 
15243-4: Nottnan App. p. 566-7. 560: Jenison 
App. p. 573. 

of Silver and base metals. Western llemBpheie, 
output and costs, Notman App. pp. 559-60. 

IJ.K.A., percentages of, derived from principal 

classes of ores, 1914-1924, 15238 (xi). 

Public light to lender, for coinage, abolished, 189B, 
McWatters App. p. 10 (4). 
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Silver — continued . 

Purchases : 

from 1915-10 to 1919-20, McWattcra App. 
p. 12 (7c). 

through Hank nml«-r (imcmmcnt instructions pro- 
posed, 1'hitnin App. p. 401) (IX). 
in Cheapest market, advocated, Karachi Chamber 
of Commerce App. p. 383 (9); Punjab Chamber 
of Commerce App. p. 401. 
in moat Convenient. market, whether India or 
London, udvoeateil. ./ unnarkar App. p. 095 (9). 
pn posed Functions of National Cumincy Board 
vc , Cyan Cliand 2997. 

mnler Gold exchange standard, criticism, Banerjea 
0795, fiNOO.801. 

Government of India should he free to make 
purchases as they think suitable, Benyal 
, ('bomber of Commerce App. p. 282. 
in London, preferable to foreign markets or India, 
K. Prcmchand App. p. 201 (9). 
in London nnd other foreign markets proposed, 
Chilnin App. p. 400 (IX). 

by Mint Masters at Bombay and Calcutta under 
directions of Controller of Currency advocated, 
\V(U‘ha App. p. 089 (9). 

if Necessary, open lender advocated, Dalai App. 

p. 206 (25); Banerjea App. p. 255 (20). 
if Necessary in future should be hy tender in India 
for delivery in India, Burma India Chamber 
of Commerce App. p. 378. 
by Public tenders invited in India, advocated, 
Sethna App. p. 407; Herd App. p. 545 (9). 
should have been hy Open tender in India. Indian 
Merchant *' Chamber App. p. 199 (ix). 
when Required should lie made hy Imperial Hank 
ill open market in India, Balkrixhna App. 
p. 227. 

in Small quantities from year to year, proposal. 
Shnhani \pp. p. 412 (9). 

Tenders in Bombay as well as London and in 
special cases in other parts of the world 
advocated. It ebb App. p. 593. 

Tenders for delivery in India the best method, 
Mmlon App. pp. 162-3. 

from I’nited Slates during the war. Me Watters 
App. p. 12 (7c); Baxu App. p. 89. 

Purchases and sales should be through brokers ill 
India, /‘'arrester App. p. 397. 

Refining : 

no Facilities, Witt in 1856, 1858. 

Government refinery, Bombay : 

Advocated if real demand for, Willie 1862-3, 
1872. 

Cost question. Willi h 1866-7(1, 1871-3. 
some Demand for, Willix 1H60-1. 

Present methods, Willix 1863, 1864-5. 
by Private firm, possibility, Willix 1863. 

Relation between demand for, and supply of, Kitchin 
13417-57, App. pp. 529-31. 535-7. Tables. 

in Reserves, reduction by gradual sales, down to 
certain minimum amount or absorption sugges- 
tion, KisAt 11222-4, 11251-9, 11487-90, App. 
pp. 477. 181. 

Sab 1 of. by Government, if neocssurv owing to 
increased use of notes, opinion rr % Keynes 
13013-9. ' . 

Shortage of, in treasuries, 1918-20, Denning 1599- 
600. 

Cse of, f«»r making payments on behalf of Govern- 
ment, rcatrictimiK on, withdrawal, June 1920 
McW alters App. p. 16 (14). 

World demand for, question of, in future, C anti an 
132H9-93: Addin 13702-3. 

World reserves, Kitchin 13469-72. 

World's stock of, growth of, Notman App. p. 554. 

Silver Coin : 

See alxo Rupee. 

under 1 Rupee, should he of about same fineness of 
present English shilling. Mad on App. pp. 159, 
167. 

Dealing in, at a premium, prohibition, removal 
February 1920. McWatterx App. p. 16 (14). 

Use of, for other thun currency purposes made illegal 
from 29th Juno 1917 to February 1920, McWatten i 
App. pp. 12 (7d), 16 (14). 


Silver Standard : * 

Reasons against restoration, Bau App. p. 268. 

Return to, impossible, Sinha App. p. 272 (4); Shah 
App. p. 318. 

S1N1IA, J. C. : 7419-7661, App. pp. 272-7. 

Banks and banking, 7465-7, 7537-44, App. p. 276 
(23). 

Council bills, App. p. 276 (23). 

Currency, 7424-6, 7434-6, App. pp. 272 , 276 (23). 
Exchange, rate of, 7424-6, 7433, 7480-519, 7534-0, 
7549-65, 7586-600, App. pp. 272 (2, 3), 274, 276 
(23). 

Gold currency, 7437-44, 7520, 7545-8, App. pp, 273 
(6-9) , 275 (15, 18) , 276-7. 

Gold exchange standard, 7471-2, App. pp. 273-4. 

Gold standard, 7434, 7437-45, 7468-72, 7476, 7521, 
7524-33, 7545-50, App. pp. 272, 273-7. 
Government remittances, App. p. 276 (23). 

Hoarding, 7444, 7458-H5, App. p. 273 (7). 

Imperial Bank, 7474-7, App. p. 276 (23). 

Industries, protection, 74HO-1, App. p. 274 (11). 
Notes, App. pp. 275 (16-20), 276 (21). 

Paper currency reserve, App. p. 275 (19-20). 

Prices. 7427-33, App. p. 272 (2-3). 

Reverse bills, App. p. 273 (8). 

Rupees : 

(Village, App. p. 275 (10). 

Legal tender, limilutif >n. 7145-65, App. p. 275 (16). 

South Africa, currency system, Bluebell 16110-3; 
Kixch 16995, 11056-02; 'Sicoll 13980-1. 

Southern India Chamber of Commerce, Madras, letter 
from President re proposed discontinuance of 
1 rupee note, 1923, MeAVattcrs App. p. 423-4. 

Sovereigns and half-sovereigns: 

Absorption by the public : 

1899-1966 to 1921-25, Mr Walters App. p. 26. 
from 1909-16 onwards, App. p. 76. 

1969-10 hi 1913-14 and 1914-15 to 1924-25. Kixch 
• App. p. 455 (App. V). 

Advantages and disadvantages of special gold coin as 
compared with, Denning 1615-29, App. p. 56. 
Continuance as standard gold coin advocated on 
condition of minting in India, Mudon 4473; 
Indian Merchant s’ Chamber , App. p. 197 (9). 
Demonetization ; 

Advocated, Chablani 2361-6, App. pp. 98, 160; 
Chilnis App. p. 399. 

little Importance attached to, Willia 1893-H. 
no Objection to, Baxu 2009-10. 

Proposal, Denning 1637, 1638-50. 

Electrical sweating of, Willix 1710-1, 1746, 1748-56. 
Half, made, legal tender for 7J rupees, 1H93. 

McWatterx App. p. 10 (4). 

Imports. 1st January 1924 to 30th September 1925, 
Bombay Chamber of Commerce App. p. 144. 
or Indian coin of similar weight and fineness 
should be made legal lender, Saxxooti 5072-5, 
5117-20; Bombay Milloivncrx' Association App. 
p. 207. 

Issue, of, 1017 and 1918, McWatterx App. p. 12 (7c). 
Issued pre-war, used mainly for hoarding or orna- 
ments, Chablani 2472-3. 

too Large for free circulation, Grantham 3271; 
Bom hay ('ham her of Commerce , App. p. 139 
(16). 

made Legal tender for 15 rupees, 1H03, McWatterx 
App. p. 10 (4). 

Legal tender : 

Advocated, Brnnyate 11367, App. p. 499 (12). 
should Cease, Punjab Chamber of Commerce App. 
p. 130. 

Legal tender value, change in, 1920, McWatterx App. 
pp. 15-16 (13). 

Melting, decrease, Willix 1725. 

Minting of, in Bombay, Me I Vattrrx .App. p. 12 (7e). 
Preferable to nmhurs, Balkrixhna App. p. 226. 

Receipt at mints : 

Notification -December 1906, App. p. 452. 
Notification of 1906 cancel led, February 1920, App- 
p. 452. 
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Sovereigns «nd half-sovereigns- -mu tinned. 

Insuitubility of, for population generally, Bhatnagar 
W illi*' J07«». 1759-65. 

Sweated , nun -receipt «»f t nt Mint, W'VI i* 1732-4. 

Unsuitability of, f«>r jxipulation generally, Bhatnagar 

App. p. | ()H; Balkrinhua App. p. 217. 

Wasteful owing to liuhilitv to wear, Willi*' 1072-5. 
1712, 1715. 

8paln : 

Currency position, Ki*ch 10993. 

Gold reserves, Ittillrinhua App. p. 22H. 

Speoie, *ee Treasure. 

SPllAtil K, Du. DLlVKli M. \V., Professor of Dunking 
und Finance, Harvard University ; 15228-15604. 

Dunking 15000 (viij. 

Currency systems, 15200-5. 

K xrhaiigc , 155; J0-4 1 . 

Gold, 1520.' J (i), 15208-0, 15021. 

Gold currency , 15298-9, 15315, 15326. 

Government remittances, 15311 (ii). 

Gold exchange standard, 15311 (ii), 15312, 15327, 
15331-41. 

Gold standard, 15230, 15250-4, 15270-4, 15280, 15203 
(i-v), 15205, 15305, 15311 li,ii), 15312-0, 15321, 
15320-8, 15351, 15523-35. 

Hoarding, 15205. 

Investment, 15205. 

Prices, 15208-0. # 

Hupei 's, 15328-30, 15402-3. 

Silver, 15240 2, 15213-1, 15250 1, 15258 0, 15205-0, 
15271-7, 15282-1, 15100-11. 

U.S.A. : 

Dunking, 15300-4, 15415. 

Currency, 15313, 15328, 15344-0, 15352-3, 15415. 
Gold reserves, 15203 (ii, i\), 15300-0. 

Stamp tax on bills and negotiable Instruments, 

proposals rv iilmliti. »n or reduction, (’ampin'll 7730. 
App. p. 282: M it mi if 0050-00, p. |H() (JO); St ran g 
15110 (iv), 15581 3.' 

State Bank : 

certain Advantage admitted. Out, must not compete 
with other hanks, lioirir 11850-2. 

Establishment. of, appointment of small expert body 
hi consider, Chamberlain Commission recommen- 
dation, comment by Secretary of State for India, 
1014, App. p. 022 (5). 

Mr. Keynes' Memorandum Indore Chamberlain Com- 
mittcc agreed with, Chahlani 2383-4, App. p. 100. 

Policy and constitution, proposals of Pandit Madau 
Mohan Maluviya, M.D.A., agreed with, Da * App. 
p. 414 (8). ' • 

Transformation of Imperiut Dank into, arc under 
m Imperial Dank. 

Statistics : 

Information available, Bhatnagar 2073-80, App. p. 103. 

Sources of, 7\ itch-in 13587-00. 

Sterling Exchange Standard : 

Automatic coutraetion of currency under, iirrioigc- 
lnenU neeessary, MeW alter * 840-6. 

Comparison with gold standard and gold exchange 
standard, *ec undvr Gobi Kxehange Standard and 
Gold Standard. 

v Gold standard from international point ul view, 
Bradburg 14201-207. 

Objection to, and advantage id gold standard. Vakil 

3010-25. 

Popular objection to, Denning 1211, 1241-2. 

Reserve under : 

Fiduciary issue, proportion of total note issue 
advocated, Bradburg 14100-5. 

Gold holding : 

Comparison with reserve under gold exchange 
standard, Pruning 1222-5, 1232-5. 

Question of, Bradburg 14103-4. 

soma Gold in, pn.lmhly desirable Mr II atlrr* 835-8. 

Return to, desirable with maintenance of eon- 
siderahle gold reserves, Bradbury 14265-8 
14302-10. 

Scheme, Blackett App. pp. 05-8. 

Suitability of, to India, Bradbury 14190-200. 


Sterling Purchases by Government: 

1022-23 to 1025 20. Kind, \pp. p. 485. 

1025, Mr Wallen* App. p. 12. 

September and October 1024, Blurkrtt 112. 

Angiisti and September 1025, Blurkrtt 112. 

' in certain dates from 8th October 1021 to 14th 
September 1025, Denning 1146-51. 

Advocated, Sinha App. p. 270 (23); lirrd App. 
p. 545 (7). 

Advocated as normal method, (I if an ('hand App. p. 
133. 

Advocated instead of sale ul Councils if gold exchange 
sluudurd adopted, Korrvsler App. p. 307. 

Advocated a*, only system, Burma. India Chamber of 
Commerce App. p. 377 (5). 

Allocation between exchange banks, Ki*eh, 11735 
1 1760-81. 

Allocation among different banks in bands of brokers, 
and consequent criticism of system, (hibhag 
12181-8. 

Approved and should he continued, Murrag 0606-7. 

liroker should be eliminated, \icoll I3H83-01, 14128. 

should be Confined generally to amount necessary tor 
home el mrges, Sinha App. p. 276 (23). 

Convenience to commercial community. Denning 
1035-6. 

v. Council bill*-, Addin 137;»H; Amman 13738-0, 
14455-6. 

Daily figures of, from 1023-24. Mc\\ alters App. pp. 
36-37. 

through Imperial Dank, system, Mr Waller* 710-21. 

in India and I'm ruin ill open market to approved 
Dunks or merchants for amounts of not less than 
£50,000 advocated, Kor renter App. p. 307. 

in India v. London, l\i*ch 11728-33, 11753-01, 11764-8, 
11782-3. App. p. 483 (0). 

Introduction of system, MeWaller* 706-10; Hindi 
App. pp. 182 (2) 185 (2). 

Methods satisfactory , Karachi Chamber of Coin mi ree 
App. p. 383 (7). 

Object id, question of, lia*u 2007-103. 

not Objected hi, Campbell 7658. 

Objection to present procedure of, M. Bremehand 
4606-7. 

Opinion /r, li run gate App. p. 502. 

Preferred to sale of 1*01111(41 bills, Bald App. p. 231. 

IVe-war system of Council bills preferred, M. Brem- 
diand 1606-14. 

Public tender v. private purchase, Kisch 11736, 11741- 
0. 

Publicity : 

Claims for, hi i*ch App. p. 483 (7). 

Complaint made by commercial community of 
absence of. Mr W aller* 700, 718. 

Extent to which desirable, Denning J033-I, 

Weekly information ie. should be publislud, 
Murrag 0672-4. 

in liaugooii, jiropo-al, Burma India f hamlirr of 
Commerce App. p. 378. 

Itupees credited before sterling paid over. Ki*ch 
11737 40, 11764-8, App. p. 483 (4)i. 

Criticism of system, (iuhhag 12520 32. 

Sale of intermediate council bills, possibility of, 
Murrag 0711-3. 

Sales by Exchange Dunks, payment «.f eommission to 
broker mii, Kindt 11731-5, 11769-81, Ajip. p. 1 83 

(0 note). 

Secrecy re, objected to, Dalai 1014-8, 4050-1, 1070-H0, 
App. [). 206 (7). 

Speculation now* practically impoN-uhlo, limning 1067. 

Substitution of, for eiauicil bill -ales adv ruled. 

Denning 1028-0 1037 0. 

System, .l/c II Utter* App. p. 22 (25), pp. 36-8. 

Tender system : 

would be Approved, with retention of right to mak> 
purchases privately. Murrag 0668-74. 

Difficulty of applying, MrWallrr* 722-6. 

in India, preferred to *-ale of council bills. Dalai 
1007-5000. 

n< i great Objection tu. but not preferred, Denning 
1010.50, 1058-70, 1078-83. 

should be Csed when exebange ffuetiiating with 
tendency to weakness, Denning 1029-32, 1051. 7. 

Uncertainly in connection with, unsatisfactory. 
(Campbell 7616; Bengal Chamber of Commerce 
App. p. 277. 
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Sterling Reserves: v ' 

Duiimmls mi, iu period of exchange weakness, table 
prepared, Mr Wat tern 939-40. 

Held in Ijondou, importance of, for raising e xternal 
credits for credit of Government: of India, lunch 
10798-801. 

Sterling Sales: 

Government should be under standing offer to sell, 
at minimum rate agreed, Karachi Chamber of 
Commerce, App. p. 081 (•!). 

should ho Made in India und Burma in open market 
to approval banks nr merchants for amounts of 
not less than 1*50,000, Forrester App. p. 897. 

Stores, purchase in India advocated, Gy an Chand App. 

p. 188; Shahani App. p. 412 (6). 

STROM I, BENJAMIN, Governor of the Federal 

Reserve Bank of New York : 152280 5005. 

(tanking 15911 (ii), 15312, 15321, 15320, 1532H, 
153HH-0, 15410, 15421, 15584-01. 

(Yntrul Hunk, 15414, 15410, 15420-31, 15440-5, 1/ififiH- 
80, 15502, 15504-7, 15508-002. 

(Mieipies, 15410 (iv). 

Exchange, 15410 (xx), 15470-9, 15505-71. 

Gold currency, 15229 (iii), 15110 (xxiii), 1550-1-18, 
15515-7. ’ 

(h.ld standard, 15229 (i-iii). 15817, 15881 (ii), 15895 
(iii, iv, v, vii) 15401-5, 15484-9. 

Investment, 15410 (vii), 15421. 

Notes, 15410 (xxii, xxiv), 15121-8, 15440-09, 15498- 
5(H), 15480-91. 

Rupees, 15895 (iii), 15410 (xxiv), 15140-09, 15498-500. 
15480-91. 

Silver, 15212, 15895 (iii), 15101-5. 

Stamp lax, 15410 (iv), 15581-8. 

IJ.S.A. : 

Banking, 15881 (iii), 15885-7, 15410, 15542-50, 
15552-04. 15572-9J. 15598-002. 

Currency. 15820-1, 15849-50, 15854-05, 15881, 15305 
(i),‘ 15882-4, 15401, 15481-9. 

Gold reserves, 15805, 15881 (ii), 15892. 

Sweating of coin, Willis 1710-1, 1740, 1748-50, 1707-8. 

Sweden : 

Currency position, Kisch 1100)0-9; Nicull 19981; 
Strong 15505-0. 

Gnld reserves, Halhrishnu App. p. 228. 

Prices, ttcc that title . 

Switzerland : 

Gold currency, result of i ntr< wine tioii, K itch in 18511 
13515; Norman 18805. 

Gold reserves, Hallcrishna App. p. 228; Huberts App. 
p. 547. 

Prices, sec t hat title . 

Silver reserves, Kitchin 18471-2. 

Tabular standard (Index figure) : 

Approval of, Hamilton 10012-0. 

as Alternative to gold standard, Ambcdkar 6078-4, 
App. p. 230 (H). 

Tariffs : » 

Increase : 

would probably Result from higher rate of exchange 
lending to reduction in prices, Blackett 01, 08. 

Results, Chahlani, App. p. 97, 

Protective, object of, and results, Chablani 2275-88, 
2333-8, App. p. 97. 

Taxation : 

Effect of rate of exchange mi, lilackctt 05-0, 70-1, 129, 
10451: 7. .1. Wadia 5388-95: Myar 9854 , 9888, 
App. p. 351 (17): Chahlani App. j». 90: Chit nix 
App. p. 403. 

too High, Mr Walter* 751-2. 

Invisible, rise in exe.hunge as, Venkatapatiraju 7072- 
8, 7105-7, 7301-0. 

Telegraphic Transfers, see Council Bills and Telegraphlo 
Transfers. 

Tfide and Industry: 

Balance of trade : 

1883-84 to 1923-24, Hallcrishna App. p. 219. 

1911-13, Hallcrishna App. p. 220. 

1919-20 to 1923-24, Venkatapatiraju App. p. 262 
( 44 ). 


Trade and Industry continued. * 

Balance of trade — continued. 

1919-20, MeW afters App. pp. 22-3. 

Adverse, possible method of remcdyiug position 
caused by, Joshi. Wadia 4299-803 
Favourable, maintenance of, doubted, Dalai 4801- 
0, 4925-39, App. p. 203 (4, 8). 
not. Relevant to question of standard to be adopted. 
Hamilton 10586.8, 10759-01, App. p. 359 (9d). 
with British Empire and with United Kingdom, 
percentage to total trade in certain years, App. 
p. 77. 

renditions, 1919 and 1920, Kisch App. pp. 442-3 (3). 
Domestic and foreign, comparative inqiortauce, 
Hallcrishna , App. pp. 210-12. 

Effect on : 

of restoration of 1/4 rate of exchange, Vakil 1031-5; 
Madon 1477, 4514-5; Myar 9753, 9855; Hhat- 
nayar App. p. 112; Chitnis App. p. 401; Kisch 
App. p. 402 (8, 10); East Indian Section , Lon- 
don Chamber of Commerce App. p. 593. 
uf 1/0 rate of exchange, Said 0287; Shhpralap Joshi 
0298; Mehta 0633; Khaitan 8075; Hallcrishna 
App. p. 212-3; Patel App. p. 232; Marwari 
Trades Association App. p. 318; Aiyar App. pp. 
351 (10), 353 (22). 

of 1/8 rate of exchange, Bhatnayar App. p. 112. 
of Changes in rate of exchange, Blackett 61, 07-9, 
72-3; Mc.Watters App. p. 40. 
of Fall in exchange, K. Prrmchand % M. Premcha-nd . 
4573-5, 4702, App. pp/ 199-200 ; Sarkai 9111 
21; Waekctt 105IH; Chahlani App. p. 90: 
Marwari Chamber of Commerce App. p. 210 
(5): Lawrence App. p. 249; Hanerjea App. 
p. 252 (0); Bengal National Chamber of Com- 
merce App. p. 337 (3); Chitnis App, p. 408; 
Shahani App. p. 407 (l): Webb App. p. 590. 
Fluet nations in rate of exchange, Cyan Chand App. 

p. 124-5 Pnrhlchanaieala App. p. 385. 
of High exchange, Campbell 7802-13, 7901; Jr runs* 
9274, App. p. 340 (8); Patel App. p. 231; 
BamaJya App. p. 296 (3). 

of Low exchange, Patel 5813-20; Marumri Chamber ^ 
of Commerce , App. p. 241; Shahani App. p. 
407 (1). 

of Rate of exchange, Cyan Chand , Anp. pp. 124-5. 
of Rise in rate of exchange, K. rrrmchand , M. 
Premehand , 4571-2, 4702, App. p. 199 (0): 
Hanerjea 0770-9, 7000-7 , 7025-33, App. p. 252 
(3-9); Sarkar 9111-21; Jr eons 9452-3, App. p. 
341 (12); Hasu App. p. 78; Chahlani 

App. p. 90; Cyan Chand App. pp. 121-5; 
Patel App. p. 231: Lawrence App. p. 249; 
liamaiya App. p. 290 (3); Shah App. p. 320: 
Bengal National Chamber of Commerce App. 
p. 837 (3); Aiyar App, pp. 348-9 (10), 349-50 
(13); Karachi Chamber of Commerce App. p. 
378 (1); Chitnis App. p. 403; Shahani *App. • 
p. 407 (1); Webb App. p. 590. 

Exports and imports : 

1898.99 to 1924-25, Me Watters , App. p. 25. 

5 wars ending 1918-4 Wilson App. pp. 580-1. 

1911-13 to 1925-20, Kisch App. p. 453. 

Average annual value of private trade in good*, five 
years before the war and 1923-24, 1924-25, 
Kisch App. pp. 457 (2C), 404. 

Foreign : 

Percentages with United Kingdom and rest of 
British Empire, 1924-25, Blaidcett 385. 
with Sterling currency countries, percentage 
question, Blackett 385-7. 388-9. 

Imports, index numbers. 1865-66 to 1874-75 and 1875- 
76 to 1924-25, Cyan Chand App. p. 130. 
Internal, depressed condition of, Shivpratap Joshi 
0473-85; Marwari Chamber of Commerce App. P- 
242 (12). 

Protection of industries, see under Industry. 

Transfer, “ Giro ” system, proposal, Shah App. p. 304 

82 . 

Treasure : 

Imports and exports, 1911-12 to 1925-20, Kisch App. 
p. 453. 

Restrictions on movement of, and removal. 
MoWattera App. pp. 18, 16 (14). 
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United Kingdom: 

Amalgamation of Bank of England and Treasury notes 
r, *iglit 1m* postponed by adoption of gold standard 
in India, Addin 13000-7. 

Balance of trade with, 1911-11), Balkriahna App. p. 
220. 1 F F 


Bank of England, see that title. 

Gurrency position and system, Gregory 12820; Brad- 
bury 14181-5, 14222-4, 14254-9, 14314-7; Addis 
14470; Hubert a App. pp. />< 17, .748. 
im Fixing of foreign exchange rates. Balkrishna 
5282-9. 

Free availability of gold anticipated, Je turns 9293-309. 
Bold currency, position re. and prospects, Brunyate. 
11451-5 App. p. 498 (7); Cannon 13214-5; 
Nicoll 13985-0; Norman 13089-95, 14377 80, 

14451-4; Bradbury 14180 8, 14257; Strong 15509- 

10 . 

(lold reserves, 1913, 1921, llalkrishna App. p. 228. 
(odd standard, relurn to, Bradbury 14330.7. 

Round sterling, value at different dates, WH non App. 

pp. 574-5. 

Prices : 

see also that title. 

Future) course of, Hamilton 10021-6, 10050-7. 

Purchasing power and cost of living, disparity, 
and iineertaintv as to future, Chaldani 2179-80, 
2220 37. 

Silver prices, 1893 to 1925, McWatters App. 27. 
Sovereign, nminteiiaiiee of full value anticipated. 
Bradbury 14300, • 


United Planters' Association of Southern India, Coim- 
batore, letter from Secretary re proposed diseon- 
tinuauee of 1 rupee nob*, 1923, McWatters App. 
p. 422. 


U.S.A.: 

Banking reorganisation, history of, and present 
system, Sprague. 15415; Shong 15410, 15512-50, 
15581-91. 

Banks, reserve requirements, Strong 15381 (iii), 
15385-7, 15598-9. 

ri.mmodity prices, attempt to control, througli gold, 
Blackett 123-4. 

Copper, lead and zinc mining industries, effect on, of 
proposals for introduction of gold standard in 
India, Jenison 15238 (x-xvii) App. pp. 501-73. 
Currency problems, history of, Sprague 1511 5.' 
Currency system, Gregory 12820, 12824-0; Nicntl 
i;iUH:i. -l': Huberts 15090-2, 15180-3, App. p. 519; 
Sprague 15328, 15344-9, 15352-3; Strong 15349 50, 
15354-05, 15381, 15395, 15401, 15181-9, 15505. 

Ex pi irts, excess, method of payment, Sprague 15311 
(ii). • 

Federal deserve Banks ; 

Constitution, Strong 15552-4. 

(lovernue'iit aeeounts, system, Strong 15410 (xiv). 
Resources and liabilities, April 14 and 7, 1920, April 
15, 1925, Sprague 1530-1. 

Federal deserve Board, constitution. Strong 15552, 
1 5557-th 

Federal deserve system : 

Advantages of, Hidierts 15139-47. 

Government relationship with. Strong 15552-04. 
Working of, Huberts 15151-0, 15219-20; Strong 
15385-7, 15572-80, 15598-9, 15000-2; Sprague 
15300-4. 

Foreign loans, jKisition rr, Hubert* 15103, 15127-9, 

( Sold : 

Aeeiiimilation, absorption neeessary before gold 
supplies affect, prices, Bradburg 14207. 
Accumulation and possibility of inflationary policy 
owing to, Ch u b lat i i 2105-75, 2192-203, App. p. 
91; Gyan ('hand 2887-93, App. p. 120. 
Appreciation or depreciation of, policy not antici- 
pated, Huberts 15135-8, 15159-00. 

Excess of, in Federal deserve system, Blackett 530. 
Export embargo removed 9th dune, 1918, 
MvWattrrs App. p. 12. 

Money, redundancy question, Kilchin App. pp. 
540-3. 

Position, Kilchin , App. pp. 540-3. 

Redundancy, absorption, time required for, 
Kitohin App. p. 543, 


U .S.rf. — continued . 

Gold — continued . 

Reserves : 

1913, 1921, Balkrishna App. p. 228. 

Aim unit, aiul not considered excessive, Huberts 
15082-7, 15119.20, 15132-8, 15203-11, App. 
p. 548; Hollander 15232 (xv). 
and Question as to excess stock, Basse l App. 
pp. 590-7. 

and Use of, Sprague 15293 (ii) (iv), 15300 5; 
Strong 15305, 15381 (ii), 15392. 
ns Source of supply under gold standard, see under 
Gold standard. 

Telegraphic transfers sold in New York, 1919, 
McWatters App. p. 13. 

Tiniti taken for absorption, question of, Addis 
13099, 13700-1; Norman 13824. 

Gold ciTi-ificales, Gregory 12821-0; Norman 14492-0; 
Hnbrrls 15204-11; Sprague. 15313, 15328; String 
15381 (i), 15382-4; Kilchin App. pp. 542, 543. 
Gold standard, adoption of, Hollander 15232 (ii); 
Strong 15820-1. 

and Gold standard in India, sec under Gold standard. 
Lnllationary policy : 
not Anticipated, Sprague 15306. 
no serious Danger of, Huberts 15102-4, 15222. 
lineal ion of small portion of gold standard reserve in, 
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MrAl’allers 736, App. p. 39 (1); Henning 1150; 
Cluiblani 2101-72, 2192-203, 2242-4, App. pp. 
93-4; Grantham 3141-3; Gammer 0757-8, App. 
p. 251 (25); Ha ma iga 8282 , App. pp. 304 (20), 305 
(21); l\isch 10810, App. p. 407; Keynes 13070-81, 
Bombay Chamber of Commerce App. p. 137. 
Prices, sec that title. 
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App. p. 555. 

Position, Wilson App. p. 583. 

Price, control nf during the war, Basa App. pp. 
89-90. 

Production, see under Silver. 

Purchases from, during the war, McWatters App. 

p. 12 (7c); Basil App. p. 89. 

Replacement under Pittman Act, position, Strong 
15501-3. 

Reservn, Kitchin 13470. 

deserves, replenishment, Kitchin 13022-0. 

Upper India Chamber of Commeree, letter from 
Secretary rr. proposed disroot immure of 1 rupee 
note. 1923, Me Walters App. p. 420. , 

VAKIL, Professor C. N., M.A., M.Nc. (Keon), F.S.S 
3890-1182 App. pp. 175 80. 

Currency : 

Additional, App. p. 185. 

Automatic contraction and cxpaiisinii, 3902-5, pp 
176-7, 179 

Over-issue, 3898-901, 3909-13, App. pp. 177, 179. 
System 3898-928, 4071-7, App. pp. % 175-9. 

Exchange : 

Automatic stabilisation, 3908, pp. 177, 179. 

Rain of, 1012-51, 4090-7, 4103-11, 1134-17, 1155.02, 
4105-70, App. pp. 184, 180. 

System, 3898.928, App. pp. 175-9. 

Gold, 3911-8, 3955, 3971-5, App. pp. 181, 185. 

Gold cunvnev, 3920-7, 4012-8, 4083-1, 4098-102, 
4152-3, App. pp. 180, 183-4, 185. 

Gold exchange standard, 4118-22, App. pp. 175-9. 

Gold standard : 

Advocated, mid advantages, 3909 13, 3920-7, 3930-8, 
1055-02, 4114-7, 4123-4, 4128, 4118. 1175.80, 
App. pp. 180, 185. 

Amount of gold required, 3903-4, 3971, 4085, 4171. 
<\>.st of, 3999-4011, 4090-5, 4129. 

Demand for gold under, 3918-55, 3903. 3971, App. 

p. 181. 

Disposal of silver under. 3988-98, 4088, 4112, App. 
p. 183. 

Introduction, effects, 3969-78, 3988-98. 4003-70. 

4088-9, 4112, 4171-4, App. p. 183. 

Introduction, method, 3939, 3901-2, 3979 87, 4078- 
84, 4087, 4129-30, App. pp. 180-2. 185-0. 
Reserve* under, 4129-32, App. pp. 181-2. 
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Hoarding, 4070, App. p. 179. 

Imperial Rank, 3900-7, App. pp. 184, 18.0. 

Notes, 3929, 3905-7, 411.1, 1149-54, App. pp. IHO, JHI, 
18.0, 18r,. 

Paper currency reserve, 41.10, App. pp. 170, 182, 184. 
Prices, 3898-90 1, App. p. 177. 

Royal Mini, branch in India. 4012-0, App. pp. 188.4. 
Rupees : 

Coinage, cessation, App. pp. 181, 185. 

Debasement, 8917-8. 

Legal lender, liniitat ion , 8910-8, App. pp. 180, 185. 
Molting point, 8914 8, 4071-7, App. pp. 178, 179. 
Sterling exchange system, 9919-25. 

V KNK ATAPATIRAJ U, 11., C.I.E., M.L.A., 7008-7228, 
. App. pp. 250- 04. 

Agriculturists, indebtedness. 7124 5, App. p. 200 (95). 
Rubington-Smith Committee, App. pp. 200, 201. 
('liuinhri'iain Commission, App. p. 259. 

Currency system, App. pp. 257-01. 

Exchange, riik* nf, 7072-8, 70HO-3, 7104, 7109-27. 7144- 
01. 7172-8, 7195, 7198-200, App. pp. 250, 200, 
202 . 

Fowler Committee, App. pp. 258-9. 
rtidil certificates, 7194. 

Hold currency, 7091-3, 7210-20, App. p. 2011 (49). 

Hold exchange standard, 7071, 7179-87, App. p. 259. 
Hold mint, App. pp. 259 ( 28 . 29) 209 ( 49), 204. 

Hold standard and currency, 7080, 7094-7, 7127, 7187- 
94, 7210-20, App. pp. 202-8, 204. 

Hovcrmncnfc rnTn it. tiinc.es, App. p. 204. 
rm pe rial Hank, 7127-19, 7214-5. 

Notes, gold, 7108-71, App. pp. 201 (40), 204. 

Paper currency reserve, App. p. 204. 

Prices, 7101-8, 7102-4, App. p. 208 (47. 48). 

Reverse Councils, App. p. 201 (97). 
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7070, App. p. 250 (1.8). 

Rupees, 7127, App. pp. 201 (42) 208 (18), *j<»4. 

Silver import, duty, 7099-108, 7207-18. 

Taxation, invisible, 7072-8, 7105-7, 7301-0. 

Trade, Iialunce of, App. p. 202 (44). 

Yersalllefl, Treaty of, economic effects, Han it 2021-4, 
App. p. 92. 

WACTFA, SIR DINRHAW E., statement App. pp. 880-9, 

WADI A, .1 AM8ETJT A R DARKER, 5845-5581, App. 
pp. 229-30. 

Fa pi till 5:189-4. 

('of toil industry, 548H-500, 5502-0. 

Currene\ policy, 5808 , 5429-85. 5487 . 5470-9 , 5485. 
App. pp. 229-80. 

Exchange, rate of. 5851-5, 5858 9. 5809, 5808, 5971, 
5070. 5378-83, 58H5, 5387-104. 5428. 5499-0, 
5117 02, 5175, 5480-5, 5507-10, 5528-5, 5545. 
5552-01, 5507 HO, App. pp. 229, 280. 

Hold exchange standard 5881-48. 

Hold standard? and |p>ld cnnvni;\, 5401, 5405-19, 
5428-4, 5428, 5407-9. 5145, 5538. App. p. 290. 

Hold standard reserve, 5489-45, 5515. 5520-80. 
Hoarding, 5425-0. 

Mints, closure in 1890, 5859, 5850. 5901, 5872-7,5400, 
App. p. 229. 

Notes* App. p. 280. 

Rupees, 5808-74, 5510-8, App. p. 229. 

Silver, free eoinnge of, 5851 -Hi, 5IK5-7, 55 14 OR 5579, 
App. p. 2:w. 

WADIA, I*. A. nn<l JOSH I. (I. N., 41&3-384, App. 

pp. im nr>. 

liankinK. 42H0, 4304-7, 4818. 
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Automatic contraction, 4219-80, App. pp. 189-90. 
Emergency, 1270-8, 4975-Hl, App. pp. 190 (20), 
J93 (8). 

System, history, App. pp. 187-8. 

Exchange. rate of, 4319-01, 4003-7. 

Genoa Conference recommendations, 4200-18. 
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Minting of, 4824, App. p. 194. 

Prices, 4243-9, 4372-4, App. p. 193 (29). 


XVADIA, P. A. and JOHHI, G. K.-*vntinued. 

Hold currency, 4191-2, 4327-42, App. pp. 180, 194, 
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Hold exchange standard, 4219-29, 4280-4, 4379, App. 
pp. 188-92, 195. 

Hold standard. 4188-92, 4237-63, 4270-91, 4295-8. 
4308-43, 4308.71, 4375-81, App. pp. 180, 190, 
191-1, 195. 

Hold standard reserve, 4283. App. 191 (21). 

Hoarding, 4282. 

r rnjx^ri ill Rank, 4207-9, 4824-5, App. pp. 193-4. 
Notes, 4193-201, App. p. 193 (30). 

Paper ciirrencx reserve, App. p. 193 (30). 

Prices. 4219-29, 4237-49, App. pp. 189-90, 194, 195. 
Rupee, 1258-00, 1321-4, 4313-5, App. pp. 190, 194. 
Trade, adverse balance, 4299-303. 

Wages and Salaries : 

Adjustment t«» 1/0 rate of exchange, see under 1/0 

under Exchange. 

Adjustment to cost of living, question of, Blackett 
10524-32. 

Adjustment to prices, time-lag, Hamilton 10710-9. 
Cotton industry, nee that title. 

Decrease in some industries, Jr run ft 9277-8. 

Demand for increase, causes of, Khaitan 8117-92. 
Effect on : 

of Prices, question of, Khaitan 8117-32. 
r.f Rate iff exchange, Denning 1102: Khaitan 8124- 
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Aigar App. p. 349 (12)1 t'hitnis App. pp. 401 , 
108; hitch App. p. 402 (8); Wrhh App. p. 590. 
of Stabilisation of exchange nt 1/4. Dalai 4818; 
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Future course, (Sranthani 3502-24. 
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to increased cost- of living, Blackett . 10442-7, 
10530-9. 

Increase, factors, Blackett 10521. 

Increases, Khaitan 8222-4. 
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Money, increase, Blackett 27. 41-42. 

Rate of exehange question from point of view of, 
Madon .*1802-8; Hamilton 10742-9. 
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Comparison with pre-war, Blackett 27, 43-49. 
Increase since 1914. Kiftch App. p, 402 (8). 
Reduction, difficulty, Khaitan 8078. 
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considering rate of exchange, Jcmnn 9139-51. 
Sensitiveness to effects of alterations in exchange, 
question of, Lawrence 0680-3. 

Statistics available, Blackett 28. 

Tendency, Blackett 10420. 

WVRREN, ROBERT I?., Federal Reserve Rank of 
New York, 15227-15004. * 

WEBB, SIR M. de I 1 ., C.I.E., C.R.E., Note on Indian 
currency and exchange problems, App. pp.‘ 588-98. 
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Consumers of, S. Jos hi 6390-5, 0400-2: Buid 0429-32. 
Export,, proportion of production, Shirpratap Jothi 
0398-9; Baid 0420 8. 

Price : 

Connection with rate of exchange, Lawrence App. 
p. 219 (14). 

Question of effect on price of other grain*. 

Shirpratap Jonhi 0395-400. 
large Rise in, undesirable, Blackett 112, 118. 

Prices, of other foodgrains and consequently wages, 
effected by, Lawrence 0084-5 App. p. 249 (14). 
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1658-1899. 
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Hold’ coinage, 1683-4, 1722-3. 

Silver coinage. 1782-804. 
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Counterfeiting, 1875-84. 

Exchange, rate of. 1070, 1759-05. . 
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